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THE WORLD BANK GROUP

WORKING FOR A WORLD FREE OF POVERTY

The World Bank Group consists of five institutions — the International Bank for Reconstruction
and Development (IBRD); International Finance Corporation (IFC); the International
Development Association (IDA); the Multilateral Investment Guarantee Agency (MIGA);
and the International Center for the Settlement of Investment Disputes (ICSID). Its mission
is to fight poverty for lasting results and to help people help themselves and their
environment by providing resources, sharing knowledge, building capacity, and forging
partnerships in the public and private sectors.

THE INDEPENDENT EVALUATION GROUP

ENHANCING DEVELOPMENT EFFECTIVENESS THROUGH EXCELLENCE AND
INDEPENDENCE IN EVALUATION

The Independent Evaluation Group (IEG) is an independent, three-part unit within the
World Bank Group. IEG-IFC independently evaluates IFC’s investment projects and
Advisory Services operations that support private sector development. IEG-World Bank is
charged with evaluating the activities of the IBRD (The World Bank) and IDA, and IEG-MIGA
evaluates the contributions of MIGA guarantee projects and services. |IEG reports directly
to World Bank Group’s Boards of Directors through the Director-General, Evaluation.

The goals of evaluation are to learn from experience, to provide an objective basis for
assessing the results of the World Bank Group’s work, and to provide accountability in
achieving its objectives. IEG seeks to improve World Bank Group work by identifying and
disseminating lessons learned from experience and by framing recommendations drawn
from evaluation findings.
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Foreword

his evaluation assesses the performance of the IFC Private Enterprise

Partnership (PEP), an Advisory Services program established in 2000

in countries of the Eastern Europe and Central Asia (ECA) region be-
longing to the Commonwealth of Independent States (CIS) to improve in-
vestment climates, promote private investment, and facilitate more rapid
growth and development of small and medium enterprises.

IEG selected this program for evaluation to pro-
mote accountability and derive lessons to guide
future IFC Advisory Services worldwide. IEG was
also motivated by the fact that other regional ad-
visory facilities had been emulating many PEP fea-
tures before an independent assessment of the
program had been done.

As part of its strategic focus on frontier countries
adopted in 1998, IFC began increasing its pro-
vision of Advisory Services to facilitate private sec-
tor investment. Within this context, a challenging
business environment and low levels of foreign
direct investment and private sector participation
made CIS countries good candidates for expan-
sion of IFC Advisory Services as a bridge to
improved investment opportunity. Thus, IFC es-
tablished PEP-ECA in May 2000, consolidating
its large existing advisory program in the CIS. Cu-
mulative donor and IFC combined commitments
to PEP-ECA had reached a total of $144 million
through March 2007, since its creation. This eval-

uation includes all mature projects completed by
the end of 2005.

The evaluation finds that the PEP-ECA program
was largely successful; almost two-thirds of proj-
ects achieved successful development effec-
tiveness results. Output delivery and outcome
achievements were strong, while impact achieve-
ments were lower, reflecting that results took
time, relied on many external factors, or were
generally more difficult to achieve and assess.
PEP-ECA’'s management structure, core product
line specialization, focus on developing replica-
ble projects, reliance on local staff, strong proj-
ect implementation and emphasis on achieving
target expected outcomes, and long-term proj-
ect life all helped achieve objectives.

Certain deficiencies, however, limited the pro-
gram’s potential effectiveness. The design of the
funding mechanism often constrained PEP-ECA’s
ability to be strategic and responsive to client and

Xi
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country needs, created delays, and raised costs.
Project preparation did not always include suf-
ficient needs assessments and adequate tailoring
to specific country development conditions. Ef-
forts to integrate Advisory Services with IFC in-
vestment and coordinate across the World Bank
Group varied in their degree of success, not al-
ways achieving synergies and desired results.
PEP-ECA’s approach to pricing Advisory Services
was insufficient, and its results measurement
and evaluation system had some shortcomings.

This report recommends that IFC should rep-
licate only selective features of the PEP model.

A wholesale transfer to other regions without
addressing the observed weaknesses is not rec-
ommended; for instance, shortcomings in the or-
ganizational structure should be addressed and
some product lines revisited. Also, IFC should
strategically leverage Advisory Services and in-
vestment tools in a complementary fashion to
tackle long-term country development needs.
Finally, building on a recent pricing policy, IFC
should formalize more detailed and practical
pricing and subsidy guidelines for Advisory Ser-
vices staff to assess the full cost of interventions
and provide subsidies on a selective and justified
basis.

Viwsd Hones
Vinod Thomas

Director-General
Evaluation
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ACTOAINNI AHAIN3 CONEPKUT OLICHKY PE3YIBTATOB JEATEIbHOCTH [lapTHEp-
CTBA B Pa3BUTHUHU 4aCTHOTO cekropa IFC (IIEIT) — mporpamMmbl OKa3aHUI
KOHCYJIBTAIIMOHHBIX YCIYT, CO31aHHOU B 2000 roay aid crpaH BocTouHON
EBpomnbt n Llentpansnon Asuu (ELIA), Bxogamux B CoapyxecTso HezaBucumbix [ocy-
Japcrs (CHI), ¢ menpo yay4dieHus NHBECTULIMOHHOIO KIUMATA, CTUMYIUPOBAHUA
YACTHBIX MHBECTULIMH, YCKOPEHUA TEMIIOB SKOHOMUYECKOT'O POCTA U PA3BUTUA MEJI-

KOT'O ¥ CPEJTHETO OU3HECA.

Hesasucumas rpynna orjenku (HI'O) Bbi6pana sty
IIPOrPAMMY /I IPOBEIEHNA AHATUTUYECKOM OITeH-
KM C II€/IBIO YCWJIEHUSA ITOJJOTYETHOCTH U UCTIOJIL30-
BAHUs ITOJIYYEHHOI'O OIIBITA B XOJI€ /IaJAbHEHIIETO
NIPEJOCTABIECHNUA KOHCYJIBTAIIMOHHBIX youyr [FC
B Pa3HBIX CTpaHax Mupa. Kpome Toro, Ha aro pe-
meHue HT'O nosausan ToT (pakt, 94To IPyrue peru-
OHQJIbHBIE MEXAHU3MBI 1O MPEAOCTABICHUIO KOH-
CYJIBIAIMOHHBIX YCIIYT YK€ BOCIIPOM3BOAT MOJIC/IN
[1EIT enie 10 IPOBEACHMS €€ HE3ABUCUMOI OLICHKI.

B pamkax npunaron B 1998 roay crparerum IFC
VIEIET 0CO60€ BHUMAHUE JICATEIBHOCTH B CTPAHAX,
PBIHKH KOTOPBIX MOJBEPKEHBI IIOBBIIIIEHHOMY YPOB-
HIO PHCKA, PACHINPSAA MPEAOCTABICHUE KOHCYJIBTA-
IIMOHHBIX YCIYT C LENbI0 CTUMYIMPOBAHUA POCTA
MHBECTUIIMHA B YACTHBIU CEKTOP. B 3TOM CMBICIE
MOAXOAAIMMHY KAHAUAATAMU JUUIA PACHIUPECHUSA
KOHCY/IBTAIIMOHHBIX yeiyr IFC 1 co3panusa npes-
ITOCBUIOK /ISl YJIYYIICHUS NHBECTUIIMOHHBIX BO3-
MOXHOCTEN cTanu crpanbl CHI' ¢ X HENPOCTBIMU
YCIOBUAMHU BEACHUA NPEANPUHHUMATEIBCKON Jie-
ATEIBPHOCTH, A4 TAKXKE HU3KUM YPOBHEM IIPSAMBIX
WHOCTPAHHBIX UMHBECTUIIUA U YYACTHUA YACTHOTI'O
cexropa. Takum o6pazom, B mae 2000 roja IFC yu-

peanwa ITEIT s crpan Bocrounoit Esponsl u Llen-
TpanpHOM A3un (TIETI-ELIA), yKpenuB TeM CaMbIM
YIKE CYIIECTBYIONIYIO OOIIHPHYIO IPOIPAMMY KOH-
CyNABTAalMOHHBIX YCyT IFC B cTpanax CHIL B konne
mapTa 2007 rofa OObEAMHEHHBIE CPECTBA JOHOPOB
u IFC, 3apesepsuposannsie i [TEIT-ELIA ¢ mo-
MEHTA €0 CO3/IaHus, JOCTUITIN B COBOKYITHOCTH
144 mnn. gommapos CIIA. DTa OIleHKa pacCMaTpu-
BAE€T BCE 3aBEPIIECHHBIC IPOEKTHI IO COCTOSTHUIO HA
koHerr 2005 roaa.

JlaHHBIE AHATTN3a CBUAICTENBCTBYIOT O TOM, YTO pe-
anmuzanms nporpaMmmel [TETT-EITA 6b1712 B OCHOB-
HOM YCIIEHTHOM, IIPH 3TOM IOJIOKUTEIBHBIC C TOYKNA
3peHUusa 3PPEKTUBHOCTH PA3BUTUA PE3YIBTATHI
OBUIM JOCTUTHYTHI B IBYX TPETAX IIPOECKTOB. Hero-
CPEACTBEHHBIC NMPAKTUYCCKUE PE3YIBTATHI €~
TEJIBHOCTU M KPATKOCPOUYHBIE U CPETHECPOYHBIC
PE3Y/IBIaThl ObIIM BBICOKUMH, B TO BPEMSI KK €€ BO3-
JIECTBHE 6BUIO CKPOMHEE. DTO CBH/ICTEILCTBYET O
TOM, YTO MOJIYYCHHUE PE3Y/IBTATOB B 3TON 06JACTH
TpeOyET BDEMEHHU, 3aBUCHT OT IIEJI0TO Psijia BHEII-
HHUX (DAKTOPOB U B IIEJIOM SBJISIETCS HOJIEE CJIOXK-
HBIM IIPOIIECCOM, OLICHUBATE KOTOPBIN HEIPOCTO.
JIOCTHMKEHUE TIENIEN CTATI0 BO3MOKHBIM O1aro1aps

Xiii
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crpykrype ynpasnenus [MEIT-ELIA, cnenmanusanyun
OCHOBHOM I'DYHIIBI IIPOJYKTOB, AKLIEHTY Ha Pa3pa-
OOTKY TUPAKUPYEMBIX IPOEKTOB, OITIOPE HA IEPCO-
HaJI HA MECTAX, YETKOU PEAIU3ALIUN IPOEKTA, YIIOPY
Ha JOCTHKEHUE NEJIEBBIX ITOKA3ATEIICH U JOJITOCPOY-
HOMY X4aPaKTePY IIPOEKTA.

Tem He MeHee, ONIPEJEIEHHBIE HEAOCTATKA CHU3H-
JIA TOTEHIUAJIbHYIO 3(PMEKTUBHOCTD IPOI'PAMMBI.
Crparernuyeckuii noreHnuan [TETT-EIIA u crioco6-
HOCTB IIPOI'PAMMBI 9yTKO PEArMPOBATH HA TOTPED-
HOCTH KJIMEHTA ¥ CTPAHBI HEPE/IKO OTPAHUYUBAIICH
CAMHM MEXAHMU3MOM (PUHAHCUPOBAHHUSA, YTO IPUBO-
JIAJIO TAKIKE K 33/ICPIKKAM M POCTY 3aTPaTt. B mporiec-
Ce MOJrOTOBKHU IIPOEKTA HE BCErja B JIOJKHOMU
CTEIEHH YIUTBIBATTMUCH OLIEHKU ITIOTPEOHOCTEN M HE
BCEI/Ia IIPOBOJUIMCH COOTBETCTBYIONIHE KOPPEKTU-
POBKH C y4ETOM CITELU(DUKN PA3BUTHUA CTPAHBL YCH-
JIAA IO MHTETPAIUN KOHCYJIBTALIMOHHBIX YCIYT C
UHBECTUIIMOHHOM JiesiTeIbHOCTBIO IFC) a Takke 1o
KOOPJUHHPOBAHHUIO JEATEIbHOCTH B PAMKax ['pyTI-
IIbI OPTAHMU3ALMI BCEMUPHOIO GaHKa, NPEAIPUHA-
MaJIMCh C PA3HOM CTEIEHBIO yCIleXa, IPU 3TOM He
BCEI/a y/1aBAJIOCh JOCTUYL CUHEPIU3MaA U JKeJia-
€MBIX Pe3yaBraToB. II0X0/1 K yCTAHOBJICHHIO I1CH Ha
KOHCYJIBTAllMOHHBIE YCIyrd B pamKax ITETI-EITA

HEJIb3s IIPU3HATD YIOBJIECTBOPUTEIbHBIM. KpoMme
TOT'O, MOKHO OTMETUTb HEKOTOPbIE HELOCTATKU B
CUCTEME U3MEPEHUS U OLICHKHU PE3YJIBTATOB Jie-
SATEIBHOCTH.

B Hacrosmem 10K1a/1€ COAEPKATCA PEKOMEHAAITNH
OTHOCHUTEJILHO U30MPATENIBHOIO BOCIIPOU3BENCHUSA
HEKOTOPBIX mapameTpos mojenau ITEIL ITonHbli ee
“nepeHoc” Ha PyTrue peruoHbl 6€3 YCTPAaHEHUS BbI-
ABIEHHBIX HEJOCTATKOB HE peKoMenayercs. Tak,
HaPUMEDP, HEOOXOAUMO YCTPAHUTb HEKOTOPBIE HE-
JOCTATKH OPIaHMU3ALIMOHHON CTPYKTYPBI U ITEPEC-
MOTPETH HEKOTOPBIE I'PYNIIBI IPOAYKTOB. B memax
obecnevyeHns JOArOCPOYHBIX TOTPEGHOCTEN CTPAH
B o6nactu paszsutus IFC HEO6XOUMO TAKXKeE CTPa-
TETUYECKH UCITONIb30BATh KOHCY/IBTAIIMOHHBIE YCITy-
'l 1 UHBECTUIIMOHHBIE MEXAHU3MbI, YYUTBIBASA UX
B3aMMO/IOTIOJHAEMOCTD. M, HAKOHEIl, HA OCHOBE
pa3paboTaHHON HEAABHO HOBOU IIEHOBOI ITOJIU-
TUKU IFC HEOOXOAUMO YTBEPIUTD /I COTPYJHHU-
KOB CJIy’KObl KOHCYJIBTALIMOHHBIX YCIyr 6osee
MOJAPOOHBIE U MPAKTUYHBIE PYKOBOJAIINE TPHH-
LIMIIBI YCTAHOBJIEHUA LIEH U IPEJOCTABIEHNA CYOCH-
JUii, KOTOPBIE IO3BOJAT OLEHHUBATH ITOJHYIO
CTOMMOCTD ONEPALIMIT U IPEAOCTABIATD CYOCUANH
U30UPATENBHO U ONPABJAHHO.

l/i/f-fd-\a/ d%m)

Bunoo Tomac
lenepabHBINA JUPEKTOP
10 HE3ABUCHUMOU OLIEHKE



Executive Summary

he purpose of this Independent Evaluation Group-International Finance

Corporation (IEG-IFC or, in this report, simply IEG) evaluation is to as-

sess the performance of the IFC Private Enterprise Partnership—East-
ern Europe and Central Asia (PEP-ECA), a large advisory program created in
2000 to serve countries belonging to the Commonwealth of Independent States
(CIS) and to derive lessons that could guide future IFC Advisory Services world-
wide. This report is based on an approach paper issued to the World Bank
Group’s Committee on Development Effectiveness in February 20006.

Background

As part of its strategic focus on frontier countries
adopted in 1998, IFC began increasing its provision
of Advisory Services to facilitate private sector in-
vestment. Related annual IFC and donor com-
mitments rose dramatically—from $25 million in
fiscal year (FY) 1996 to $365 million in FY 2006—
and by FY 2006 cumulative commitments reached
$1.7 billion.! During this time, annual expenditures
for Advisory Services increased at a slower pace,
from $18.3 million to $151.5 million, and cumu-
lative disbursements reached $0.7 billion in FY
2006. Worldwide advisory operations now cover
about 80 countries and employ more than a third
of IFC staff (1,086 people). IFC envisages further
increases in Advisory Services and has under-
taken many initiatives since 2006 to introduce a
more strategic and systematic approach to Advi-
sory Services development, funding, implemen-
tation, human resources, advisory pricing, and
monitoring of results (see box 2.1).

Within this context, a challenging business envi-
ronment and observed low levels of foreign di-
rect investment and private sector participation
in CIS countries made the region a good candi-
date for expansion of IFC Advisory Services as a
bridge to improved investment opportunities.
Thus, IFC established PEP-ECA in 2000, consoli-
dating its existing advisory program in the CIS,
which had already delivered $79 million worth of
projects since 1992. Addressing donor requests
for long-term IFC commitment to the region,
IFC installed a more permanent, specialized man-
agement structure.

PEP-ECA Objectives and Scope

PEP-ECA’s three objectives were to (a) improve in-
vestment climates, (b) promote private invest-
ments, and (c) facilitate growth and development
of small and medium enterprises (SMEs). Given
the success of the pre-PEP-ECA assistance and
IFC’s established brand for Advisory Services in
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the CIS region, donor interest for supporting
PEP-ECA was strong. By March 2007, the cumu-
lative donor and IFC combined commitments to
PEP-ECA had reached a total of $144 million since
its creation in 2000. From May 2000 until March
2007, IFC conducted 78 advisory projects with
total expenditures of nearly $83 million.

PEP-ECA management was organized by core
product area to deliver advisory projects in fi-
nancial markets, corporate governance, business
enabling environment (BEE), linkages, and SME
development. These core areas broadly reflected
IFC investment priorities in the region and served
as a basis for implementing a strategically inte-
grated advisory and investment program. Cor-
porate governance has absorbed the largest share
of expenditures (29 percent) by volume, followed
by linkages (21 percent) and financial markets
(20 percent). Country coverage originally included
Armenia, Belarus, Georgia, Russian Federation,
and Ukraine and expanded in 2001 to include
Azerbaijan, Kazakhstan, Kyrgyz Republic, Moldova,
Tajikistan, Turkmenistan, and Uzbekistan.

IEG selected this pioneering program for evalu-
ation to promote accountability and derive lessons
to guide future IFC Advisory Services worldwide.
The evaluation was also motivated by the fact
that other regional advisory facilities have been
emulating many PEP features before any inde-
pendent assessment of the program had been
prepared. This evaluation covers PEP-ECA activ-
ity through the end of 2005 and covers two lev-
els of individual Advisory Services: the project
and overall program levels, including analysis of
the management structure and support func-
tions. Findings from visits to nine countries and
evaluation of 44 projects implemented in the CIS
comprise the building blocks of the study.

Findings
The IEG evaluation of PEP-ECA led to the follow-
ing findings:

Overall Performance of PEP-ECA

The PEP-ECA program was largely suc-
cessful in achieving its main objectives.
These include promoting private investment, as

well as contributing to investment climate im-
provements in the specific areas of intervention.
Direct efforts to support SMEs did not demon-
strate positive results, whereas indirect efforts
(leasing, financial intermediaries, and BEE) were
promising, even though concrete evidence of im-
pact on SMEs was insufficient.

Almost two-thirds of projects achieved suc-
cessful development effectiveness results.
This involved the assessment of strategic rele-
vance, efficiency, and three underlying results
indicators: outputs (immediate deliverables),
outcomes (changes in knowledge, behavior, and
attitudes resulting from an intervention; and
short- or medium-term effects), and impacts (the
consequences of an intervention, often, but not
always, long-term effects). (Box 1.1 and appen-
dixes B and G include detailed explanation of
these terms.) Output delivery among projects
was strong (satisfactory or above ratings of 82
percent), and achievement of expected outcomes
was largely successful (satisfactory or above rat-
ings of 71 percent). Impact achievement was
lower (satisfactory or above ratings of 47 per-
cent), reflecting that results in the field took time,
relied on many external factors, or were generally
more difficult to achieve and assess. With suc-
cessful development effectiveness ratings of 78
percent, based on U.S. dollars spent, success rat-
ings improved as volume increased, indicating
that larger projects performed better than smaller
ones. Larger projects were typically longer in du-
ration, which helped to promote achievement of
outcomes and impacts in the field.

Performance of the individual product lines
varied; financial markets projects, partic-
ularly leasing, outperformed all other busi-
ness lines in all dimensions measured.
Corporate governance and BEE projects exhibited
better-than-average success rates. PEP-ECA’s link-
ages’® projects had the worst results, but these
were the first generation of such projects in IFC and
differed significantly in structure and design from
current IFC linkages projects. Sectorwide inter-
ventions yielded more successful and broader de-
velopment results (both outcomes and impacts)
than those linked to specific IFC investments.



Strong project implementation was a main
driver of success. Strong project implementa-
tion (85 percent satisfactory or better) drove proj-
ect results achievement and made up for weaker
project preparation (only 47 percent satisfactory
or better). The latter reflected insufficient needs
assessment and tailoring to country and market
conditions. Among well-prepared projects, 88
percent recorded development effectiveness rat-
ings that were satisfactory or better; however,
among the 53 percent of projects that were poorly
prepared, fewer than half had satisfactory devel-
opment effectiveness ratings. Other key project-
level success factors included a long-term (two-
to five-year) project focus on achieving project
outcomes and impacts and dedicated project
teams of qualified professionals combining local
staff and international expertise.

Management and Execution of the PEP-ECA
Program

PEP-ECA’s specialized management struc-
ture bas been key to the program’s devel-
opment and implementation. Program
objectives were achieved by building expertise,
promoting consistency, and aiding project repli-
cation, which enhanced efficiency.

Product line specialization improved over-
all standard project design and efficiency,
but insufficient needs assessment and prod-
uct line adaptation to specific country con-
ditions limited potential effectiveness.
PEP-ECA created replicable product models that
tended not to be adjusted for specific country con-
ditions at the preparation stage. Although there
was flexibility for product adjustments during im-
plementation, the evaluation found that this did
not always make up for shortcomings in project
preparation. A better balance between the prod-
uct line rollout and emphasis on country needs
and adaptation to country conditions would likely
have enhanced results.

Despite an initial advisory structure de-
signed to mirror IFC regional investment
priorities, actual implementation of in-
vestments and Advisory Services was not
well integrated, diminishing potential syn-

EXECUTIVE SUMMARY

ergies and results. The advisory and investment
strategies were not jointly formulated over time.
In many instances, a low level of IFC investment
in the CIS limited opportunities for effective in-
tegration. On the other hand, PEP-ECA product
and project selection was affected by the need to
replicate core products and/or undertake new
experimental projects, as well as obtain donor
approval for each project. Practical obstacles also
existed to integrating IFC investments and Advi-
sory Services, given differing project cycles and
staff incentives. Moreover, few advisory projects
successfully tapped IFC investment staff expert-
ise and vice versa. Closer collaboration and greater
involvement of IFC’s technical expertise as a
global investor could have potentially helped ad-
visory project designers identify synergistic areas
for intervention and added greater value for
clients.

Sectorwide initiatives achieved bigher de-
velopment effectiveness and wider impacts
than interventions designed to facilitate
specific IFC investments. Most of the inter-
ventions that displayed efforts to integrate IFC Ad-
visory Services and investments took place at the
individual transaction level. The IEG findings sug-
gest, however, that broader, sector-level strategic
integration of IFC Advisory Services and invest-
ments might yield greater development results
than emphasizing integration at the individual
transaction level.

PEP-ECA efforts to cooperate with the World
Bank were ad boc, varied in their degree
of success, and did not always achieve de-
sired results. IFC Advisory Services were valued
overall as part of the World Bank Group effort to
advance a country’s private sector development
agenda; however, where PEP-ECA/World Bank
coordination occurred, it was mostly informal
and often based on pre-existing relationships.
Without a formal framework for coordination,
some opportunities for cooperation were lost
and some cooperative efforts fell short of ex-
pectations due to different institutional incentives.
Since the completion of the IEG project evalua-
tion reports, PEP-ECA has increased its efforts to
collaborate with the World Bank, for example,
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through creation of joint IFC-World Bank posi-
tions in Belarus and Ukraine.

PEP-ECA’s Financing and Other Cross-Cutting
Themes

PEP-ECA’s funding mechanism, which re-
quired each project to receive donor ap-
proval for funding, made projects more
results oriented, but caused delays, po-
tential missed opportunities, and in-
creased transaction costs. Donor scrutiny
and expectations of achieving monitorable re-
sults led to a strong emphasis on monitoring
and evaluation (M&E) and promoted robust basic
project design, which drove efficient proposal de-
velopment within PEP-ECA. Yet the required at-
tention to donor interests at all stages (selection,
preparation, development, and implementation)
sometimes affected project performance and
also limited PEP-ECA’s ability to improve its im-
pact through more strategic responsiveness.
Some potentially good project ideas were de-
layed or not funded, due to actual or perceived
lack of donor interest.

PEP-ECA bhas not generally charged clients,
regardless of the rationale. A consistent pric-
ing and subsidy policy was not a core PEP-ECA fea-
ture. Many product lines were treated as public
goods, with no customer-specific pricing features.
Only in mid-2005 did PEP-ECA introduce guide-
lines for cost sharing.

Although PEP-ECA’s results-based M&E ap-
proach was more advanced than other IFC
Jacilities, the evaluation found some short-
comings. In 2001, PEP-ECA developed a results-
based management framework that, by many
standards, stands out among other advisory fa-
cilities. This evaluation nevertheless identified
shortcomings in project result measurement, par-
ticularly regarding the quality of indicators, con-
sistency in reliability of surveys and other forms
of data collection, and lack of expenditure track-
ing by project component, which limits assess-
ment of different types of activities.

In sum, PEP-ECA has delivered a mostly success-
ful program, whose structure was instrumental in

both the success of individual projects and the
broad achievement of the main program objec-
tives; however, some organizational deficiencies
and low success rates in some product lines lim-
ited its potential effectiveness. Since early 2000,
PEP-ECA has made strides in addressing various
issues identified by the IEG evaluation and dis-
cussed with the PEP-ECA management and staff
during specific project-level evaluations.

Recommendations
Based on the report’s major findings, a summary
of IEG-IFC recommendations follows:

IFC would benefit from replicating selected
Jeatures of the PEP-ECA model, as opposed
to its full or wholesale transfer to other
regions. Also, some PEP-ECA product lines
should be revisted. PEP-ECA’s strengths in-
clude its management structure, core product
line specialization, focus on developing replica-
ble projects, reliance on a dedicated team of
mostly local staff for project implementation,
project-level emphasis on achieving target out-
comes, and long-term project life (two to five
years). Yet, the current PEP-ECA should address
shortcomings in the organizational structure, and
other regional facilities seeking to replicate the
PEP model should carefully consider and appro-
priately adjust for them. The following should
receive consideration:

* Designing a more cost-effective Advisory
Services funding mechanism to meet
strategic objectives, improve client re-
sponsiveness, and enbance development
results. The design of an Advisory Services
funding mechanism should limit burdensome
transaction costs, delays, constraints, and spe-
cial conditions imposed by bilateral project
funding. Sufficient funding should be allocated
for project identification, development, and
preparation to ensure that projects are ready
(country adjusted) for implementation when
funding is sought. Where possible, pooled or
hybrid funding models should be encouraged;
these offer quicker access to project funding,
while placing fewer constraints on project
scope, design, and staffing.
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* Adopting buman resource policies that IFC should leverage Advisory Services and
address recruitment and retention re- investment tools strategically and system-
quirements and facilitate access to much- atically in a complementary fashion to ad-
needed short-term global expertise. IFC dress long-term country development needs.
should consider creating a cadre of project IFC should consider the following:
managers. For accessing short-term interna-
tional expertise, IFC should consider forming * Developing and implementing a co

a pool of Advisory Services experts in core
areas, including IFC specialists, World Bank
staff, and external consultants, to help project
teams address needs in a timely and effective
way. Given IFC’s decentralization process, field-
based knowledge should be developed with the
help of experts. Improving staff skills and ex-
perience, retaining global knowledge, and
leveraging central units of expertise (e.g., SME,
private sector development, and industry de-
partments) should all be key.

Eliminating or redesigning projects that
bave not been effective, as is true in
many traditional PEP-ECA linkages, and
doing more of those that have achieved
positive results. IFC should not pursue
project models with questionable or weak
strategic relevance or marginal IFC role and
contribution. PEP-ECA should tap the knowl-
edge of the SME Department and other IFC ex-
perience in revisiting its linkages projects.
Improving the quality of M&E indica-
tors, data collection methods, and cost
accounting. Project-specific M&E targets
should be tailored to country conditions as
part of project preparation, verified as part of
the project approval system, and monitored
during project implementation. More rigorous
surveying techniques and data collection
methods should be developed to establish
baselines and enable comparisons over time
and across countries where possible. Proper

besive and complementary Advisory Ser-
vices and investment strategy based on
each country’s development needs. This
greater institutional and strategic cohesion
should be achieved through (a) developing
and implementing a cohesive country strat-
egy, where relevant, in which Advisory Ser-
vices and investments are complementary tools
(either Advisory Services projects alone or in-
tegrated with IFC investments) for achieving
long-term country and sector development
objectives, (b) ensuring interaction of Advi-
sory Services and investment staff and lever-
aging expertise at the operational level for
cross-fertilization on projects and sector ini-
tiatives, and (c) promoting coordination with
the World Bank Group, where relevant, by for-
mally identifying opportunities for collabora-
tive initiatives as they may arise.

Within each specific country context, ex-
ploring bow each core area Advisory
Services intervention can be structured
to maximize impact, leveraging IFC in-
vestment objectives where relevant and
possible. Also, experimental projects should
be developed according to specific country
needs and IFC strategic priorities and incor-
porate the basic successful features and core
components of the standard PEP model as ap-
propriate (i.e., reform agenda, training and ca-
pacity building, and broad dissemination).

utilization of indicators and techniques should  IFC should formalize more detailed and
be closely monitored to derive lessons and  specific pricing and subsidy guidelines for
ensure data quality. A more comprehensive ex- Advisory Services to assess the full cost of
penditure accounting and tracking mecha- intervention and provide subsidies on a se-
nism should be introduced, which would not  lective and justified basis. To that end, IFC
only enhance M&E, but provide a useful proj-  should consider the following:

ect management tool for benchmarking costs

of different activities and developing Advi- ¢ Further developing the recently issued
sory Services pricing and client contribution general pricing policy and principles to
strategies. provide practical and clear guidelines
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and directions for appropriate assess-
ment of subsidy justification, target
ranges of pricing for different types of in-
terventions, and include examples and
bands-on training. IFC should equip oper-
ational staff with practical tools needed for ef-
fective implementation of the new principles,
including possible pricing ranges based on
local market conditions, yet not lock staff into
rigid pricing plans imposed corporatewide.
This would also strengthen the strategic rele-
vance dimension of the self-evaluation pro-
vided by IFC’s project completion reports,

which IEG will validate. This dimension re-
quires assessment of the appropriateness of
each project’s planned and actual cost recov-
ery; yet without sufficient guidance on the ap-
propriateness of cost recovery, task leaders are
not able to assess this dimension adequately.
Accounting for the cost of designing, im-
plementing, and supervising the Advi-
sory Services intervention as well as
IFC’s overbead and administration costs.
This will help in understanding total project
costs better and enable adequate comparison
among various projects and programs.
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ACTOAIASA AHAIUTUYCCKASA OLICHKA, BBIITONHECHHAA He3aBUCUMON I'PYIIIION
OLeHKN MexayHapogHo (puHaHCOBOM Kopriopanuu (HI'O-IFC wiwy, aia ne-
JIEV HACTOAIIETO JTOKIAAA, TpocTO HI'O), MMena 11eabio NPOBEACHUE AHATN3A

pesynsraros gearenbHoct [Tapraepcersa IFC B pasBUTHM 4aCTHOIO CEKTOPA I CTPAH
Bocrounoit Esponbt u Lenrpanbront Asuun (IIEII-EIIA) — KpyIHOI IPOIPAMMBL 11O
NPEAOCTABIECHNIO KOHCYJIBTAIMOHHBIX YCIYT, CO3/JaHHOM B 2000 1oty /u1st OOCTyKHUBA-
HUA CTpaH-wieHOB CoapyxecTsa HezasucumbixX [ocypapcrs (CHI), — a Taxoke ussiie-
UYEHME OIIBITA, KOTOPBIN MOXKHO OyJET UCIOIb30BATh B KAYECTBE PYKOBOJACTBA IIPU
MIPENOCTABIEHNUM B JAJNbHENIIEM KOHCYIBTAIMOHHBIX YCIyT IFC B pa3HBIX CTPAHAX
Mupa. Hacroamuii fOKIa] OCHOBBIBACTCA HA KOHLICIITYAaIbHOM JOKYMEHTE, BLIITYIICH-
HOM KoMHUTETOM 11O BOIIPOCAM 3(P(PEKTUBHOCTH AEATEIBHOCTU B OOJIACTA PA3BUTUA

[pymmer opranusanuit BcemupHoro 6anka B espaie 2006 roja.

MCTOpI/Iﬂ Bornpoca

B pamkax npunaTon B 1998 rogy crparerun, Ham-
PAaBIECHHOM HA OKA3aHUE TTOMOIIH CTPAHAM, PIHKHU
KOTOPBIX IO/IBEPKEHBI ITOBBIITIEHHOMY YPOBHIO PHC-
Ka, IFC mpucTtynuia K pacCmmpeHHOMY IPEJOCTAB-
JIEHHIO KOHCYJIBTAIIMOHHBIX YCIYT U1 COACHCTBUS
WHBECTUIIUSAM B YACTHBIA CEKTOP 3KOHOMHUKHU.
B paMkax mporpamMmMbl UIMEIO MECTO BEChbMa 3HA-
YUTEIBHOE I'0/IOBOC YBEJIMYEHUE OO'bEMA 33PE3EP-
BUPOBAHHBIX cpecTB [FC 1 JOHOPOB — € 25 MIIH.
nosut. CIIA B 1996 hruHAHCOBOM r'ojy 10 365 MIIH.
nosut. B 2006 hpuraHcoBOM rogy; B 2006 ¢puHaHCO-
BOM I'0/ly COBOKYITHBIE 32PE3CPBHUPOBAHHBIE CPE/I-
crBa pocrurau 1,7 mupa. gosut. CIIA! B aror me-
PUO/I FOJJOBBIE PACXO/Ibl HA KOHCY/IBTAIIMOHHBIE YC-
JIYTU POCIM MemIeHHee — ¢ 18,3 mun. gosur. CHIA
710 151,5 muma. 1ot CIA, 2 COBOKYITHBIE IPETOCTAB-
JIEHHBIE CpecTBa gocturan B 2006 GUHAHCOBOM
roay 0,7 mnpa. nosun. CHIA. B HacTosIee BpeMs ore-

PALMAMU IO IPEJOCTABICHUIO KOHCY/IBTALMOHHbBIX
ycayr oxBadeHbl 80 CTpaH MUPA, U B HUX 33/1CH-
CcTBOBaHA TPETh COTPYAHUKOB IFC (10806 yenosex).
IFC npOorHO3UpyeT AAJIbHENIINN POCT OTPEOHO-
CTEM B KOHCY/IBTAIIMOHHBIX yCIyrax, u ¢ 2006 roaa
HNPEJIPUHAIA MHOIO MHUMLUATUB 110 BHEAPEHUIO
CTPATErMYECKOIo M 6051€€ CUCTEMHOT'O MOAX0A K
KOHCY/IBTALIMOHHBIM YCJIYTAM B YACTH UX Pa3paboT-
K4, (PUHAHCUPOBAHUSA, IIPEJOCTABICHHS, YKOMILICK-
TOBAHHOCTH II€EPCOHAJIOM, COBEPIIEHCTBOBAHUS
CHUCTEMBI LIEH Hd KOHCYJIBTALIMOHHBIE YCJIYTH U MO-
HUTOPHUHIA PE3YIBTATOB (CM. BCTABKY 2.1).

B aToM cmbicne ctpanbl CHI' ¢ MX HEMPOCTBIMU YC-
JIOBUSIMU BE/ICHUA IPEIIPUHUMATEIBCKOM JIEATENb-
HOCTH, HU3KMM YPOBHEM IIPAMBIX MHOCTPAHHBIX
MHBECTULIMH U y4aCTUA YACTHOTO CEKTOPA ObLIN
NOAXOAANMMHA KAHJUAATAMA Ui PACIIMPEHUS
KOHCYJIBTAIIMOHHBIX yCIyT IFC 1 co31aHus Ipearo-
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CBUIOK JUIA YJIYYIIEHHA NHBECTUIIMOHHBIX BO3MOXK-
HocTel. Takum o6paszom, B 2000 roay IFC yupenmna
[TEIT-ELA, yKpEUB TEM CAMbIM YK€ CYIECTBYIOLIYIO
[IPOrPaMMy KOHCY/IBIAIMOHHBIX yeayT IFC B crpanax
CHI, B paMKax KOTOPOH € 1992 roza ObI10 OCYIIECT-
BJIEHO IIPOEKTOB Ha CyMMy 79 muH. posut. CIHA. Mja
HAaBCTPEUy NOXKEIAHUAM JIOHOPOB OTHOCUTEIBLHO
JionroppemeHHoro npucyrcrsud IFC B pernone, Kop-
[Opaliys BHEJPUIIA 60JIEE YCTOMUUBYIO, CIIELIUAIN-
3UPOBAHHYIO CTPYKTYPY YIIPaBICHUA.

3apaum n macwrabol MEM-ELLA

Tpu 3agauu ITEIT-EIJA 3aKII09aIUCE B (4) yITydIie-
HHUU MHBECTUIIMOHHOTO KIMMaTa, (b) copencTsun
POCTY YACTHBIX MHBCCTULIWM, U (C) CTUMYIMPOBAHUH
pOCTA M PA3BUTHA MEJIKUX U CPEAHUX NPEAIPH-
aruit (MCIT). C ygeToM YCIIEMHOTO ONBITA OKA3AHUA
IIOMOIIX B IEPHOJ, NPEJUIECTBYIOMNNA CO3TAHHIO
IEIT-ETA, n npusHanHoro asropurera IFC B ripe-
JIOCTABIEHUH KOHCY/IBTAIIMOHHBIX YCIIYT B PETHOHE
CHI, 3aMHTEPECOBAHHOCTD JOHOPOB B ITOJJIEPKKE
ITEIT-ELIA 6bu1a 3Ha4YNUTEIBHOU. C MOMEHTA CBOETO
cospanusa B 2000 rogy mo mapt 2007 roj1a COBOKyTI-
HBII 00bEM OOBEAMHEHHBIX 3aPE3EPBUPOBAHHBIX
cpencts foHOpOoB U IFC Ha passutne INETT-ELIA noc-
TUr 144 MutH. gost. CITA. C mag 2000 rogja mo MapT
2007 ropma IFC ocymecTBria 78 IPOEKTOB MO IIpe-
JIOCTABJIEHUIO KOHCY/IBTAIIMOHHBIX YCJIYT Ha OOHIYIO
CyMMY B ITOUYTH 83 MJTH. 10Ju1. CIIIA.

Cucrema ynpasnenus IEIT-EIIA 6buta OpraHuso-
BaHA 110 OCHOBHBIM HAIIPABIEHUAM IPENOCTABIEHNSA
KOHCYJIBTAIJMOHHBIX IPOJAYKTOB B PAMKaX KOH-
CYJIBTAIIMOHHBIX IIPOEKTOB B 06J1ACTH (PUHAHCOBBIX
PBIHKOB, KOPIIOPATUBHOI'O YIIPABJIEHUSA, CO3/IAHNA
OIaroNpUATHBIX YCJIOBUH 1A IPEAIIPUHUMATEb-
CKOM JICATEIbHOCTH, YCTAHOBJICHUA CBA3CH U PA3BU-
Ths1 MCIL. DTU OCHOBHBIEC HANIPABJIEHUSA B 1I€JIOM
OTPAKAJIM UHBECTULIMOHHBIE TpUopuTETHL IFC B
PETUOHE U NOCTYKUIA OCHOBOU /Il PEAIN3ALINU
MHTETPUPOBAHHOM B CTPATErMYECKOM OTHOIIEHUH
KOHCY/IBTAlIMOHHOM U UHBECTULIMOHHOM IIPOI'PAM-
MblL. CaMas GObIIAsA C TOYKH 3pEHUA OObEMA JOJIA
PACXO/I0B NPHUILIACH HA C(PEePY KOPIIOPATUBHOIO
ynpasneHusa (29 NpoLEeHTOB), 3a HUMU CJIELYIOT
pacxo/bl HA YCTAHOBJIEHHE CBA3€H (21 IPOLIEHT) U
pa3BuTHE (PUHAHCOBLIX PHIHKOB (20 IPOLIEHTOB).
[TepBOHAYaIBbHO NPOIPAMMOI OBIIIM OXBAYEHBI Ap-
MeHnus, benapyce, I'pysus, Poccuiickas — exepanus
U YKpaunHa, a B 2001 rogy K HEM NPUCOETUHUINCH
Azep6aripkan, Kazaxcran, Keiprerzckas Pecrryomm-
Ka, MonjoBa, TapKuKHUCTaH, TYPKMEHUCTAH U V3-
GEKUCTAH.

Heszasucumas rpynna oueHku (HI'O) Bei6pana aty
HOBATOPCKYIO IIPOI'PAMMY JIs1 IIPOBEAEHMSA OLICHKH
C LIEJIBIO YCUJIEHUA IIOJOTYETHOCTH U UCII0JIb30BA-
HUA ITIOJIYYEHHOI'O OIIbITA B KAYECTBE PYKOBOACTBA
IIPU NIPEJOCTABIEHUHN B JAJIbHENIIEM KOHCYJIBIa-
IUOHHBIX yoIyT IFC B pa3HbIX cTpaHax Mupa. Kpo-
M€ TOro, Ha 3TOT BbI6Op HI'O mosausan 10T (akr,
YTO MHOTHUE APYIUE PETUOHAIBHBIE MEXAHU3MBI 11O
IIPEAOCTABIEHUIO KOHCYIBTAIIMOHHBIX YCIIYI' YKE
HA4a/JId BO MHOI'OM BOCIIPOU3BOAUTH HEKOTOPbLIE
napamerpsl I1EIT eme 10 NpoBeAeHNS HE3ABUCH-
MOM OLIEHKU JAHHOU IIPOIPAMMBL DTa OLIEHKA OX-
BaTbIBACT I1epUO JeATebHOCTH TTEIT-EITA 110 Konery
2005 roza, ¥ pacCMaTPUBAET JBA YPOBHA IIPELOCTAB-
JIEHUS OT/ICJIbHBIX KOHCY/IBIAlIMOHHBIX YCIIYL: YPO-
BEHb IIPOEKTA U YPOBEHD IIPOI'PAMMEL B L1€JI0M,
BKJIIOUAs dHAJINU3 CTPYKTYPBI YIIPABIEHUA U BCIIO-
MOTaTeAbHBIX PYHKIUH. OCHOBY UCCIIETOBAHUS
COCTABWJIU PE3Y/IBTATHI IIOCELECHUA IEBATH CTPAH U
OLIEHKA 44 IIPOEKTOB, OCYIECTBICHHBIX B CTPAHAX
CHI.

BoiBoabl
Omnenka HI'O nporpammer TTEIT-ELIA nmossonmia
CHe/IaTh CICAYIOUINE BEIBO/BL:

O6u.w|e pes3ynbTathbl AeATe/IbHOCTU

no nporpamme MEMN-ELIA

IIpozpamma IIEII-EIIA 6biia 8 OCHO8HOM YC-
neuwtnol c mouKu 3PeHus OOCIMUNICEHUA C6OUX
OCHO6HBIX Yeaeti. K 3TUM LeIIM OTHOCATCA: CO-
JIENCTBHE POCTY YACTHBIX MHBECTUIIUM, HAPALY C
HOJIEPKKON MEP IO YIYYIIECHUIO MHBECTUITMOH-
HOTI'O KJINMATA 1O TEM KOHKPETHBIM HATIPABJICHUAM,
1O KOTOPBIM OKA3BIBAJIACH ITOMOIb. MEPBI, HEMTOC-
PEACTBEHHO HANPABJIECHHBIE HA TTOAAePKKY MCII,
HE TIPUHECTN ITOJIOKUTENBHBIX PE3YIBTATOB, B TO
BPEMs KaK PE3YJIBTATHI OCYIECTBICHUS KOCBEHHBIX
Mep (JIM3UHI, AEATENBHOCTb (DUHAHCOBBIX IIOCPE/I-
HHKOB 1 CO3/1aHHE O6IArONPUATHBIX YCJIOBUH BEJie-
HUS IPEATTPUHUMATEIBCKOH JIEATEIPHOCTH) ObUTH
JIOCTATOYHO OOHA/ICKUBAIONIUMH, /1A5KE HECMOTPS
Ha OTCYTCTBHE JOCTATOYHOI'O KOJIMYECTBA KOHKPET-
HBIX JJAHHBIX OTHOCUTEJIBHO BIUAHNA KOCBEHHBIX
Mep Ha paszsutue MCIL

IHoumu 0ee mpemu nPoexmos O0Cmu2iu xXo-
pouux pe3yromamoé no noxasamenio 3¢p-
Pexmusnocmu oeamenbHOCImu 6 00racmu
pa3eumun. Dty JaHHbIE ObUIN MOJYYEHBI B XO/1€
OLIEHKH CTPATETUUECKOM 3HAYUMOCTH, I(PPEKTUB-
HOCTHU U TPEX 6A30BbIX [TOKA3ATEIIEH PE3YIBIATUB-
HOCTH: PE3YJIBTAThI (HEIIOCPEACTBEHHBIC TPAKTHYC-
CKHC PE3YJBTAThl); UTOI'M (IOBBIIICHUE YPOBHA



3HAHUWM, U3MEHEHU B IIOBEJCHUM U MOTHUBAIIUAX B
PE3YIBTaTe NPOBEAEHNA OIEPALIUI, BKIIIOYAS KPAT-
KOBPEMEHHbBIE U3MEHEHNA WIN U3MEHEHMSA CPEL-
HECPOYHOTO NOPsAJKA), 4 TAKKE BO3/JEHCTBUE
(TIOCIEACTBUA OCYMIECTBIEHN ONIEPALIN, KOTOPBIE
HEPEJIKO, HO HE BCEI/1A, MOTI'YT UMETD JJOJITOBPEMEH-
HbIM Xapakrep). (Bo Bcraske 1.1 u npunoxeHusax B
u G coaepxkutTcs 6oee mopodHOe OOBICHEHNUE
3THUX TEPMHUHOB). [IpAKTHUECKUE PE3YIBTATHI 1O
IIPOEKTAM MOKHO OLIEHUTDb KAK BECbMA BBICOKHE
(YAOBIETBOPUTENIBHBIN YPOBEHD WIH BbIIIE, 82 IIPO-
IIEHTA); paboTa MO AOCTHXKEHHUIO OKHJAE€MBIX
UTOT'OB ObUIA TAKKE B OCHOBHOM YCIIEITHOM (YA0B-
JIETBOPUTENbHBIN YPOBEHD W/ BBIIIE, 71 IPOLIEHT).
CreneHb BO3JEUCTBUA ObUTa HIDKE (YIOBJICTBOPU-
TEbHOM UJIH BBIIIE, 47 IPOLICHTOB) — 3TO OOBACHH-
€TCs TEM, YTO MOTyYEHHE PESYIBIATOB B XOZ€ PAOOTHI
Ha MECTaX TPEOYET BPEMEHH, 3aBUCUT OT MHOTHUX
BHEIIHUX (PAKTOPOB U B LIEJIOM ABJIAETCS OOJIEE TPY-
JIOEMKHMM ITPOLIECCOM, OLIEHUTD KOTOPBIN CJIOKHEE.
[Ipu peiTUHIE YCIIENIHBIX IPOEKTOB IO MOKA3aTe-
JIIO TTOBBIMEHUA d(PPEKTUBHOCTH AEATENBHOCTA B
0061aCcTH pa3BUTHA B 78 NPOLIEHTOB (PEUTHHI COC-
TaBJIAETCA HA OCHOBE U3PACXO/TOBAHHBIX CPEACTB B
npomnapax CIHIA) MOXHO 3aKIIOYNTD, YTO PEUTHHT yC-
MIENITHOCTU POEKTOB BO3PACTAET IO MEPE YBETNYE-
HHS MX MAaCIITa60B. DTO 3HAYMUT, YTO YCIEMHOCTD
IIPOEKTA MOBBIIAETCA C POCTOM EI'O MACIITA00B U
YTO IOKA3aTENN 60JI€€ KPYITHBIX IIPOEKTOB BbIIIE
110 CPAaBHEHUIO C MTOKA3ATENAMHU IIPOEKTOB MEHb-
mero Macirabda. KpynHble IPOeKTbl OOBIYHO pe-
ATTM3YIOTCs B TEYEHUE O0JIee IPOJOIKUTEIBHOIO
BPEMEHMU, UTO CIIOCOOCTBYET MOTYYEHUIO HA MEC-
TaxX PE3YJABTATOB KPATKOCPOYHOI'O MJIN CpeHE-
CPOYHOI'O NOPAJIKA U YCUINBAET BO3EHUCTBUE IIPO-
€KTOB.

Pe3yavmamut 0eamensHoCmu no OmoenbHbIM
Zpynnam KOHCYALMAUUOHHBLX NPOOYKIMOE
CUNLBLHO OMAUUAIOMCA; NPOeKmbL NO PA36U-
Mmur0 Punanco8svLx PoiHK0O8, 8 0COOEHHOCINU 8
cepe ausunza, oKa3aiucs enepeou cex
OCMANbHBIX ZPYNN BPOOYKIMOE N0 6CeMm U3-
mepaemovim xapaxmepucmurxam. YPOBECHD yC-
TIEITHOCTH IPOEKTOB B C(PePe KOPIOPATUBHOTO YII-
paBI€HUS U CO3/1aHUS 6IATONPUATHBIX YCIOBUI
JUISL IPEAIIPUHUMATEIbCKON IEATEIbHOCTH ObLI BBI-
e cpegHero. CaMmble HU3KUE ITOKA3ATE/IN OTMEYa-
JINCh B paMKax NPoeKToB [1EIT-ELIA 110 pa3BuTuio
CBSI3EIT%, HO 3TO OBLTH TPOEKTHI TEPBOTO MTOKOICHIS
B JaHHOM 06macTu i IFC, KOTOpBIE CYyIECTBEHHO
OTJINYAINCH C TOYKHU 3PEHUA CTPYKTYPHI M IIPOEKT-
HBIX PEHIEHUI OT IIPOEKTOB I10 PA3BUTHIO CBA3CH,
ocymecTsageMbIx IFC B HacToamee Bpems. Onepa-

LIMH Ha YPOBHE CEKTOPOB ObLIN 60JIEE YCIIEITHBIMU
U BCEOO'BEMITIONINUMU C TOUKHU 3PEHUS JICITEITBHOC-
TH B O0IACTU PA3BUTUA (KAK B IVIAHE UTOTOB, TAK U
B IUIAHE BO3/ICHICTBHSA), YEM OIIEPAIUH, CBA3AHHBIC
C KOHKPETHBIMU UHBECTUITHSIMU.

DPPexmusnan oeamerbHoOCms no peanruia-
uuu npoexma — 21a6HLHLIL 34102 ycnexa. Dop-
(peKTUBHA IEATEIBHOCTD IO PEATTN3AIINU IIPOEKTA
(YIOBJIETBOPUTEIBHBIN YPOBEHD UJIH BBIIIE, 85 ITPO-
IICHTOB) CIIOCOOCTBOBAA JJOCTHKEHHUIO OOJIEE BbI-
COKMX PE3YJIBTATOB I10 IIPOEKTY U KOMIIEHCUPOBAIA
HE/IOCTATKH B XO/I€ ITOJJII'OTOBKHU ITIPOEKTA (YPOBEHD
V/IOBJAETBOPUTEAbHBIA WMJIM BBINIE, BCErO JIUMIb
47 nponeHToB). [TocieJHNI TOKA3ATENb OTPAKAET
HEY/IOBJIETBOPUTEJIBHYIO OIIEHKY TOTPEOHOCTEN U
HEJOCTATOYHBIN YYET CTPAHOBOU CIEIU(MUKA U
KOH'BIOHKTYPBI PbIHKA. CPein JOJKHBIM 06pPa30M
IIOATIOTOBJIEHHBIX IPOEKTOB 88 MPOIIECHTOB BbIIII-
JIX HAa YPOBEHD “Y/IOBIETBOPUTEIbHBIN WIN BBIIIE”
C TOYKHU 3peHUs 3(PPEKTUBHOCTH JJCATEIBHOCTH B
00JIACTH PA3BUTHS, B TO SKE BPEMSI, CPETH 53 TIPOIICH-
TOB €160 IOJIOTOBJIEHHBIX IPOEKTOB, MEHEE I10-
JIOBUHBI JIOCTHIJIN Y/IOBJIETBOPUTEIBHOIO YPOBHS
3 HEKTUBHOCTH ACATETTBHOCTH B OO6JIACTH PA3BUTHSL.
K IpyriM KJII0U€BBIM (DAKTOPAM, CHOCOOCTBYIONAM
YCIIEIHOMY OCYIIECTBICHUIO IIPOEKTOB, CIEAYET
OTHECTH JOATOCPOYHOE (OT JABYX JO IMATH JIET)
IJIAHUPOBAHUE UTOI'OB U BO3JEHCTBUS B PAMKAX
IIPOEKTA, A TAKKE CO3/IAHHE 11€IEBOY I'PYIIIIBI KBAJIU-
GUIMPOBAHHBIX TPO(PECCUOHATIOB /TSI PA60THI 1O
IIPOEKTY, KOTOPasi OObE/IUHIA COTPYJHUKOB Ha
MECTAX U CIELNATNCTOB, UMCIOMINX MEK/IyHAPO/I-
HBIH OTBIT PA6OTHL

YnpasneHue nporpammoii NMEM-ELLA

1 ee BbiMOJIHEHne

Cneuuanvnan cmpyxmypa ynpaeienus npoz-
pammoii IIEII-EIIA cmana 3a1020M yCRemHnol
paspabomxu u pearusauuu npozpammeol.
Llesu nporpamMmel 6BUTH JOCTUTHYTHI O1arofapsi
HAPAIMUBAHUIO OIBITA, O6ECIIEYEHHUIO TTOCIIEIOBA-
TEJILHOCTH JEUCTBUN U TIOAJECPKAHUIO YCUINUN T10
TUPAKUPOBAHUIO MTPOEKTA, ITO, B CBOIO OYEPE/Ib,
CIIOCOOCTBOBAJIO MOBBIMNEHUIO 3(D(HEKTHBHOCTH.

Cneuuanu3ayus 2pynn KOHCYAbMAUUOHHBLX
nPOOYKIM0OE8 no HAnPABIeHUAMN OeAMeIbHOC-
Mu NO360MUNA 6 UESIOM NOBBLICUMD CINAHIAD-
mot paspadbomxu npoexma u e2o dPexmus-
HOCIM®;, 0OHAKO, NOMEHUUANLHBLIL YPOEeHb
A pexmuenocmu CHUSUNCA U3-30 HEeY OO0 1em-
8OPUMENBbHOTL OUEeHKU nompeoHocmeii 8 pam-
Kax npoexma u HedOCMamouHo adanmauuy

PE3IOME

XXITi
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npeonazaemoix KOHCYAbMAUUOHHLLX NPOOYK-
moeé K cneuuure KOHKpemnoi cmpanst. B
pamkax ITEIT-EIJA 6b111 CO3/1aHBI BOCIIPOU3BOM-
MbIC MOJICTT KOHCYJIBTAIIMOHHBIX IIPOAYKTOB, KO-
TOPBIC TIO OOJIbIIEN YACTH HE ObLITU ANATITUPOBAHBI
Ha CTAJIUU ITOJATOTOBKU ITPOCKTA K CHCLII/Iq)I/IKC KOH-
KPETHOM CTPaHbL XOTA HA 3TAIIE PEATU3AIIUH ITPO-
€KTa HEPEJIKO MPOSBIIIACH ONPE/IETIEHHASI TMOKOCTh
B OTHOINCHUHU AIATITAITUN ITPOAYKTOB, JAHHbIC AaHA-
JIUTUYECKON OIICHKH CBU/CTCIIBCTBYIOT O TOM, YTO
3TO HE BO BCEX CJIYYAAX KOMIIEHCHPOBAJIO HEAOCTAT-
KH B XO/I€ ITOJATOTOBKH IIPOCKTA. HpeﬂCTﬂ.BHH@T-
Csl, 9TO JIOCTHKEHHE OO0JIe€ BBICOKUX PE3Y/IBTATOB
BO3MOXXHO H4 OCHOBE 00jI€€ COIAaHCUPOBAHHOIO
COOTHOIIEHUS MEX/]y HEOOXOJUMOCTBIO IIPE/IO-
CTaBJICHHA HOBBIX KOHCYJIBTAIIMOHHBIX ITPOAYKTOB
1 YYETOM OTPEOHOCTEN U CIENU(PUKN CTPAH.

Hecmompsa na nepeonanansuyro cmpykmypy
KOHCYIbMAUUOHHOTL CLYHCOBL, KOMOPAasa Obina
npuzeana ompaxcams pezuoHaIbHbIe UHEEC-
muuuonnovie npuopumemovt IFC, na npax-
muie OONHCHOTL UHmezZParu NPoUeccos ocy-
uecmenenus uHeeCmuuull u nPpeooCcmasieHusn
KOHCYIbIMAUUOHHBLX YCLY2 He NPOUSOULN0, UMO
npueeno Kk ymeHovuleHuo nOMmeHuUadIbHOZ0
cuHepzudmMa U CHUICeHU10 noxasameneti oe-
ameavnocmu. CTpaTErny OCYIIECTBIECHUA KOH-
CYJIBIALIMOHHON YU MHBECTULIMOHHOM JeATEIbHOCTH
Pa3pabaTHIBAIMCh B PA3HOE BPEMs. BO MHOTHX CITy-
Yasgx HU3KUHA ypoBeHb MHBeCcTUMH IFC B cTpanax
CHTI He co3naBan BO3MOXHOCTEN 1A 3DPEKTHUB-
HOU uHTEerpanuun. C APpyror CTOPOHEBL, HA BEIOOP
IIPO/IYKTOB U TPOEKTOB B paMKax [1EII-ELIA Binsana
OTPEOGHOCTD B TUPAKMPOBAHUUA OCHOBHBIX IIPO-
JIVKTOB W/WJIN B OCYIIECTBJICHUM HOBBIX 3KC-
[IEPHUMEHTAIBHBIX IIPOEKTOB, a4 TAKXKE HEOOXO/1U-
MOCTD IOJIYYEHHA IO KAKIOMY IIPOEKTY 000pe-
HUS CO CTOPOHBI AOHOPOB. CylIeCTBOBAIU U
HEKOTOPBIE NIPAKTUYECKUE NPENATCTBUA HA IIYyTU
MHTETrPALMNA IPOLIECCOB OCYMECTBIEHNA NHBECTU-
LIUHA U TIPETOCTABICHNA KOHCYJIBTAIIMOHHBIX YCIIYT
13-34 PA3IUYHBIX IIPOEKTHBIX ITUKJIOB M MOTHUBA-
LIMA COTPYAHUKOB. Bosnee Toro, JIMimb HEMHOT'HE
IIPOEKTBHI IO IIPEAOCTABAEHNIO KOHCY/IBIaI[MOHHBIX
YCJIYT YYUTBIBATIN ONBIT CHENUaNIUCTOB IFC 1o nn-
BECTHLIMAM, U HA0O60POT. bonee Tecnoe coTpyaHn-
YCCTBO U YCUJICHHC BHUMAHUA K TCXHHUYCCKOMY
OIIBITY, HAKOIUIEHHOMY IFC B Ka4eCTBe I106AIbHO-
I'O UHBECTOPA, MOIJIO GBI IIOMOYb Pa3paboOTINKAM
KOHCYJ/IBTalIMOHHBIX IIPOEKTOB B ONIPEJIETIEHUU 06-
JIACTEN I IPOBEAECHUA COBMECTHBIX OIIEPALIUIT U
TIOBBICHJIO OBI IIEHHOCTD AeaTe/IpHOCTU IFC B rimazax
€€ KIIMEHTOB.

MepuoL na cekmopansHom yPoeHe nPpooemoncm-
puposanu 60nee gvicoxkuli yposens IgPgher-
MUBHOCMU OCAMENBHOCU 8 00NACMU PA36U-
muu, npu 3Mom 06610 00CMUZHYmMOo Odonee
Mmacumaonoe o3oeticmaue no CPAGHeHUu1o ¢
onepauuamu, HANPAGIEHHLINU HA COOeTICImEue
Koukpemnvim uneecmuyuam IFC. Hobiias 9acTb
MEp, HAIIPABJIEHHBIX Hd UHTETPALIMIO IIPOLIECCOB
NIPENOCTABIEHHUS KOHCY/IBIALIMOHHBIX YCJIYT U HHBEC-
TULUH, OCYIIECTB/LUIACh HA YPOBHE OTAC/IbHBIX CJIC-
JIOK. B cootsercTsuu ¢ BeiBogamu HI'O, pacmmpenue
H4 CEKTOPAJIBHOM YPOBHE CTPATETUYECKOM MHTET -
PpaLyU NPOLIECCOB PELOCTABAECHNS KOHCYJIBIALIU-
OHHBIX YCJIYT U UHBECTULIME MOMKET IIPUHECTH H60Iee
OIIYyTUMBIE PE3YJIBTATHl B OOIACTH PA3BUTUSL, YEM
MEPBI 10 PACIIKUPEHUIO MHTEIPALIMN HA YDOBHE OT-
JIeJIbHBIX OIE€PALIUIL.

Mepwt 6 pamxax IIEII-EIJA no ycmanoenenuio
compyonuuecmaea c Bcemuproim 6anKom Hocu-
aU HepeyaAaAPpHbI Xapaxmep, ne cezoa ObLIn
00CMAmMoOUHO YCREWHBIMU U He 6Ce20a 0A6aNl
acenaemvle pe3yabmamost. KOHCYJIBETATUBHBIC YC-
sryru IFC B 1e1oM pacCMaTpUBAIUCH KAK 9ACTh MEP
BceMupHOro 6aHKa 110 PEMIEHHUIO 33/1a4 Pa3BUTHSA
YACTHOI'O CEKTOPA B CTPAHAX; OJHAKO, IAXKE B CJIy4a-
X, Korja koopauHauys geructsuid IEIN-ELA u Bee-
MUPHOTI'O GaHKA MMe€JIa MECTO, 3TA JAEATEIbHOCTD
HOCHJIA B OCHOBHOM HE(POPMAIBHBIN XapaKTep U
OCHOBBIBAIACH HA CYNIECTBOBABIINX PAHEE B3AUMO-
OTHOMIEHUAX. BBUTy OTCYTCTBHA (POPMATBHOM OCHO-
BBI I COTPYAHUYECTBA HEKOTOPBIE BO3MOKHOCTHA
TAKOI'O COTPYJHUYECTBA ObUIN YIYIIEHDL, 4 OT/IC/b-
HBIE MEPBI IO YCTAHOBJICHUIO COTPYAHUYECTBA HE
onpasjanu cebg n3-3a PA3HBIX MHCTUTYLIMOHATIb-
HBIX MOTHUBALMN. [Tocie 3asepiienus ordeTos HI'O
06 orieHKe TTPOeKTOB B pamKax ITETT-EITA 6butH ak-
TUBU3UPOBAHBI MEPBHI ITO YCTAHOBJICHUIO COTPY/IHH-
4JecTBa ¢ BceMUPHBIM 6AHKOM ITyTEM CO3/IaHUS,
Harpumep, B beapycu u YKpanHe COBMEIEHHbBIX
nomxaocrten IFC u Bcemuproro 6aHka.

®uHaHcuposaHue nporpammbl MEM-ELLA

W gpyrue obLyme Bonpochl

Mexanuzm ¢punancupoganusn IIEIT-EIJA, komo-
Duiii npedycmampusaem oooopenue 0oHo-
pamu Kaxicoozo npoexma, ycunun opueHmu-
poeannocms npoexmos na pesyarvmam, HO
émecme ¢ mem npueen Kk 3aoepicxKam, Heuc-
NONB3I0EAHUIO NOMEHUUANILHBLX E0IMONCHOC-
meii uysenuuenu1o OneparuoOHHbLX u3oepiicex.
TmarenpHas IPOBEPKA CO CTOPOHBI JOHOPOB U OXK1-
JaHNUE MOANIEKANUX MOHHUTOPHUHTY PE3YIBTATOB
TIPUBEITH K aKIIEHTHPOBAHNIO MOHUTOPHUHI'A M OIICH-



k1 (MO) 1 crnocoOOCTBOBAIN PA3PAOOTKE HAJCK-
HBIX 6A30BBIX IIPOEKTHBIX PEIIEHUI, KOTOPHIE, B
CBOIO OYEPE/Ib, TOMOTJIN B pa3paboTke a(PPEeKTUB-
HBIX NpeiokeHuit B pamkax I1EIT-EIA. OgHako
HEOOXOJUMOE BHUMAHUE K COOIIOICHUIO MHTEPE-
COB JIOHOPOB Ha BCEX 3TANAX PA6OTHI IO TPOEKTY
(oTbOp, NOArOTOBKA, pa3paboTKa U PEaTn3aIins)
MHOT/IA OTPAXKAJIOCh HA PE3YNIBTATAX ICATEIBHOCTH,
4 TAKKE OIPAHNYUBANIO BO3MOXHOCTHU TIEIT-ELTA
10 YCUJIEHUIO BO3ZEUCTBUSA ONIEPAITAN 32 CYET PaAC-
IMIUPEHUA BO3MOKHOCTEN CTPATETUYECKOTO PEATU-
poBaHusA. Peanmsanys HEKOTOPBIX NOTEHIIUAIBHO
IIEPCIIEKTUBHBIX HJIEH 110 IPOEKTAM ObUIA OTJIOXKE-
HA WIH HE NOMy4Ia (PUHAHCUPOBAHUSA N3-34 PEAITb-
HOT'O WJIA NPEANONATrAEMOTO OTCYTCTBUSA JJOHOP-
CKOI'O MHTEPECA.

Knuenmam IIEII-EIIA ycayzu nfpedocmaéns-
JUCH, KAK NPABUN0, 6ECNIAMHO, He3A6UCUMO
0m Mozo, HACKONBKO MO ObLIO 00OCHOBAHO.
CrefyeT OTMETHTD, UTO NOCIENOBATENbHAS TOJIUTH-
Ka B c(pepe 11€H Ha YCJIYIU U IPEJTOCTABIEHHSA CYO-
CUAUHN HE ObUIa CUIBHOU YEPTOU NPOIPAMMBL
TEII-ELIA. MHOTHE TPYHIIBI HPOAYKTOB PACCMATPU-
BAJIMCh B KAYECTBE OOIECTBEHHOIO O/1ara U HE Mpe-
JYCMaTPUBAJIU MEXAHU3MOB B3UMAHHUA IUIATHI C
OTJIETIbHBIX KINEHTOB. Tonbko B cepeinHe 2005 ro-
Ja B pamkax ITETT-EIIA 6bU11 IPHUHATE PYKOBOJAIIUE
MIPUHITUIIBL JOJIEBOT'O YYACTHUA B PACXOAAX.

Xoma npunamuiii 6 pamxax IIEIT-EIIA n00x00
K MOHUMOPUHZY U OUeHKe HA OCHOBE Pe3Ylb-
mamoe oeamensHocmu oul1 0oaee npozpec-
CUBHDBIM NO CPABHEHUIO C OCMANLHBIMU MeXa-
Husmamu punancuposanusn IFC, 6 xooe npoge-
OeHUSA AHATUMUYUECKOTL OUCHKU IMO020 NOOX00a
ObIIU BbIABIECHBL HEKOMOPbLE HEOOCIMAMKU.
B 2001 rogy nporpammoti I1EIT-EIIA 6b11 pa3pa6o-
TAaH MEXAHNU3M YIIPABICHUA HA OCHOBE PE3YABTATOB
JEATCIbHOCTH, KOTOprfI BO MHOTUX OTHOLICHMAX
BBITOJHO OTVINYAETCA OT JPYTHUX MEXAaHU3MOB TIpe-
JOCTABJIEHUA KOHCYIBTAlIMOHHBIX YCIIYT. TeM He Me-
Hee, B XO/Ie MTPOBEJCHUA AHATUTUYECKOH OI[€HKU
OBLIIN BBISIBJICHBI HCITOCTATKU B CUCTCMC U3MCPC-
HUA PE3YIETATOB, B OCOOEHHOCTH B TOM, YTO KaCa-
€TCsI KAYECTBEHHOM CTOPOHBI ITOKA3ATEICH, ITOJTHOMN
JOCTOBEPHOCTH OOCIENOBAHNUH U JPYTUX (HDOPM
c60pa IAHHBIX, 4 TAKXKE OTCYTCTBHUS KOHTPOJIA PaC-
XOJIOB HA YPOBHE KOMIIOHEHTOB ITPOEKTA, 9TO Orpa-
HUYHBAET BO3MOKHOCTH OLICHKH PA3JIMYHBIX (POPM
JEeATETBHOCTH.

B nenom, B pamkax ITETI-ELIA 6bu1a OCymiecTBaeHa
JOCTATOYHO YCIENTHASA IPOIPAMMA, CTPYKTYPa KO-

TOPOH CHII'PAJIA PEIAOINLYIO POJIb KAK B YCIIEITHOM
OCYIIECTBJIEHUN OTAENbHBIX ITPOEKTOB, TAK U B
MAaCIITA0HOM PEMEHUH 33a9 ITO OCHOBHOI IIPOT-
pamMMe; OAHAKO, HEKOTOPBIE OPIaHU3AIMOHHbBIE
HETOCTATKHA U HU3KUIT YPDOBEHD JOCTUKEHUA yC-
MIENTHBIX PE3YABTATOB ITO HEKOTOPBIM I'DYIIIAM IIPO-
JYKTOB CHA3WJI €€ ITOTEHIIUAILHYIO 3(POEKTUBHOCTD.
C mauama 2006 roza, nporpammort [1ETT-EIA 6butn
MIPEANTPUHATBI HEKOTOPBIE YCIIEIIHBIE IATH ITO pe-
HICHUIO PA3JIMYHBIX NIPO6IEM, OOO3HAUYCHHBIX B
onenke HI'O m cTaBmIMX NpeaMETOM OOCYyXJe-
HUS C DyKOBOACTBOM U cOTpyAaHUKamu ITETI-ELIA B
XOJIe TPOBEIEHMSA OLIEHOK HA YPOBHE KOHKPETHDIX
IIPOEKTOB.

PekomeHpaumu
Huxe npusogarcs pekomenganyu HI'O-1FC, ocHo-
BAHHBIC HA TVIABHBIX BBHIBO/AX JOKIA/IA.

IFC moicem u3eneus noaws3y u3 ucCnoas306a-
HUA OMOCNBEHBLX KOMNOHEHMO8 mooeau ITEII,
00HAKO gocnpouseedenue IMmoii mooenu ye-
AUKOM U 8 WMUPOKOM macuimade 8 Opy2ux
pezuonax ne pexomendyemcs. Heooxoqumo yc-
TPAHUTD HEJOCTATKH B OPTAHU3ALIMOHHOM CTPYKTY-
pe ITETI-ELIA B €€ TenepenHeM COCTOAHNUM; TIOObIE
JPYT'U€ PETHOHAIBHBIE MEXAaHU3MBI, KOTOPBIE CTPE-
MATCA K BOCIpousBegeHuio Mogenu HEI no/wKkHb
BHUMATEIbHO €€ U3YYUTDb U COOTBETCTBYIOIIUM O6-
pPa30M afanTHPOBATh K CBOUM IIOTPEOGHOCTAM.
Kpome Toro, HeKOTOpPbIE IPyHIIbl IPOAYKTOB ITEIT-
EITA HYX/1aI0TCSA B IIEPECMOTPE C YIETOM ITUX
HenocTaTKoB. K cruibHbiM cropoHaM [TEIT-EHA mox-
HO OTHECTHU CTPYKTYPY YIIPABJICHUS, CIICIIMATIbHBINA
XAPAKTEP OCHOBHBIX I'PYIII NPOAYKTOB, AKILICHT HA
Pa3zpabOTKy THPAKUPYEMBIX IPOEKTOB, HCIIOJIb30-
BAHHE B XOJI€ PEAIN3ALNU ITPOEKTA KOMAH/IbI CIIE-
LIMATMCTOB, COCTOAEN B OCHOBHOM M3 MECTHBIX
COTPYAHHUKOB, YIIOP B XOJ€ PA6OTHI HAJ| OTJEIbHBIM
IIPOEKTOM Ha IOCTIKEHUE LIEJIEBBIX TIOKA3ATENEN 1
JIOTITOBPEMEHHBIA XAPAKTEP PE3Y/IBTATOB IIPOEKTA
(OT ABYX 1 JO IIATH JIET). HEOOXOAMMO y4eCTDb IIPH-
BEJEHHbIE HUKE 3aMEYAHUS:

* Jna pewenus cmpamezuueckux 3aoau, yc-
Kopenusa peazupoeéanus na nompeoHocmu
KAUEHMOE U YyuuleHusn Pe3yibmanos 6 00-
aacmu Ppazeumus Heoo0xo00uUmo paspadoo-
mams O00nee PeHmadervHblil mexanuim
PunancuPosanun KOHCYAbIMAUUOHHBLX )C-
Jye. PazpaboTka Mmexanusma (PUHAHCHPOBAHHUS
KOHCYJIETAITHOHHBIX YCYT TPHU3BAHA COKPATUTD
YPE3MEPHBIE ONEPAI[HMOHHBIE PACXO/BI, YCTPA-
HUTD 33/ICPIKKH, IIPEIBITCTBYS M OTPAHIYHUTD ITPH-
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MEHEHUE CIENUAIBHBIX YCIOBHI, BBITEKAIOMMNX
W3 IBYCTOPOHHETO (PMHAHCHUPOBAHMSA IIPOEKTOB.
Heo6X0JUMO BBIIETUTD JIOCTATOYHbBIE CPEACTBA
U1 (PUHAHCUPOBAHUA OTOOPA IIPOEKTOB, UX
Pa3pabOoTKU U HOATOTOBKH, YTOOBI OOECTICUYNUTh
(C y4€eTOM CTPAHOBOM CIIEIU(PUKN) F'OTOBHOCTD
MIPOEKTOB K PEAIU3ALNNA Ha MOMEHT 3aIIPOCa O
NPEAOCTaBIEHUN (PUHAHCUPOBAHMA. CIIEyeT IO-
OHmPATh MCIOJb30BAHUE B TEX CIy4aAX, I/E
3TO BO3MOKHO, MOJIENEN KOJUIEKTUBHOI'O WIH
CMEIIAHHOIO (PUHAHCUPOBAHMS; 3TH MOJEIN
MO3BOJIAIOT OBICTPEE MOMYIUTD JOCTYI K (PUHAH-
CHPOBAHUIO, HO IIPU 3TOM CO/IEPKAT MEHBIIIE OT'-
PaHUYEHHUA OTHOCHUTEIBHO MACIITA00B MPOEK-
T4, IPOEKTHBIX PEMIEHUNI U KaJPOBLIX OTPED-
HOCTEMN.

Caedyemymeepoums NOAUMUKY 6 00racmu
J00CKuUX pecypcos, komopas omeeuaem
nompeonocmam Habéopa u coxpanenusn
Kaopoe u oonezuaenm 0OCIMYn K yciyzam cne-
UUANUCINOE MUPOBO20 YPOBHA HA KPAMKO-
cpounoti ocnoege. IFC cieryer pacCMOTPETD BOII-
POC O CO3gaHUHN TPO(DECCHOHATIBHBIX KaZIPOB Py-
KOBOJUTEJIEN IIPOEKTOB. [ ITOJTyYeHUA TOCTYIIA
K HOBEMIIeMy MUPOBOMY o1ibITy IFC ciieryer pac-
CMOTPETH BONPOC O CO3/JAHUH T'PYIIIBI IKCIIEP-
TOB I10 KOHCY/IBTAlIHOHHBIM YCIyT'aM I10 OCHOBHBIM
HATIPABJICHUAM, BKJIIOUAs 9KCIIepTOB IFC, coTpy-
HMKOB BCEMHMPHOro 6aHK4, BHEMIHUX KOHCYJIb-
TAHTOB, YTOOBI IIOMOYb IIPOEKTHBLIM I'DYIIIIAM B
CBOEBPEMEHHOM U 3(P(PEKTUBHOM OOECTICUCHUHN
oTpebHOCTEN KINEHTOB. C y4EeTOM ITPOIIecca Jie-
nenTpammsanyu IFC, skecneprHasn 6a3a Ha MECTAX
JIOJKHA CO3/1aBATbCA C y4ACTUEM MEXKAYHAPO/I-
HBIX 9KCIIEPTOB. K/IIOUEBbIMU BOIIPOCAMH OCTAIOT-
Cs1 IOBBIIIEHUE MTPOPECCUOHAIBHOIO YPOBHA U
3HAHUI COTPYJHUKOB, COXPAHEHHUE MUPOBOT'O
OIIbITA ¥ MOOMJIM3AIINA OIIBITA IO OCHOBHBIM KOM-
rnoHeHTam (Hanpumep, MCII, passurtue 4acCTHOTO
CEKTOPA, OTPACJIEBBIC ACIAPTAMEHTBI).
Heo06x00umo auxeuduposams uau nepepa-
o60mams neappexmuensvie npoexmst, 4Mo
omHnocumca kKo muozum npoexmam INEII-EITA
no paszeumuio cesnseil, u cocPpeoomouums
GHUMANUE HA MeX NPOeKmax, 6 PamKax Ko-
mopuLX 06U OOCMUZHY ML NOSUMUCHDLE
pesyavmamut. IFC He cnepyeT IPOJIO/KATD UC-
IIOJIb30BATH MOJIENIU IIPOEKTOB, KOTOPBIE UMEIOT
CIIOPHOE WJIH HECYIECTBEHHOE CTpaTEruye-
CKO€ 3Hadenue mra Kopnopauuu Win ponb U
BKJIA/l KOTOPBIX B €€ JIEATEIBHOCTD ABJIAIOTCA MU-
HUMAaJbHbIMU. IIpU IEpecMOTPE MPOEKTOB 110
passutuio caaseit I1EI-EIIA neo6xoaumo o6pa-

TUTBCS K ONBITY JlenapTraMeHTa 10 Pa3BUTHIO
MCII u gpyromy onnity IFC.

* Yayuwmenue xauecmea noxazameneii MO, me-
M0008 COOPA OAHHBIX U KOMMEPUECKUX Pac-
uemoe. 312491 B Chepe MOHUTOPUHIA M OLIEHKH
B PAMKaX IPOEKTA JOJUKHBI OBITH alallTUPOBA-
HBbI K YCJIOBUAM KOHKPETHOM CTPAHBI B XOJ€
ITOATOTOBKH ITPOEKTA, TIPOBEPEHDI B PAMKAX IIPO-
LIeIypbI OBOOPEHNA MPOEKTA U TOJKHBI KOHTPO-
JIMPOBATHCA B MEPHOJ PEAIUIALNMN ITPOEKTA.
CnenyeT pa3paboTaTh OOJIEE TOUHBIE METOJTUKHA
W IPHUHLMAIBI COOPA AAHHBIX /1A ONIPEIETIEHNS UC-
XOJHBIX ITOKA3ATENIEN U NPOBEAEHUSA IO MEPE
BO3MOKHOCTH CPABHUTENBHOI'O aHAIM3A B PA3-
HBIE NTEPUOABI BDEMEHHU U 110 PA3HBIM CTPAHAM.
TpebyeTcs THATETPHO OTCJIECKUBATH ITPABUIIb-
HOCTb MCITOJIb30BAHNA TTOKA3ATENEN I TPUOO-
peTEHNA HEOOXOAUMOTO OITBITA U OOECTICYECHUS
Ka4eCTBA JAHHBIX. HeO6X0AMMO BHEJPEHNE BCEC-
TOPOHHET'O MeXaHU3Ma (PUHAHCOBOTO y4eTad U
OTCJIEKMUBAHUA PACXOJOB, KOTOPBIA HE TOJBKO
YCUIUT PaboTy CUCTEMBI MO, HO M CTAHET IIO-
JIE3HBIM MHCTPYMEHTOM YIIPABJIEHUA TPOEKTOM
IIPYU IPOBENEHNH CPABHUTENBHOI'O AHAIN3A PAC-
XOZIOB IO PA3HBIM BUJAM JEATENBHOCTH U PA3Pa-
OOTKE CTOMMOCTH KOHCY/IBTALIMOHHBIX YCIIYT U
CTPATETrUN NPUBIEYEHNUA KITMEHTOB K UX OIUIATE.

IFC cneoyem cmpamezuuecku u CUCIEMHO UC-
noABL306aMb 63AUMOOONOIHAIOUUE UHCMP)Y -
MeHmbL NPeooCmMasIeHUA KOHCYIbMAUUOHHBLX
YCRY2 u unHeecCmuuil 0N yo00GnemeopeHus Oo-
2ocpounsvix nompeoHocmert cmpan 6 ooaac-
mu pazeumua. 1FC npepyiaraercsa pacCMOTPETD
CJIELYIOIIUE BOIPOCHL:

* Paspabomxa u peanu3auus nocieoo8ameins-
HOl U 63AUMOOONOAHAIOWCIL cCmPamezun
npeoocmasnenusl KOHCYAbMAUUOHHBLX YC-
JIy2 U UHEECIULULL HA OCHOBe Yuema nompeo-
HOCmell Kaxicooili cmpansvt 6 oOaacmu
paseumusn. Ycnnenus MHCTUTYIIMOHAILHON 1
CTPATErNYECKON ITOCIEJOBATEIBHOCTU MOKHO
JIOCTHYD 34 CUET (1) Pa3pabOTKU U OCYIIECTBIIC-
HMUS, [0 MEPE HEOOXOAUMOCTH, ITOCIEJOBATENb-
HOI CTPAHOBOY CTPATETUH, B KOTOPOU KOHCYJIb-
TAIMOHHBIE YCJIYTH U MHBECTULIUU BBICTYITAIOT
B KAYECTBE B3AMMOJONOIHAIOMNX NHCTPYMEH-
TOB (MIX TOJIBKO NMPOEKTBHI ITO PEAOCTABIECHNAIO
KOHCYJIBTALIMOHHBIX YCIYTI' WA B COYETAHUM C
nHBectTunuamMu IFC) m1sa TOCTUXKEHUS TOITO-
CPOYHBIX IIeJIEH HA YPOBHE CTPAHBI WJIA CEKTOPA,
(b) obecneyenus B3aNMOACHCTBUA COTPYIHH-
KOB, 3aHUMAIOIIMUXCA BOIIPOCAMM IIPESOCTABIIE-



HHA KOHCYJIBTAIIMOHHBIX YCJIYT' M MHBECTUIIAH, U
pacCIHIMPEHUE OMBITA HA ONEPATUBHOM YPOBHE
JUIs B3AMMHOT'O OG0T all[€HHs IPOEKTOB U CEKTO-
PAIBHBIX THUILIMATUB U (C) PACIIUPEHHUE, TTO ME-
pe HEOOXOMMOCTH, KOOPAUHAITUU JICHCTBUH C
COTpYAHHKAMU ['pynbl Opra"nusanuii BceMupHo-
ro 6aHKa ITyTeEM (POPMAIBHOTO OIIPEIE/ICHUS TTOT-
pebHOCTEN B COBMECTHBIX MHHUIIMATUBAX 1O MEPE
X BOSHUKHOBCHUA.

* H3yuums, ¢ yuemom cneyupurxu ycioeuil
KaNcoou cmpPanvl, 603MONCHOCMU CINPYK-
mypusayuu 11006020 OCHOGHOZO Hanpaeéie-
HUA KOHCYALMAUUOHHBLX Onepauuil ona
00CmMuUNICeHUs MAKCUMALLHOZO 6030€elcm-
6UA, NYMEM YCUNLCHUA, MAM, 20€ IO 6ANCHO
U 603MOICHO, UHBECMUUUOHHLLX Uenelt
IFC. Heo6X0OTUMO TAKKE Pa3Pa0aATHIBATH IKCIIC-
PHUMEHTAIBHBIE IIPOEKTBI, KOTOPBIE OTBEYAIOT
MOTPEOHOCTAM KOHKPETHOU CTPAHBI U CTpATE-
rugeckuM npuopureram IFC, Bioyas B HUX, 110
Mepe HEOOXOJMMOCTH, OCHOBHBIE Y/IauHbIE T1a-
paMeTphl U KIIOYEBLIE KOMIIOHEHTDI CTAH/[APT-
HbIX Mozenen [1EIT (Hanpumep, 1o nporpaMmme
pedopm, TpoecCHOHAIBHOMY OOYYEHUIO U 110-
BBIIIEHUIO IIOTEHIINA/IA, U HITMPOKOMY PaCIIPO-
CTPaHEHUIO NH(POPMAITIN).

IFC neo6x00umo ymeepoums 60.1ee noopoo-
HY10 U KOHKPemu3upoeannyio CUCInemy ueHo-
oopa3oeanus Ha cC60U YCaAy2u, a marxmice
DPyxoeooaumue npunuyunst npedocmasirenus
cyocuouii Ha KOHCYALMAUUOHHBLE YCY2U, UINO
nO360AUM ONPEOeNUmMdb HOJIHYIO CHOUMOCID
onepauuu u nPedoCcmasiaAms Cyocuoun Ha u3-
oupamenvroii u cnpaseorusoii ocnoge. s
pemenys 3Tux 3a/71a4 IFC HEO6XOANMMO PACCMOTPETh
CJIE/IYIONIME PEKOMEH AU

! Eciin B JAHHOM OTYETE HE YKA3aHO UHOE, JIIOOBIE CYMMBI
B JOJUIAPaX 0603HAYAIOT foJutapel CIIIA.

2 TIpOEKTHI [TO YCTAHOBJICHUIO CBsI3eH B pamKax [TEIT-ELIA,
KOTOPBIE PACCMATPUBAIOTCS B 3TOM UCCJIEJOBAHUH, ObLIN
HAIPaBJIEHBI HA (2) pa3pabOTKy JOTUCTUYECKOM 1ETTOYKH,
CBA3BIBAIONIEH PAJ] TOCTABIIMKOB M IIepepadbaThIBaIoniee
npeanpusaTue, (b) CogeficTBIE PA3BUTHIO IEITEIBHOCTH 1
MHBECTUIIMOHHBIX CBA3CH CPEJIU LIEJICBOU I'PYIIIIBI MHBEC-
TOPOB (TO €CTh, COAECHUCTBUE MHBECTUIIMAM, ITEpeiayda (hyH-
KLU BHEIIHUM MOAPSAAYHKAM, PA3BUTHE TOPIOBIIN ), U /WA
() copericTBUE PA3BUTUIO KOHCYIBTAIIMOHHBIX YCIYT U

o Jansuetiman pazpadomra HedasHo npuns-
moii 00uiedi ueHoBO NOUMUKU U RPUHUU-
1086, KOmopsvle NPUIEAHLL CIMAMb YeIMKUM
npaxmuuecKum PyKxo6oocmeom u opuen-
MUPOM 0A3a COOMEemcCcmaeyouLeil OueHKu
onpagoannocmu cyocuouii, 00aHcCHaA GKM0-
uamos yenegoil ouana3on uen OaA Pasiuu-
HBILX MUNO0E onepanuil, a maxdice npumepot
u npaxmuueckue cxemwt. IFC cieryer BOOpy-
JKATb CBOMX OII€PATUBHBIX COTPYJHUKOB UHCT-
PYMEHTAMU, UMEIOIUMU IIPAKTHYECKOE ITPUME-
HeHue 71 3PPEKTUBHON PEATN3AITUN HOBBIX
IIPUHITUIIOB, BKIIOYAsl BO3MOKHBIE IIEHOBbIE 1N~
AMa30HbBI C YYETOM KOHBIOHKTYPBI MECTHOTO
PBIHKZ; B TO K€ BPEMSI, HEJIb35 CBA3BIBATD MHUITU-
ATUBY COTPY/THUKOB )KECTKUMU 11€HOBBIMU ILIa-
HAMU, IPHUHATEIMU HA YPOBHE BCer Koprniopannm.
DTO NOMOJKET TAKKE YKPEIUTD [TapaMeTp “CcTpa-
TETUYECKOE 3HAYEHUE” B CAMOCTOATEIBHBIX
OILIEHKAX, CO/IepKAMMUXCA B oTdeTax IFC 1o uro-
r'aM 3aBEPIIECHHUS TPOEKTA, KOTOPBIE YTBEPIK/IAIOT-
¢ HI'O. DTOT nmapamMeTrp npeAnonaraeT OIeHKY
MNPUEMIIEMOCTHU 3AIUIAHUPOBAHHON U PEANIBHOM
OKYIIA€MOCTH 3aTPAT 1O KAKIOMY IIPOEKTY, OI-
HAaKO, 6€3 HEOOXO/JUMOT'0O PYKOBO/ICTBA 110 OIIpe-
JIEJIEHUIO 3TOI'0 MNapaMeTpa PYKOBOJUTEIHN
11€JIEBBIX TPYIII HE CMOTI'YT IIPABHJIBHO €IO Olle-
HHUBATb.

* Dunancosslii yuem sampam na papacom-
Ky, npoeeoenue u ocyuecmaenienue KOHmpo-
27 3a oneparuamu no nPpeoocmasnienHuIo
KOHCYAbMAUUOHHBLX YCLY2, 4 MaKHce yuem
HAKAAOHBLIX U AOMUHUCIMPAMUBHBLX Pac-
X00086 IFC. DTO IOMOET JIy4lIl€ IIOHATH OOLTYIO
CTOUMOCTD IPOEKTA U MO3BOJUT MPABUIBHO
IIPOBECTU CPABHUTEIBHBIN aHAIN3 PA3IMYHBIX
IIPOEKTOB M IIPOI'PAMM.

(prHAHCHUPOBAHUA IS MTOAJEP/KKI CO3/IaHUS HOBBIX CBSI-
3€l MEXY IOCTABIIMKAMH U I1€PEePAOATHIBAIONUMU IIPE]-
MIPUATHSIMU Y€PE3 €IUHBIN HHCTUTYT (TO €CTh, BHIPA60TKA
PEKOMEH/IAINH I IOCTABIIMKOB 110 YIYYIICHUIO Kade-
CTBA MPOJYKIIMH U YBEJIMYECHHUIO €€ 06'bEMOB JIIs Tepe-
pabaTHIBAIOMIUX NIPEAIIPUATHH, 4 TAKKE OOCCIIEYCHUE
JIOCTYTIA K (PUHAHCUPOBAHHUIO, BKJIIOYAs IN3UHT, HEOOXO-
JUMast MOJEPHU3ALMS OOOPYAOBAHUS U CO3IAHUE 000-
pOTHOTO KanuTtana s pepmepos). bonee nogpodbHOE
U3JI0KEHUE ITUX BOIIPOCOB MOYKHO HANTH B IJIABE 3 U IIPU-
JIoKeHnu D.
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[FC Management Response

to IEG-IFC’s

IFC Advisory Services in Eastern Europe
and Central Asia: An Independent
Evaluation of the Private Enterprise
Partnership Program™

anagement acknowledges the significant research effort involved in
IEG’s major independent review of IFC’s Private Enterprise Partner-
ship in Eastern Europe and Central Asia (PEP-ECA). This review was
based on detailed evaluations of 44 mature advisory assignments completed
by PEP-ECA, all of which began after May 2000 and ended before December 2005.

Introduction

Overall, Management agrees with the general di-
rection of the report and its recommendations and
is pleased to note that, in nearly every instance,
IFC has already initiated responses to the issues
raised by the recommendations. Management
believes that the review recommendations help
support the emphasis and progress that IFC has
already made in responding to these issues, even
prior to the review findings.

*Distributed to IFC’s Board of Directors on July 10, 2007,
and discussed by the Board’s Committee on Development
Effectiveness on July 25, 2007. Released by IFC in accordance
with IFC’s Policy on Disclosure of Information.

Management is pleased to note that IEG’s inde-
pendent evaluation found, overall, that the PEP-
ECA program was largely successful and achieved
its objectives of improving investment climates and
promoting private investment. More specifically,
some two-thirds of PEP-ECA's projects by number
and some four-fifths by value achieved successful
development effectiveness results. The objectives
PEP-ECA most clearly met were improving the
business climate and promoting investment; less
obvious was the area of promoting small and
medium enterprise growth.

Management also notes that a key success factor
for PEP-ECA appears to be the management ap-
proach together with the focus on the development
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of key products. PEP-ECA uses specialist managers
and replicable programs and had a strong em-
phasis on local staff hiring along specific product
lines. As identified in the report, a number of other
IFC facilities have already applied this and other as-
pects of PEP-ECA’s approach. More recently, IFC has
worked with its advisory business line leaders to
implement such a product line approach. Namely,
IFC has identified project types that are likely to
achieve strong development results, which demon-
strate potential for scaling-up, and in which IFC al-
ready has significant expertise to identify advisory
product types with high potential for future repli-
cation, where appropriate.

We also note that the report indicates that per-
formance of the individual PEP-ECA product lines
varied. Financial markets projects, particularly leas-
ing, outperformed all other business lines in all di-
mensions measured. Corporate governance and
business enabling environment projects performed
better than the average PEP-ECA project success
rate and the first generation of linkages projects.

Management notes that sectorwide interventions
that complemented investment activity demon-
strated “significantly higher development effec-
tiveness ratings.” These complementarities may
be explained by advisory staff being able to build
on existing investment relationships with rep-
utable industry players and also because sector-
wide project success would not be tied to the
fortunes of a single firm, as would be the case in
firm-specific interventions. Whatever the drivers
of higher impact, this finding supports IFC’s cur-
rent approach to encourage sectorwide advisory-
investment collaboration wherever appropriate.

Management recognizes that opportunities exist
for IFC to continue to enhance its development
effectiveness and finds this report informative in
this regard. Management would like staff to learn
from the report’s findings and recommenda-
tions by proposing that IEG conduct a work-
shop on this report with the SME, PEP-ECA,
Central and Eastern Europe, and other relevant
departments. Specific responses to each rec-
ommendation follow.

Responses to Specific Recommendations

Consideration should be given to designing
an advisory funding mechanism that is
more cost-effective to meet strategic ob-
Jectives, improve client responsiveness, and
enhance development results.

Management Response

IFC has a funding mechanism that is more time
responsive than the project-by-project funding
approach used by PEP-ECA, called the facility
funding model. Under the facility model, donors
fully fund the activities of an IFC facility from the
start of its operation, usually over a five-year
funding cycle. To date, donors active in PEP-
ECA’s region have preferred not to operate on
this basis.

With Board approval, in June 2004 IFC initiated
an internal Funding Mechanism for Technical As-
sistance and Advisory Services (FMTAAS). IFC has
selectively used FMTAAS to support new project
initiatives and fund the back office/administra-
tive work of IFC’s advisory facilities. These funds
enable IFC to undertake strategic initiatives when
donor funding is unavailable.

Consideration should be given to adopting
buman resource policies that address re-
cruitment and retention requirements and
Jacilitate access to much needed short-
term global expertise.

Management Response

IFC has recently completed a human resource re-
view specifically of its Advisory Services operations.
This review investigated issues of attracting, plac-
ing, and developing staff with specialist expertise.
Recommendations in the review include a larger
and more stable core cadre of expert Advisory Ser-
vices staff, which should help IFC attract and re-
tain specialist staff.

Consideration should be given to elimi-
nating or redesigning projects that have not
been effective, as is true in many tradi-



tional PEP-ECA linkages, and doing more
of those that have achieved positive results.

Management Response

Some of the poorly rated PEP-ECA projects were
directed at SME development. PEP-ECA has com-
pletely phased these projects out and is now
reaching SMEs through work on access to finance
and the business enabling environment. The other
poorly rated work was the first generation of link-
ages projects. IFC has a central linkages team and
network that has worked on refining and im-
proving linkage project development impacts.

As noted above, IFC has worked with its advisory
business line leaders to identify project types
likely to achieve strong development results for
future replication. A number of the projects iden-
tified for replication include successful PEP-ECA
projects, such as leasing.

Consideration should be given to improv-
ing the quality of M&E indicators, data
collection methods, and cost accounting.

Management Response

IFC has made major advances in M&E since the
review period. IFC has identified and imple-
mented sets of standard performance indicators
of output, outcome, and impact for each prod-
uct under its five business lines and is develop-
ing incentives for the use of these indicators.
IFC has undertaken 20 experimental trials to un-
derstand the impact of selected projects better,
and the findings are being fed back to advisory
staff. IFC is also undertaking project reviews,
conducted using external experts, to improve
program design and implementation where 11
such reviews have been completed. Further-
more, IFC is currently developing a tailored ap-
proach to advisory cost-benefit analysis as a means
of better linking M&E to project cost accounting.

IFC should consider developing and im-
plementing a cobesive and complementary
Advisory Services and investment strategy
based on each country’s development needs.

IFC MANAGEMENT RESPONSE TO IEG-IFC

Management Response

IFC is working to strengthen the synergies of its
investment and Advisory Services through better
integration of strategies and enhanced coordi-
nation of advisory and investment activities. IFC
is also seeking to strengthen its country focus
further. As discussed in IFC’s 20006 Strategic Di-
rections: Implementation Update and FYO7-FY09
Outlook (2006a: chapter II), IFC is working to en-
hance further its programmatic approaches to
activities at the country (and sector) level. In ad-
dition, there is an increasing IFC in-country staff
presence through an ongoing process of decen-
tralization, and this should further facilitate a
more country-focused strategic approach.

Within each specific country context, IFC
should consider exploring bow each core
area Advisory Services intervention can be
structured to maximize impact, leveraging
IFC investment objectives where relevant.

Management Response

PEP-ECA’s approach has been to identify the need
for particular advisory products, including look-
ing at how these projects relate to investment
objectives. Due to the difficulty in coordinating the
timing of funding from donors (described above),
upon identifying country priorities, PEP-ECA un-
dertook general project design up front in order
to obtain donor funding and then fine-tuned the
project design once donor funding was received
and the project launched. With FMTAAS funding,
IFC is now better positioned to do more thorough
needs assessments to support better project de-
sign up front and to launch projects more quickly.

IFC should consider further developing the
recently issued general pricing policy and
principles.

Management Response

The IFC-wide advisory pricing guidelines were
initiated in January 2007. These guidelines in-
volve IFC identifying the expected public and pri-
vate benefits from an advisory project and then
requesting an appropriate level of contribution to

XXX i



IFC ADVISORY SERVICES IN EASTERN EUROPE AND CENTRAL ASIA

XX X0

the cost of that project from the recipients of pri-
vate benefits. [FC’s approach and the effect of the
pricing guidelines are currently under review.
This review will determine the effectiveness of the
current policy and any need for changes.

IFC should consider accounting for the cost
of designing, implementing, and supervising
the Advisory Services intervention as well as
IFC’s overbead and administration costs.

Management Response

IFC already has a major program under way to up-
grade its advisory project budgeting further. This
program, once complete, will see IFC apply a
standardized approach to all of IFC’s advisory
project budgeting. This approach will also en-
sure that every IFC advisory budget accounts for
all program elements, including the costs of de-
sign, implementation, and supervision.



Chairperson’s Summary:

Committee on Development

Effectiveness (CODE)

n July 25, 2007, the Committee on Development Effectiveness (CODE)

considered the IFC Advisory Services in Eastern Europe and Cen-

tral Asia: An independent Evaluation of the Private Enterprise Part-
nership Program report and the Draft IFC Management Response.

Background

PEP-ECA was established in 2000 to consolidate
its Advisory Services program in the region and
provide a more permanent, specialized manage-
ment structure. Its objectives are to improve the
investment climates, promote private investments,
and facilitate more rapid growth and develop-
ment of small and medium enterprises (SMEs).
Other regional Advisory Services facilities have
been emulating PEP-ECA features.

Main Findings and Recommendations

IEG found that PEP-ECA was generally successful
in achieving its objectives, although the impact was
less clear for SMEs. It also noted that almost two-
thirds of projects achieved successful development
effectiveness results. IEG attributed the posi-
tive results to PEP-ECA’'s management structure,
product line specialization, focus on develop-
ment of replicable projects, dedicated project

teams of qualified professionals, including local
staffand international expertise, strong project im-
plementation, and long-term project life. In ad-
dition, IEG identified some areas for improvement,
including the funding approach, pricing of Advi-
sory Services, as well as the need to assess coun-
try and market conditions better and tailor projects
to local conditions before project launch. The re-
port also provided three sets of recommenda-
tions: (a) strengthen the organizational structure
of the PEP-ECA model, focusing on funding ap-
proach, human resources, treatment of ineffective
projects, and monitoring and evaluation, (b)
strategically leverage advisory and investment
tools in a complementary fashion to tackle long-
term country and sector development needs, and
() formalize more detailed pricing and subsidy
guidelines for Advisory Services to assess the full
cost of intervention and provide subsidies on a se-
lective and justified basis.

XXXITi
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Draft IFC Management Response

IFC agreed to the thrust of the IEG findings and
recommendations and noted that it is already
initiating responses to the issues raised in the
evaluation report. In this regard, IFC provided
information on actions being taken. IFC noted
that there are many lessons that could be drawn
from the IEG report and informed CODE that
IEG had agreed to organize workshops with
IFC on the PEP-ECA evaluation for staff work-
ing for PEP-ECA and IFC’s Central and East-
ern Europe, SME, and other departments.

Overall Conclusions and Next Steps
CODE commended IEG for an informative and
well written report. It also appreciated Manage-
ment’s acceptance of IEG findings and recom-
mendations and its prompt actions to implement
them. Members welcomed the achievement of
successful development effectiveness in two-
thirds of projects supported by PEP-ECA. They also
noted that the report provides useful information
and lessons for improving the development ef-
fectiveness of IFC Advisory Services in general.
Members encouraged the use of the findings to
strengthen PEP-ECA and other regional PEPs. The
main topics discussed by CODE included (a) syn-
ergy between the Advisory Services and invest-
ments, (b) pricing policy, (¢) collaboration among
World Bank Group institutions and within IFC, (d)
product line specialization, and (e) results mea-
surement and monitoring evaluation. CODE
looked forward to a technical briefing by IFC on
its pricing policy for Advisory Services.

The following main issues were raised during the
meeting:

Complement Advisory Services and in-
vestments. Several speakers stressed the im-
portance of leveraging Advisory Services and
investments in a complementary fashion to ad-
dress a country’s long-term development needs.
In this connection, a speaker observed the rel-
atively high level of Advisory Services and the
lower amount of investments in the ECA region.
Another speaker asked IFC about its initiatives
to strengthen the synergy between Advisory Ser-
vices and investments at the country level, and

IEG’s views on IFC’s ongoing efforts. A member
noted the need for appropriate staff incentives
to support complementarity between Advisory
Services and investments. Management ac-
knowledged the importance of enhancing the
synergy between Advisory Services and in-
vestment and noted that the mix of support
depended on country and climate-specific cir-
cumstances; in some countries, IFC may de-
liver only advisory support and, in others, only
investment, but in most countries, IFC would de-
liver some combination of Advisory Services
and investment. Management expected the shift
of staff to the field would strengthen the inte-
gration of Advisory Services and investments at
the country level. IEG welcomed the steps taken
by Management to enhance the complementar-
ity between Advisory Services and investments,
which is a work in progress.

Product line specialization. Noting the
strengths of product line specialization, one
member wondered whether IFC had given
thought to developing “flagship” Advisory Ser-
vices, such as the International Monetary Fund’s
financial advisory programs. Others echoed IEG’s
findings on the need to adapt product lines to
client needs and specific country circumstances,

especially at the product preparation stage. A
member asked about the gaps in the product
preparation stage. IEG elaborated on its findings
on the impact of the PEP-ECA funding approach
in limiting the adaptation of product lines to
the country context, as well as weaknesses at the
product preparation stage. Concerning “flag-
ships,” Management responded that a recent re-
view of Advisory Services led to classification of
advisory products into three categories: devel-
oped (or core), under-developed, and other.

Following this exercise, more resources are now
Jocused on the first two categories. A member
was interested in the improvements to the prod-
uct lines, which had relatively lower success
rates, namely SME development and linkages.

IEG cautioned about drawing definitive conclu-
sions about direct IFC support to SME develop-
ment because there were only four, very different
PEP-ECA projects during the period reviewed. It
also noted that indirect efforts (e.g., through fi-
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nancial intermediaries) were more promising
than direct efforts, but noted the need to cap-
ture impact on SMEs better. With regard to link-
ages, IEG noted that the evaluated projects
belong to the early generation of such projects,
which were executed before creation of the link-
ages business line under the oversight of IFC’s
SME Department. IEG also indicated that the
challenges faced in the linkages projects are spe-
cific to industries and clients. In response to a
specific question about the inclusion of energy
efficiency in Advisory Services, Management
elaborated on the increasing work in this area
that is supported by PEP-ECA.

Pricing policy. Several members sought to un-
derstand better IFC’s pricing policy and guidelines
initiated in January 2007, including the approach
to separate public and private benefits and charge
recipients of private benefits. They requested an
IFC technical briefing on the topic. A member also
sought more information on IFC’s experience
in implementing the pricing policy and the de-
mand by the private sector projects. Manage-
ment briefly explained the role of staff judgment
in determining public and private benefits and
that pricing applied only to private benefits. It
noted that there is no pre-set percentage for
pricing, which is based on specific project and
client circumstance. Management also said that
there is an ongoing preliminary review of the im-
plementation of the new pricing guidelines and
remarked that firms bave so far, as a general
rule, been willing to pay the fees. Management
added that the client contribution is fairly lim-
ited and that costs of Advisory Services are
funded mostly through retained earnings and
donor contributions. Management agreed to
provide CODE with more information on its
pricing policy at a technical briefing.

Internal coordination. Some speakers raised
concerns about the compartmentalization of
staff knowledge along product lines, operational
departments, and regions. They highlighted
the importance of integrating knowledge and
experience within IFC and strengthening the
synergy among the different units of the or-
ganization to serve clients better. Management

described the ongoing efforts to ensure internal
coordination at the management and staff lev-
els, which includes managers’ meetings every
six months to review the work and share ex-
periences and yearly meetings of regional and

field-based staff working in specific business

lines.

Strengthening collaboration. Speakers em-
phasized the need to improve World Bank Group
collaboration, drawing on the comparative ad-
vantages of each institution. In particular they
called for a formal framework for coordination with
the Bank for private sector development, in light
of IFC’s scaling up of activities in frontier and In-
ternational Development Association countries.
Management clarified that specific procedures
bave been introduced to strengthen the World
Bank Group collaboration, systematically in-
vite counterparis to strategy meetings and peer
reviews, as well as share poritfolio information
on IFC Advisory Services. A few speakers re-
marked on the unique comparative advantage of
IFC Advisory Services stemming from IFC’s ex-
perience and understanding of private sector mar-
kets. They encouraged IFC to draw on its expertise
in Advisory Services beyond traditional areas, such
as new financial market instruments (e.g., hedg-
ing instruments, and asset management), and to
help private sector clients in developing coun-
tries meet the demands of the global market.
Management responded that it will further con-
sider how to expand its technical work in the fi-
nancial area, including the possibility of drawing
on the expertise of IFC’s Treasury.

Monitoring and evaluation of Advisory Ser-
vices. A member asked for more information on
steps being taken to monitor and evaluate bet-
ter the development effectiveness of Advisory
Services. Management assured members of its
efforts to strengthen results measurements,
which includes establishing standards indica-
tors for output, outcome, and impact; taking
part in a number of external impact evalua-
tions; and working with IEG to improve the
quality of project completion reports.

Jiayi Zou, Chairperson, CODE
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Introduction

his evaluation addresses Advisory Services, which is an International
Finance Corporation (IFC) business segment that has grown rapidly and
has become an integral part of IFC’s activities. IFC management now
recognizes Advisory Services as an essential business line for increasing IFC’s
ability to (a) support private sector development and create sustainable de-
velopment impact, (b) enhance the investment climate, (c) provide addi-
tional benefits to investment clients and their surrounding communities, and
(d) distinguish IFC from competitors through value-added Advisory Services.

Accompanying the increase of Advisory Services,
IFC management has adopted several measures
intended to take a strategic approach to devel-
oping and delivering such services. These in-
clude formation of Advisory Services regional
strategies, establishment of five strategic prod-
uct lines, a new IFC funding mechanism, an
Intranet-based project information and approval
system, measurement and tracking of results,
pricing principles, and measures for enhanced
coordination with other parts of the World Bank
Group.

Objectives

The purpose of this Independent Evaluation
Group-IFC (IEG-IFC) evaluation is to assess the
performance of the IFC Private Enterprise Part-
nership—Eastern Europe and Central Asia (PEP-
ECA), an advisory program in ECA countries
belonging to the Commonwealth of Independent
States (CIS), and to derive lessons that could

guide future IFC Advisory Services worldwide.
The evaluation addressed the following broad
questions:

* What is the PEP model?

* To what extent has PEP-ECA implemented its
mandate and achieved its objectives?

* What are the outcomes and impacts of PEP-
ECA advisory operations?

* What are the lessons from the experience of
PEP-ECA for future IFC Advisory Services?

The IFC Board approved establishment of the
PEP-ECA program in May 2000, expanded coun-
try coverage in 2002, and extended the program
until 2011 in 2005. IEG-IFC

selected this program for “IFC management now
recognizes Advisory
Services as an essential

evaluation because other
regional advisory facilities
had begun emulating many

features, including the PEP business line . .

2.
.
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name, methods, and operations, before comple-
tion of any independent evaluation of the program.

Scope and Methodology

The evaluation focused on activities undertaken
as approved by the Board in 2000 and expanded
in 2002, which comprised two levels of evalua-
tion: the project level and the PEP-ECA program
level. For the PEP-ECA program-level evaluation,
IEG-IFC conducted independent analysis of
PEP-ECA as a vehicle for delivering Advisory Ser-
vices, its management structure, support functions
(human resource management and monitoring
and evaluation [M&E)), and related dimensions.

At the project level, IEG-IFC evaluated 44 mature
advisory assignments comprising the building
blocks of the overall PEP-ECA evaluation:

* This study evaluated the full universe of 32 ma-
ture PEP-ECA advisory assignments since the
creation of PEP-ECA in 2000 and completed by
the end of December 2005.! IEG-IFC excluded
eight studies, which were designed to explore
the potential for future assignments, but did
not constitute assignments in themselves.
The 32 evaluated advisory assignments and the
eight excluded exploratory studies accounted
for all 40 PEP-ECA interventions completed
by December 2005 (see appendix A for an
overview of the evaluation methodology and
limitations).>

e A sample of 12 pre—fiscal year (FY) 2001 ad-
visory assignments in the CIS region of the
total of 16 post-privatization advisory inter-
ventions was included in the population.?
These pre-FY 2001 PEP-ECA projects were
chosen based on their potential to (a) reveal
lessons relevant for IFC advisory strategy, de-
livery, and implementation and (b) shed light
on long-term impacts of PEP-ECA projects.
The advisory assignments largely comprised
the first generation of projects replicated by
PEP-ECA, most of which were ongoing at PEP-
ECA’s creation in May 2000 and at least in part
managed under PEP-ECA.*

e The total value of the 44 advisory assignments
evaluated for this study amounted to $37.4
million.
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The IEG-IFC independent evaluation of 44 ad-
visory assignments related to 34 different parent
projects and was, therefore, summarized in 34
project evaluation reports, that is, IEG-IFC com-
bined several assignments that were extensions
or subsequent phases of the same project into
one project evaluation report.® To conduct both
the project- and program-level evaluations, IEG-
IFC reviewed available documents, data, and in-
formation (including PEP-ECA project files and
reports; earlier evaluations, surveys, data, and as-
sessments of active mature and closed projects;
IEG-IFC’s country and thematic evaluations; and
World Bank Group evaluations and internal IFC
reviews).® Data through 2005 were obtained
from PEP-ECA to assess organizational aspects,
including data on donor funding, human re-
sources, and project pipeline. In addition, IEG-
IFC conducted surveys, stakeholder interviews,
and on-site country visits. In total, IEG-IFC in-
terviewed more than 400 stakeholders (includ-
ing company clients, government clients,
journalists, IFC and World Bank staff, donors, rel-
evant experts, business associations, non-
governmental organizations, and so on) and
surveyed an additional 210 companies for this
evaluation.

IEG-IFC assigned ratings to the evaluated proj-
ects based on guidelines and ratings criteria pre-
sented in appendix B.” Box 1.1 summarizes the
rating dimensions and criteria.

Report Organization

This report contains six chapters. Chapter 2
presents the IFC strategic context for the PEP
model and its evaluation. Chapter 3 presents
overall PEP-ECA results and achievements. Chap-
ter 4 explores various structural and organiza-
tional aspects of the PEP-ECA program related to
its effectiveness—a product line approach, syn-
ergies between PEP-ECA and IFC’s investment
side, and coordination within the World Bank
Group. Chapter 5 discusses the unique PEP-ECA
funding mechanism and other cross-cutting
themes, including staff hiring, Advisory Services
pricing policy, and PEP-ECA’'s M&E system. Chap-
ter 6 then provides a summary of conclusions and
a series of recommendations.



INTRODUCTION

Box 1.1. Summary of Rating Dimensions and Criteria

3. Outcomes are changes in knowledge, behaviors, and attitudes
as a result of intervention; usually short-term or medium-term
effects, for example, client/stakeholder actions taken (passage
of legislation, increase of knowledge of leasing, or changes in

Development Effectiveness
Development effectiveness is a synthesis of the five dimensions
(1to 5) below and is rated overall as follows:

* Excellent: Qverwhelming positive development results with vir-

tually no flaws.

o Satisfactory: Generally meets expectations.

e Partly unsatisfactory: Positive aspects do not compensate for
shortfalls; generally failed to meet expectations.

» Unsatisfactory:Negative aspects clearly outweigh positive ones;
failed to meet expectations.

1. Strategic relevance measures the importance of the advisory
project to achieving country strategic objectives based on in-
country conditions at both project initiation and completion. A
summary of ratings follows:

e Excellent: Addressed major priority issues, was aimed ap-
propriately at the national level, was highly appropriate for the
conditions at project initiation and completion, and achieved
appropriate cost recovery.

Satisfactory:Largely addressed major priority issues, had po-
tentially substantial impact on direct recipient and/or local com-
munity, was appropriate for the conditions at project initiation
and completion, and recovered a majority of costs.

Partly unsatisfactory: Overlooked some priority issues, was ap-
propriate atinitiation, but not at completion due to conditions
that could not have been anticipated, and achieved substan-
tially less than appropriate cost recovery.

Unsatisfactory: Addressed low-priority issues, was not ap-
propriate given conditions at initiation, and recovered no
costs, although it was appropriate.

. Outputs are the immediate deliverables of the advisory project,
such as diagnostic reports, training manuals, legislation drafted,
managers trained, or business plans developed. A summary of
ratings follows:

 Excellent; All or more major outputs achieved with excellent
quality.

e Satisfactory: All major outputs achieved with satisfactory
quality.

e Partly unsatisfactory: One major output not achieved or of less
than satisfactory quality.

e Unsatisfactory: Several major outputs not achieved or of less
than satisfactory quality.

management techniques, corporate governance practices, or
agriculture technologies used) with considerable attribution of
changes to the project. A summary of ratings follows:

e Excellent: Vlirtually all outcomes achieved; client attributed
changes in behavior and performance to the advisory project.

e Satisfactory: Most major outcomes achieved; client attrib-
uted major changes to the advisory project.

e Partly unsatisfactory: Less than half of major outcomes
achieved; client attributed minor influence to the advisory
project.

e Unsatisfactory: Few or no major outcomes achieved, client did
not attribute change in behavior or performance to the advi-
sory project, or the advisory project had negative effects.

. Impacts are the consequences, often but not always long-term

effects, resulting from an intervention. They may be positive or
negative, intended or unintended. A summary of ratings follows:

* Excellent: Exceptional benefits achieved beyond the direct re-
cipients and national or international impact as best practice.

o Satisfactory: Allintended impacts on direct recipients achieved,
and some impact occurred beyond the direct recipient(s).

e Partly unsatisfactory: Intended impacts were partially achieved,
or some negative impacts resulted.

e Unsatisfactory: Intended impacts not achieved, or negative im-
pacts resulted.

. Efficiency measures the extent to which project costs were rea-

sonable in relation to the potential results, whether resources
were used economically (funds, expertise, and time), whether
less costly alternative ways to achieve the objectives were
available, and how reasonable the costs were in relation to the
potential results (cost-benefit or “bang-for-the-buck” dimension).
A summary of ratings follows:

e Excellent: Highly positive cost-benefit ratio; resources
expended highly economically at far less cost than the
alternatives.

o Satisfactory:Positive cost-benefit ratio; resources expended
economically and were reasonable in relation to alternatives.

* Partly unsatisfactory: Negative cost-benefit ratio; resources
could have been expended more economically; and more
reasonable alternatives were available.

(Box continues on next page)
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Box 1.1. Summary of Rating Dimensions and Criteria (continued)

e Unsatisfactory: Highly negative cost-benefit ratio; resources
could have been expended more economically; and much
more reasonable alternatives were available.

IFC Role and Contribution

IFC role and contribution measures in retrospect the extent of
IFC’s additionality or specific contribution and considers the like-
lihood of alternative funding, whether other providers could have
filled the gap, whether IFC maximized opportunities to add value,
and whether IFC was particularly catalytic, innovative, or devel-
opmental in its advisory project. A summary of ratings follows:

¢ Excellent:IFC was essential, and its contributions made the proj-
ect particularly catalytic, innovative, or developmental.

e Satisfactory: IFC's role and contribution were in line with its op-
erating principles, that is, IFC had additionality.

e Partly unsatisfactory: IFC’s role or contribution fell short in a
material area.

¢ Unsatisfactory:|FC's role was not plausibly additional, and IFC’s
expected contribution was not delivered.

IFC Work Quality

1. Project preparation measures in retrospect the extent to which
IFC professionally executed its front-end project planning work
in relation to the advisory project. This stage considers (a) if proj-
ectobjectives have been identified, (b) if specific, measurable,
attributable, realistic, and time-bound indicators have been laid
out, (c) if baseline data have been collected and appropriate sys-
tems for ongoing monitoring put in place, (d) the extent to which
project risks have been identified and mitigated appropriately,
(e) if coordination with other partners and stakeholders has

been appropriate and sufficient, and (f) if appropriate knowledge
sources have been tapped.

2. Project supervision assesses (a) candor, timeliness, and qual-

ity of performance measurement, (b) maintenance of relations
and adequacy of coordination with clients/stakeholders (in-
cludes coordination with investment officers, World Bank staff,
and others internal/external to the World Bank Group), (c) time-
liness and quality of reporting to donors, (d) appropriateness of
monitoring, (e) early and appropriate identification and resolution
of problems, (f) transition arrangements in staff turnover, (g) and
attention to sustainability issues.

3. Project implementation assesses (a) the quality of implemen-
tation of the IFC component, (b) whether IFC staff took advan-
tage of opportunities and surpassed expectations, (c) whether
resolution of implementation issues and service/product delivery
were timely, and (d) the extent of client engagement and follow-
up. A summary of ratings follows:

e Excellent: IFC's front-end work, supervision, and implemen-
tation could serve as a best-practice example.

e Satisfactory: IFC's front-end work, supervision, and imple-
mentation were of generally acceptable performance.

* Partly unsatisfactory: There was a material shortfall in front-
end work, supervision, and implementation.

e Unsatisfactory: There were material shortfalls in front-end
work, supervision, and implementation.

Note: These rating dimensions and criteria are highly similar to those
that IFC subsequently adopted and uses for self-evaluations of ad-
visory projects.



[FC Strategic Context and
Emergence of the Private
Enterprise Partnership Model

FC Advisory Services increased significantly in the past decade from
$25 million in FY 1996 to $365 million annual commitments in FY 2006
and reached a cumulative $1.7 billion; disbursements lagged behind with
a cumulative $0.7 billion at the end of FY 2006. IFC established PEP-ECA in 2000
to consolidate a large advisory program in the CIS and create a more perma-
nent and specialized management structure and long-term IFC commitment

to the region.

In FY 2006, PEP-ECA accounted for 20 percent of
total IFC and donor commitments to Advisory
Services done by all IFC regional facilities. Other
IFC regional facilities have emulated selected
features of the PEP model.

Establishment of PEP-ECA in 2000 was
part of a broader IFC initiative to expand
Advisory Services.

IFC Advisory Services operations have been ex-
panding in order to support IFC’s investment
strategy in frontier countries, adopted in 1998
and confirmed annually ever since.! The frontier
country investment focus prompted IFC to in-
crease its provision of Advisory Services to pave
the way for private sector investments. IFC’s
2003 Strategic Directions Paper confirmed this
approach, stating that “. . . Advisory Services . . .
are absolutely essential as a complement to in-
vestment and, in frontier countries with weak in-
vestment climates, are likely to be a better choice
of activity for IFC.” In 2006, IFC management set

out among other goals, “stronger focus on build-
ing a dynamic private sector in the developing
member countries (perceived by many as a crit-
ical factor for sustained economic growth) by
improving the investment climate and strength-
ening Advisory Services operations” (IFC 2006a).

IFC Advisory Services commitments have in-
creased substantially over a decade, from about
$25 million in FY 1996 to $365 million in FY 2006,
reflecting the shift in IFC’s strategy (see fig-
ure 2.1).2 Since 1986, the cumulative commit-
ments to IFC Advisory Ser-
vices totaled $1.7 billion.
During the same time, an-
nual expenditures for Advi-
sory Services increased at a
slower pace, from $18.3 mil-
lion to $151.5 million; cumu-
lative disbursements reached $0.7 billion in FY
2006. The majority of this funding has come
from donors; IFC contributions totaled about

“IFC Advisory Services
commitments have
increased substantially
over a decade . . .”
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Figure 2.1. IFC and Donor Commitments to Advisory Services Dramatically

Increased since FY 1996
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15 percent before FY 2001, increasing to 37 per-
cent in FY 2007 (as of March 2007). IFC Advisory
Services represented about 6 percent of IFC’s
2006 investment product commitments, cOv-
ered more than 80 countries, and engaged more
than a third of IFC’s full-time staff or 1,086 peo-
ple, 80 percent of whom are now based in the
field. IFC envisages further increases in its Ad-
visory Services in frontier countries and has un-
dertaken recent initiatives to introduce a more
strategic and systematic approach to Advisory
Services development, implementation, and
monitoring of results. Box 2.1 presents recent de-
velopments in IFC Advisory Services.

PEP-ECA was based on the accumulated
experience of IFC's large regional
Advisory Services program.

IFC started an active Advisory Services program
in countries of the CIS in 1992 to address the
need to develop market-oriented economies fol-
lowing the collapse of the Soviet Union. An ad-
verse investment climate existed in the CIS at that

[ Other Advisory Services

time, including a lack of private enterprise, a
dearth of investment-worthy projects, and dis-
couragement of foreign investors by unclear and
conflicting laws, unreliable judiciary systems,
corruption, corporate governance abuses, and
crime. Given the situation, IFC decided to focus
its advisory program on helping Armenia, Be-
larus, Russian Federation, and Ukraine to create
conditions conducive to private sector invest-
ment and growth. IFC also adopted this strategy,
given that the majority of CIS countries had only
joined IFC between 1993 and 1995 and IFC was
unable to make investments before they offi-
cially became IFC members.

IFC’s advisory strategy in the former Soviet Union
in the 1990s first supported privatization and
later promoted investments by an emerging pri-
vate sector. In response to government requests
in Belarus, Russian Federation, and Ukraine, IFC
addressed these high-priority areas by focusing
its Advisory Services initially on privatization
and land reform to create private sector entities.?
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Box 2.1. Recent Developments in Advisory Services across IFC

Funding Mechanism for Technical Assistance and Advisory Ser-
vices. IFC created the Funding Mechanism for Technical Assistance
and Advisory Services (FMTAAS) in June 2004 to streamline and
strengthen IFC funding for Advisory Services, lending it some sta-
bility. Although IFC intends for donors to continue funding a major
portion of IFC Advisory Services, FMTAAS enables IFC to allocate
a part of its retained earnings for Advisory Services financing. In
FY 2005-07, IFC allocated a total of $580 million to FMTAAS. IFC in-
tended initially to spend $65 million a year on Advisory Services
under FMTAAS, aiming to leverage this amount by two to three times
with additional donor funding. IFC subsequently increased this
annual spending limit to about $100 million in FY 2006 and $125 mil-
lion in FY 2007. FMTAAS funds (a) IFC’s contributions to regional and
global advisory facilities, (b) particular project or sector work be-
yond the scope of IFC’s standard commercial due diligence and
structuring activities, and (c) specific costs of the regional and global
advisory facilities that may not be charged to these facilities them-
selves. FMTAAS funds are not to be used to replace or displace
donor funds.

Integration of Advisory Services in corporatewide database. IFC
developed a framework for integrating Advisory Services operations
into its corporate-wide database in 2005. New processes for Ad-
visory Services early review approval, supervision, M&E, and re-
source allocation in parallel with IFC’s investment operations
processes were intended to enhance strategic focus, improve gov-
ernance, facilitate results measurement, and promote consistency
in funding decisions across the regions. These new processes in-
clude a standardized advisory project approval process, supervi-
sion reporting (rolled out in 2005), and project completion reports,
which are based on an IEG-IFC framework for evaluating advisory
projects and programs piloted in January 2007, with rolloutin June
2007. IFC's Small and Medium Enterprise (SME) Department has re-
viewed Advisory Services productlines to identify lessons learned
and develop a comprehensive set of M&E indicators and tools to
guide the development and implementation of the new processes
and articulate project results. This information on Advisory Services
is, therefore, now being collected and shared across IFC and, as
IFC’s disclosure policy allows, with donors and other stakeholders.

Identification of Advisory Services principles and core product
lines. In FY 2006, IFC management developed a set of principles for
application to all Advisory Services and identified five core prod-
uctlines reflecting IFC’s strategic priorities, with which to align all
Advisory Services. The five core business lines include (a) busi-
ness enabling environment with a focus on frontier markets,

Source: IFC (1999-2006) and internal IFC information.

(b) value addition to firms, focused on corporate governance and
linkages, (c) environmental and social sustainability, (d) infra-
structure and public-private partnerships (including privatization),
and (e) access to finance. A leader and a deputy have been as-
signed to each business line to review all Advisory Services pro-
posals for quality of design and use of good practice and lessons
learned. The business line leaders are also working together with
the Advisory Services implementers to focus IFC offerings into a
set of core products. To achieve greater overall development im-
pact and to enhance effectiveness through scale and knowledge
sharing, management has committed to improved selection of
technical assistance activities, as well as increased operational
accountability and efficiency.

In late 2006, IFC decided that FMITAAS would contribute funds to
Advisory Services activities within the five business lines (under
the so-called business line envelope model, in which departments
request funds for specific advisory projects) with a multiyear
2007-11 cap of $101.5 million, of which a $41.8 million cap was ap-
plied to FY 2007. The cap falls within the overall annual spending
limit of $125 million in FY 2007 and limits the overall expenditures
that advisory projects may incur under the business line envelopes.

Corporate Cadre. IFC management also introduced the Corporate
Cadre to strengthen managerial capacity in Advisory Services in
FY 2006. Ten IFC staff were selected from across all Advisory Ser-
vices units as leaders in Advisory Services operations. They have
a key role in defining IFC Advisory Services strategy, proposing key
policies or process enhancements, assuring consistent quality, and
leading knowledge-sharing efforts across the IFC Advisory Services
community.

One Brand Strategy. In late 2006, IFC issued its One Brand Strat-
egy intending to align IFC Advisory Services with investment op-
erations to serve its clients better and increase IFC’s impact on
development. It will also help IFC Advisory Services to stand out
in the market and leverage the connection between IFC and the
World Bank. In late 2006, IFC also issued principles for pricing Ad-
visory Services offered to clients.

Advisory Services procedures for coordination. In 2007, IFC issued
procedures for IFC Advisory Services work requiring intra-World
Bank Group coordination. Such coordination would generally be
expected if the client were a national or local government. Proj-
ect teams should share/exchange information and draw on ex-
pertise and staff from within the whole World Bank Group at
various stages of project preparation and implementation.



“PEP-ECA . . . spent
nearly $83 million
Jrom June 2001 to
March 2007 on 78
advisory projects with
an average size of
$1.06 million.”

IFC’s initial privatization work with governments
and enterprises also helped develop its under-
standing of the issues facing the region’s pri-
vate sector.

On completion of the privatization assignments,
IFC followed up by laying a framework for a mar-
ket economy through postprivatization advisory
projects to build capacity in newly privatized
firms, address legislative reforms, provide ad-
vice to central and local governments, help de-
velop future IFC investment strategies, and
identify prospective clients for IFC investment
operations. These postprivatization projects
evolved between 1997 and 2000 into individual
product lines that still mostly exist under PEP-ECA
today. They focused on emerging transition
needs in CIS countries, such as corporate gov-
ernance for newly privatized enterprises, SME de-
velopment (business consulting and other
support services), and supply chain linkages
(mostly in agribusiness) to support earlier land
reform and farm restructuring initiatives. Busi-
ness enabling environment (BEE) projects
emerged from the SME development product
line in light of needed re-
forms to promote SME
growth. Financial markets ad-
visory projects first emerged
in the Russian Federation
with a leasing market devel-
opment project and advisory
projects to banks in which
IFC made investments. IFC’s
investment strategy in the
region drove the selection
of these focused areas. IFC was not comfortable
investing in high-risk environments; instead, it
focused on delivering advisory work in these
key areas. Increasing IFC Advisory Services in the
CIS region was important in paving the way for
future investments and private sector develop-
ment in general.

With privatization embracing larger areas, intro-
duction of reforms, and increased transparency,
IFC proceeded with investment projects in the
CIS region (see figure 2.2). This approach also en-
abled local entrepreneurs to understand IFC’s

IFC ADVISORY SERVICES IN EASTERN EUROPE AND CENTRAL ASIA

methods in analyzing investment opportunities
and requirements for attracting foreign capital and
prepare more bankable project proposals. Pre-
vious IEG country evaluations of IFC’s activities
in the Russian Federation and other transition
economies, as well as an upcoming evaluation of
IFC’s activities in Ukraine confirmed the validity
of IFC’s strategy to engage initially in advisory
projects supporting privatization and then private
sector investment. As the IEG evaluation of IFC’s
activities in the Russian Federation states, “IFC was
only one of many parties contributing [to the
privatization effort|, but the role it played and
the results stand among IFC’s most significant
country-level achievements” (IFC 2004a).

By 2000, IFC had delivered and managed about
$94 million in Advisory Services* since 1992 in
this region, of which $79 million was managed
by the regional department (before PEP-ECA),
covering Armenia, Belarus, Russian Federation,
and Ukraine.”> Given the 1998 Russian Federation
crisis and a shift in donor priorities and empha-
sis on showing results, IFC decided that its CIS
advisory program needed more stable funding
and a more specialized and permanent man-
agement structure to meet new regional chal-
lenges, that is, strengthening and consolidating
privatization, lessening regional imbalances, de-
veloping transparent business practices, and at-
tracting foreign direct investment. In 2000, IFC
proposed consolidating its advisory program
through a joint IFC and donor-funded Private En-
terprise Partnership originally covering Arme-
nia, Belarus, Georgia, Russian Federation, and
Ukraine. The program expanded in 2001 to Azer-
baijan, Kazakhstan, Kyrgyz Republic, Moldova,
Tajikistan, Turkmenistan, and Uzbekistan and
again in 2002 to Mongolia (later dropped).

After IFC established PEP-ECA in 2000, it spent
nearly $83 million from June 2001 to March 2007
on 78 advisory projects with an average size of
$1.06 million. Built on successful project out-
comes and prototypes from the pre-PEP-ECA pe-
riod, PEP-ECA formalized its core product lines to
be consistent with its strategic priorities and or-
ganizational structure. The PEP-ECA program set
out to address priority issues in CIS countries and
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Figure 2.2. IFC's Investments Increased with an Active Advisory Program in the
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Notes: 1) The high cost of Advisory Services in 1993 reflected large privatization transactions undertaken by IFC. The second surge in FY 2005 and FY 2006 reflected
the increased number of projects undertaken by PEP-ECA following higher commitments in FY 2004.

2) Advisory services in CIS include regional advisory services (also PEP-ECA), the Technical Assistance Trust Fund (TATF), Foreign Investment Advisory Service (FIAS),
Capacity Building Facility (CBF), and Private Sector Advisory Privatization Policy and Transactions (PSAPT, now Corporate Advisory Services or CAS).

was broadly aligned with the World Bank Group
country assistance strategies (see discussions on
project strategic relevance in chapter 3). Under
PEP-ECA, SME development projects experi-
mented with initiatives to build Internet-based
SME toolkits and capacity of business associations
and focused less on provision of consulting ser-
vices directly to individual firms. BEE projects
continued the use of annual surveys and analyti-
cal diagnostic reports and delivered more focused
reform advice to governments intended to re-
duce obstacles to SME growth. Financial markets
projects expanded to include advisory work on mi-
crofinance, housing finance, and energy efficiency.
Linkages projects included agribusiness supply
chains, industry supply chains, mining community
development linkages, business development
linkages, and agribusiness linkage—based access to
finance initiatives. Corporate governance proj-
ects refined pilot firm programs and increased
efforts on project sustainability.

The new PEP-ECA structure and program was in-
tended to enhance the effectiveness of Advisory
Services operations in the region through the
following:

¢ Streamlining administrative operations to re-
duce duplication and overhead costs;

¢ Extending funding cycles to improve plan-
ning and budgeting functions;

* Retaining qualified staff longer to maximize the
returns on accumulated experience and on-
the-job training;

* Improving data collection and reporting to
inform both donors and recipient communi-
ties about the activities undertaken.

In addition, IFC created PEP-ECA in 2000 to
respond to donor requests for a long-term
commitment to Advisory Services in the region
and better align IFC and donor strategic objec-
tives for Advisory Services. IFC committed to
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Table 2.1. PEP-ECA Financial Commitments (millions of dollars)

2001 2002 2003 2004 2005 2006 2007-09 Total
Donor Commitments 10.2 18.2 8.4 12.4 12.5 1.2 35.08 103.9
IFC project Funding
Commitments 02 02 0.7 1.2 0.7 6.6 9.6
IFC overhead commitments 126 138 30.4° 56.8
Total commitments 22.8 18.4 8.6 26.9 13.7 38.3 416 170.3

a) PEP-ECA expects to raise $28-35 million in contributions from existing and new donors for the first three years (FY 2007-09) of the new five year cycle (FY 2007-11).
b) IFC contribution of $30.4 million approved in FY 2006 is for overhead expenditures in FY 2007-11.

funding PEP-ECA management and fiduciary
functions (overhead), whereas donor funding
continued to support direct costs associated
with the delivery of Advisory Services via proj-
ects.® In September 2002 IFC extended its con-
tribution (initially $12.6 million for three years)
until FY 2006 with an additional allocation of
$13.8 million (see table 2.1) for another three
years. In July 2005 IFC approved a second PEP-
ECA extension for five years (FY 2007-11), con-
tributing an additional $30.4 million,” including
funds for Advisory Services innovation and trans-
fer of expertise to facilities beyond PEP-ECA.®
Annual IFC commitments increased from an ini-
tial $4.2 million to $6.1 million for FY 2007-11.7
In FY 2001-06, total PEP-ECA funding commit-
ments amounted to $128.7 million, including
$68.9 million of donor-signed commitments and
$59.8 million contributed by IFC, whereas dis-
bursements reached $74.4 million.!° During the
same period, IFC’s investment commitments in
the CIS totaled $3.2 billion. Given the overall
donor aid flows to the CIS countries in calendar
years 2000-04 of about $3.5 billion a year, the
PEP-ECA program was a small contributor.

PEP-ECA aims to improve investment
climates, promote private investment, and
facilitate SME growth and development.
The PEP-ECA program emphasizes three strate-
gic objectives:

* Improve investment climates.!! The aim
of PEP-ECA projects is to help improve in-
vestment climates by (a) identifying obsta-

cles, (b) working with local stakeholders to
promote and facilitate reforms, and (¢) work-
ing with World Bank Group counterparts to
develop dialogue with governments. Legal
and regulatory reform to facilitate investment
and economic growth is part of almost all
PEP-ECA projects.

Promote private investment (foreign and
domestic). In 2000, IFC’s strategy for increas-
ing foreign direct investment was to focus Ad-
visory Services on sectors with the strongest
investor interest and reform-minded local gov-
ernments to build critical mass and realize
maximum demonstration effects. PEP-ECA was
also to reduce risk to promote investments that
accelerate the transition to market economies,
introduce state-of-the art technologies and
management systems, and enhance compet-
itiveness. PEP-ECA, therefore, promoted (a) the
pursuit of linkages (supply chain) projects in
key sectors, including forestry, agribusiness,
oil, gas and mining, and automotive sectors,
(b) improvements in corporate governance
practices, and (c¢) upgrades of enterprise prac-
tices (e.g., accounting standards and man-
agement information systems).

Facilitate SME growth and development.
SMEs represent a growing share of CIS
economies, but have lacked access to finance,
expertise, new technologies, and linkages to
large companies and markets. IFC has, there-
fore, emphasized Advisory Services initiatives
that support SMEs directly through adminis-
trative and technical capacity building and
corporate governance, and indirectly through
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initiatives removing administrative obstacles
to SME development and strengthening fi-
nancial institution lending to SMEs. PEP-ECA
linkages projects are intended to help SMEs
produce higher-quality goods than before to
be competitive in international and regional
trade through supply chain development and
knowledge transfer from qualified sponsor
companies or Advisory Services providers.
Although SME development was originally
one of PEP-ECA’s three pillar objectives, the
goal as stated in 2005—"to support the cre-
ation and growth of the private sector, espe-
cially SMEs” 1>—lessened the emphasis on
SME development and was to be achieved in-
directly through BEE and linkages and via fi-
nancial intermediaries projects (see chapter
3 for more discussion).

At the time of PEP-ECA’s creation, IFC invest-
ment levels in the CIS were low, and for many of
the more difficult country environments, they
have remained low. The decision to increase IFC
Advisory Services in the region was important not
only for IFC investment strategy and prospects,
but for overall private sector development in
these countries. The three PEP-ECA objectives
were relevant for the unique transition needs of
CIS countries, which suffered from underdevel-
oped financial markets and a lack of supportive
administrative systems for private sector activity,
particularly for SMEs. The PEP-ECA program was
therefore appropriate in its aim of addressing
these needs of the transition economies. It was
also appropriate in terms of IFC’s overall man-
date (see box 2.2) and corporate strategy per-
spective, which prioritized, among others,
financial markets development and SME devel-
opment. As described more in chapter 3, the
individual advisory projects were also broadly
relevant from the country strategy and needs
perspectives.

Other regional Advisory Services
programs have emulated PEP features.
PEP-ECA, which originated the PEP model, today
carries out a permanent and specialized Advisory
Services program in CIS countries, whose design
and delivery features (see box 2.3) have since

FY 2003 been replicated to varying degrees by
other IFC regional facilities, but had not yet been
evaluated. After FY 2003, several regional and
country facilities adopted the PEP name for their
Advisory Services programs
(e.g., Africa, Middle East and
North Africa, East Asia, Pa-
cific, Southeast Europe,

“PEP-ECA . . . design
and delivery features

Philippines, China, and In- have since FY 2003
donesia). These facilities se- been replicated to
lected from among the main varying degrees by
PEP f iloring Ad- .
catures, tiloring Ad- oy regional

visory Services programs to o
conditions in the field, as Jacilities, but bad not

well as donor and regional yet been evaluated.”
preferences. Some facilities

(e.g., PEP-Middle East and North Africa) have
adopted an organization by core product line,
long-term project design, and implementation
focus, but not a bilateral funding structure. Other
regional facilities, such as PEP-Southeast Europe
or PEP-Africa have adopted the project funding
structure developed by PEP-ECA, among other
features. Still others have not formally adopted
the PEP name, but have adopted selected PEP
features, while maintaining other features of the
former project development facilities. These
different approaches to developing and deliv-
ering Advisory Services have evolved over time,
creating varying hybrid models across IFC.

Box 2.2. IFC’s Articles of Agreement: Article 1,

Purpose

The purpose of the Corporation is to further economic development by en-
couraging the growth of productive private enterprise in member coun-
tries, particularly in the less developed areas . . . In carrying out this
purpose, the Corporation shall:

(a) Assistinfinancing the establishment, improvement, and expansion of
productive private enterprises

(b) Seekto bring togetherinvestment opportunities, domestic and foreign
private capital, and experienced management

(c) Seekto stimulate and to help create conditions conducive to the flow
of private capital, domestic and foreign, into productive investmentin
member countries.

11
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Box 2.3. Main PEP Model Features

e Funding received from IFC (overhead) and bilateral donors (spe- ¢ Rollout of core products with a broad assessment to determine
cific implementation costs) country relevance and feasibility; the concept left broad and
 Donor relations directly managed by PEP project manager expected to make necessary country adjust-
* Bilateral donor funding secured on a project-by-project basis; ments once the project is launched
project design, deliverables, and budget finalized before donor  * Reliance on local staff for project implementation
approval received e Long-term project duration (from two to five years) with dedicated
e Management and administrative support (including human re- project staff focusing on achieving targeted expected outputs and
sources) located in the field outcomes
e Management structure based on specialization in core product e PEP staff, except management and administration, hired on a
lines project-by-project basis
¢ Concentration on developing replicable projects, with some ex- ¢ Development of M&E system
perimentation in new areas to meet the transitional development  * Usually no cost recovery.
needs of the region

Source: IFC (1999-2006) and internal IFC information.

It is worth noting that the project development
facilities model, which focused in the 1990s on
providing direct assistance to SMEs, has been de-
emphasized in the past several years. This was
due in part to the high cost of providing direct
assistance to individual firms (and a move to a
wholesale approach, through which advisory ef-

forts focus more on developing the market),
low rates of achievement of increased private in-
vestment, and lackluster evaluation results, as
identified by IEG’s evaluation, A Synthesis Eval-
uation of Four IFC-Supported Small and
Medium Enterprise Facilities (2004b).



PEP-ECA Overall Performance

majority of evaluated projects achieved positive development effec-
tiveness ratings; larger projects performed better than smaller ones.
Financial markets projects performed better than the other four prod-
uct lines in all dimensions, and traditional linkages projects performed the worst.
Strong project implementation enhanced IFC work quality ratings and drove

project success.

Given their scale, impacts of the PEP-ECA inter-
ventions at the overall country level were limited,
but the program contributed to improved busi-
ness climates in specific areas and supported
increased private investments. Direct efforts to
support SMEs did not demonstrate positive re-
sults, whereas indirect efforts were promising,
although concrete evidence of impacts on SMEs
was insufficient.

Almost two-thirds of the projects

had satisfactory or better development
effectiveness ratings.

IFC’s development effectiveness ratings syn-
thesize the rating of project results (outputs,
outcomes, and impacts) with those for strategic
relevance and efficiency (see summary of ratings
dimension in box 1.1 and appendix B for de-
tailed project evaluation framework and ratings
criteria). Development effectiveness ratings,
therefore, are the most telling in determining ad-
visory project results, because they capture the

bottom line, that is, both positive and negative,
and intended and unintended effects.

Overall project results were positive, es-
pecially in light of the difficult circumstances of
transition economies in CIS countries at the
time. Of all 34 PEP-ECA projects evaluated, 62 per-
cent (21) achieved development effectiveness rat-
ings of satisfactory or better (see table 3.1), of
which (a) 15 percent received ex-
cellent ratings, suggesting over-

tually no flaws and (b) 47 percent
were rated satisfactory, indicating
that strong positive aspects more
than compensated for shortfalls.

Satisfactory or above ratings on results de-
clined from outputs to outcomes to im-
pacts. Project evaluations confirmed that it
takes time for project-supported changes in

“Nearly two-thirds

whelming positive development of project results
results for these projects with vir- pere satisfactory
or better.”

13
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Table 3.1. Satisfactory or Better PEP-ECA Project Evaluation Report Ratings

Satisfactory or better ratings
(percent of all 34 evaluated projects)

Rating dimension®

Satisfactory or better ratings
(percent of total dollar volume
of projects, $37.4 million)

Development effectiveness 62 78
Strategic relevance 76 86
Output achievement 82 83
Outcome achievement Al 85
Impact achievement 47 52
Efficiency 65 62

IFC role and contribution 65 80

IFC work quality 71 74
Project preparation 47 54
Project supervision 82 80
Project implementation 85 94

Source: |EG data.
a. See appendixes B and G for definitions of all dimensions.

behaviors and policies (outcomes) to produce
tangible, measurable impacts (long-term effects
of changes in behaviors and policies on firms and
markets). Satisfactory or above ratings declined
from 82 percent for outputs to 71 percent for out-
comes to 47 percent for impacts (see table 3.1).
Low impact success rates reflected in part the
time it takes to observe some impacts and in-
sufficient data for assessing them. Overall, 13
of the total 34 project impact ratings were “too
soon to tell.” IEG-IFC, however, assigned pre-
liminary ratings to 11 of these (four of which were
less than satisfactory), given the passage of suf-
ficient time and increased availability of infor-
mation for evaluators to formulate an indicative
rating. The problem of insufficient data for as-
sessing impacts was also a challenge in many
product lines, but was most pronounced in SME
development projects, which was a major con-
tributing factor to the less than satisfactory rat-
ings in that group.

The lower levels of outcome and impact success
rates also reflect the actual achievement of fewer
outcomes and impacts, beyond outputs. It also
reflects the uncertainty in attributing outcomes

and related impacts, because changes in poli-
cies, laws, and practices depend on many exter-
nal factors and are influenced by multiple
stakeholders and external forces. The imple-
mentation of these changes and related impacts
on firms and the broader economy was similarly
subject to external factors outside the influence
of advisory projects. For the most part, the ma-
jority of less than satisfactory impact ratings were
observed in the linkages and SME development
product lines: all four SME development projects
and seven of 10 linkages projects received less
than satisfactory impact ratings. As described in
the following section in more detail, these prod-
uct lines struggled in general to develop and de-
liver successful advisory projects, as reflected in
the overall impact achievements. In addition, al-
though the challenge of attribution affected most
projects evaluated, evaluators dealt with it by
teasing out the multiple influences on project
variables and clearing out related issues in the
project evaluation reports.

PEP-ECA projects were mostly strategically
relevant for country contexts. Seventy-six
percent (26 of 34) of projects received satisfac-



tory or better ratings for strategic relevance (see
table 3.1). One of the main drivers behind these
positive ratings was PEP-ECA’s project focus on
addressing overall priority issues, at the outset
broadly aligned with the World Bank Group
country assistance strategies and reflected in
the three main PEP-ECA program strategic ob-
jectives. Also, many projects set out to have a
broad or sectorwide impact and were often tar-
geted at the national level.

Larger projects performed better than
smaller ones. The share of satisfactory or bet-
ter development effectiveness ratings increased
from 62 percent when based on the number of
projects to 78 percent when based on the proj-
ect volume (projects worth $29.3 million re-
ceived a satisfactory or better rating compared
with $37.4 million total volume of projects eval-
uated for this study) (see table 3.1). This im-
plies that larger projects tended to perform
better than smaller ones. Larger projects were
also typically longer in duration, which helped
promote achievement of outcomes and impacts
in the field; when implementation teams needed
to make changes to project deliverables and
work programs, they had sufficient time and re-
sources to do so. Implementation success rates
were significantly higher—94 percent when con-
sidered in terms of dollar volume—which sug-
gests that larger projects with longer durations
had the resources and time needed to deliver
high-quality work and achieve target outcomes
and impacts. The upcoming IEG-IFC evaluation
of IFC’s activities in Ukraine also confirms that
larger and longer projects, particularly if imple-
mented in a sequential manner, brought about
wider and more sustainable results.

Overall efficiency was satisfactory in
nearly two-thirds of projects. The use of
local staff and survey companies boosted proj-
ect efficiency. This was particularly evident in
leasing and business enabling environment proj-
ects. The largely successful rollout of these prod-
uct lines also contributed to their strong
efficiency ratings (all leasing projects and five of
six business enabling environment projects re-
ceived satisfactory or above efficiency ratings).

PEP-ECA OVERALL PERFORMANCE

In contrast most SME development (three of
four) and half of corporate governance and link-
ages projects received less than satisfactory
efficiency ratings. As discussed in the product line
sections in more detail below, the often high
cost of direct assistance to firms in linkages and
corporate governance projects coupled with
more narrow or hard-to-measure results con-
tributed to lower efficiency ratings in these areas.

Strong project implementation compen-
sated for weaker project preparation. 1IFC
project preparation ratings were low: fewer than
half (47 percent) had satisfactory or higher rat-
ings (see table 3.1). PEP-ECA created sound basic
product designs (except for linkages projects)
and did not intend to adapt each project to spe-
cific country conditions at the preparation stage,
but rather to provide sufficient flexibility to proj-
ect managers during implementation to adjust
the standard product to market conditions. PEP-
ECA front-end needs assessments, therefore,
were frequently not sufficient to tailor projects
to local country and market conditions.! This
evaluation found that short-

comings in project prepa- Larger projects with
ration were quite often longer duration bad
the resources and time
proactive local teams, who needed to delivery
managed to adapt projects  high-quality work and
achieve target outcomes

offset during project im-
plementation by strong,

to local conditions and
focus on achieving expected .
outcomes and delivering and impacts.”
high-quality work.? Project

implementation received the highest ratings of
all dimensions: 29 of 34 projects (85 percent) re-

ceived satisfactory ratings or higher, of which 11

(32 percent) were excellent, indicating projects

that could serve as best practice examples. In

some cases, however, they were unable to over-

come the initial weaknesses of the project prepa-

ration stage. Among well-prepared projects, 88

percent recorded development effectiveness rat-

ings that were satisfactory or better; however,

among the 53 percent of projects that were

poorly prepared, fewer than half (39 percent, or

7 of 18) had satisfactory development effective-

ness ratings.
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PEP-ECA project performance was stronger
than other advisory projects evaluated by
IEG. 1FC advisory projects evaluated for an in-
ternal IEG report on investment climate for the
years 1997-2001 showed lower performance
achievements in key outcome and impact di-
mensions. Of the total of 38 advisory projects eval-
uated for that study, 50 percent of respondents
rated outcome achievement as satisfactory or
above (6 percent of outcomes were rated excel-
lent, and 44 percent satisfactory), compared with
the 71 percent outcome success rate of PEP?
Comparison of impact achievement of projects
evaluated for the same internal report with
PEP-ECA projects evaluated is also possible, as rat-
ings criteria were similar. Of the investment cli-
mate advisory projects evaluated, IEG rated 42
percent as satisfactory or better, compared with
47 percent for PEP-ECA project impact ratings.

The comparability of PEP-ECA perform-
ance with self-evaluated Pilot 1 project
completion reports (PCRs) is limited. In
January 2007, IFC launched the first round of its
advisory self-evaluations at project completion
(through PCRs) with rollout in June 2007, based
on the same rating criteria and scale used to eval-
uate the PEP-ECA projects by IEG.# IEG conducted
desk reviews of Pilot 1 PCRs with limited infor-
mation available (PCRs and project approval doc-
umentation) in an effort to validate the process
of presenting information and the appropriate-
ness of ratings assigned, given information pre-
sented for the 171 Pilot 1 PCRs. Although
information was not sufficient to assign devel-
opment effectiveness and impact ratings in many
PCRs, of those for which ratings were assigned,
75 percent had satisfactory or better develop-
ment effectiveness ratings; satisfactory or better
ratings declined from outputs (84 percent) to
outcomes (78 percent) and impacts (66 percent).?

Strong project implementation enhanced
IFC work quality ratings and drove
project success.

The main drivers of PEP-ECA project success
fall into two broad areas: (a) overall IFC work
quality (basic project design and implementa-
tion) along with IFC’s role and contribution and

(b) key external conditions shaping project
achievements.

IFC Work Quality

This is a synthesis measure for three indicators:
() project preparation, (b) project supervision,
and (c) project implementation.

Thorough project preparation and appro-
priate design. In several (7 of 18) cases, proj-
ects avoided low results achievements derived
from project preparation shortcomings due in
part to strong and flexible implementation de-
signs, which often better adapted projects to
local conditions and evolving environments.
Nonetheless, the following design features were
critical for success or the lack of them posed ob-
stacles to success:

* Appropriate tailoring of standard proj-
ect design and work program to coun-
try conditions. A thorough needs assess-
ment during project preparation can (a) en-
hance the selection of appropriate outputs
and expected outcomes and impacts based on
country conditions and needs, (b) promote
a strategic approach to sequencing advisory
activities, and (¢) enhance IFC’s understand-
ing of prevailing project risks and better iden-
tify appropriate mitigating factors.

* Long-term project focus on achieving
project outcomes and impacts. Achiev-
ing project results takes time, particularly
promoting reforms, changing attitudes and be-
haviors, and generating tangible impacts in the
field. Projects with long time horizons that fo-
cused on achieving well-defined target out-
comes and impacts showed higher success
rates than those of short duration and vaguer
than expected outcomes and impacts. En-
suring adequate funding for projects is im-
portant in meeting time requirements for
achieving objectives. Short-term interven-
tions may be appropriate to reassess client/
partner commitment and gauge progress
across time where relevant, but more ad-
vanced planning and multiple phasing should
be considered up front to optimize sequenc-
ing and avoid premature exit scenarios. Also,



evaluation at completion and up to three
years after should help reinforce focus on
the achievement of results.

Realistic and clearly stated project ob-
jectives and alignment of stakeholder/
partner incentives. Many failed projects
had overambitious objectives that teams were
not able to meet fully; this occurred most fre-
quently in experimental projects in the link-
ages product line, which did not benefit from
an already established basic project design.
Similarly, projects lacking strongly aligned in-
centives among clients, government, spon-
sors, and/or key partners struggled to deliver
and achieve objectives.

* Wide dissemination and public education

campaigns. Broad public education and in-
formation campaigns in local languages
boosted achievement of results by raising
awareness, motivating reforms and changes
in behavior among target groups, and build-
ing IFC credibility and brand.

Broad or sectorwide development de-
signs. Compared with more narrowly defined
or single IFC investment supporting advisory
projects, broad or sectorwide development
designs achieved wider impacts (see table
4.1). Weak or narrow (sometimes donor in-
terest—driven) project designs limited poten-
tial project outcomes and impacts to a smaller
number of beneficiaries. An IFC transaction-
specific focus to integrating Advisory Services
and IFC investments also frequently resulted
in suboptimal results; whereas, a more broad
sector development approach to promoting in-
vestment opportunities in general (as well as
for IFC) yielded both more successful and
broader development results.

PEP-ECA OVERALL PERFORMANCE

guage, complemented by competent, tech-
nically skilled local staff with strong track
records within the government, donor com-
munity, and among wider private sector
clients, played a key role in building IFC’s
reputation and achieving results for the proj-
ects. Stakeholders were especially satisfied
with the quality of PEP-ECA’s local legal teams.
The right mix of local staff and global
expertise. In several projects, PEP-ECA suc-
cessfully combined local expertise with
available international best practices and
knowledge: a combination that enhanced ef-
ficiency, credibility, and relations with coun-
terparts. This was demonstrated by bringing
into Central Asian BEE projects the Latvian ex-
perience of reforming business inspections
and the Vietnamese experience of creating
public-private dialogue. In a BEE project in
Uzbekistan and an agribusiness linkage project
in Ukraine, PEP-ECA also tapped top interna-
tional experts to bring into local discussions
crucial best practices and experience in re-
forms in comparable countries, which in turn
motivated the reform agenda and built local un-
derstanding and knowledge in these areas.

Use of a proactive and practical approach
and finding a local champion to pro-
mote business enabling environment re-
forms. A practical approach to delivering
project outputs and maintaining relations with
major stakeholders was a hallmark of suc-
cessfully implemented projects, particularly
when engaging governments in policy dia-
logue. Successful projects began by estab-
lishing a strong local reputation for quality
analysis and recommendations in a specific
area (business enabling environment, leas-
ing, or corporate governance). Broad public

awareness and dissemination campaigns in
local languages complemented dialogue on re-
form agendas by providing project-related in-
formation and findings to key target audiences
and motivating a sense of urgency for needed
reforms. When it came to advising govern-
ments on reform in particular areas, proac-
tive project teams made presentations for
small groups of high-ranking decision makers
and followed-up with frequent contacts with

Strong project implementation. This factor
involves (a) high-quality staff and management,
(b) an effective mix of expatriate and local proj-
ect staff, (c) a proactive and pragmatic approach
to engaging major stakeholders, and (d) project
implementation flexibility.

¢ High-quality staff and management. Pro-

ject managers (usually expatriates) with
unique knowledge of local customs and lan-
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mid-ranking government officials on finer
points of policy discussions, often including
assistance in drafting and commenting on leg-
islation, regulations, policy papers, and other
interdepartmental government documents.
PEP-ECA teams also provided government
counterparts with training, information, sta-
tistics, logistical support, study tours, and so
on. Early identification of a political cham-
pion for reform, as was done in a leasing proj-
ect in the Russian Federation, was a powerful
way to promote local ownership and shared
objectives to drive results achievement.

* Project implementation flexibility to re-
spond to country and market needs. Im-
plementation flexibility permitted teams to
take advantage of opportunities and maxi-
mize the impact needed to achieve expected
outcomes. Flexibility allowed for adjustment
of originally planned activities to evolving
local conditions. Sometimes, this meant sub-
stituting some activities for more relevant
ones after project launch; at other times, it
meant adding components and activities to
the existing plan as country situations and
markets evolved.

IFC’s distinctive comparative advantage
and additionality. Projects tended to achieve
better results when project teams drew effectively
on IFC’s core comparative advantages, including
its (a) political neutrality as part of the World

Bank Group, (b) credibility
“Low levels of as a private investor and

commitment by creditor, (c) pragmatic ap-
nongovernmenml
clients and partners performance was stronger
bindered project when IFC was able to make
achievements”

proach, and (d) special role
as an honest broker. Project

special contributions by ex-
ploiting these core strengths
(see box 3.1). Of all the proj-
ects with successful development effectiveness
ratings, all but one had satisfactory or better IFC
role and contribution ratings.°

Yet PEP-ECA projects did not always draw on
these comparative advantages nor maximize op-
portunities to add value. About one-third of proj-

ects received less than satisfactory ratings on IFC
role and contribution, frequently the result of a
project’s inability to deliver fully on what was ex-
pected. All but one of these projects also received
less than satisfactory development effectiveness
ratings. At times, this was due to the following:

* Project design shortcomings, particularly in
more complex experimental or linkage projects.
* Weak strategic relevance, where it became
clear during implementation that it had not
made sense for IFC to undertake the project.
* Narrow project scope, which effectively re-
stricted a project’s potential developmental
role in a more broad and equitable manner
(such as in terms of beneficiaries, at times
just a handful compared with an entire sector).

Projects that overemphasized pursuit of specific
donor objectives, such as promoting business de-
velopment to benefit investors of a given donor
nationality, rather than supporting a wider set of
investors (including IFC investment projects)
or broader sectoral reforms for all investors,
sometimes fell into this category and effectively
limited IFC’s potential developmental and cat-
alytic role.

Strategic Relevance and Existence of

Key External Conditions

Good IFC work quality went a long way in pro-
moting a successful project, but other factors re-
mained largely outside the control of the project
and affected project success.

* Strong client commitment was a driver
of results and, when lacking, an ob-
stacle to success. Clients included govern-
ment, project partners and stakeholders, and
investment project sponsors. PEP-ECA did
not require strong government commitment
as a prerequisite to initiating reform-oriented
projects. PEP-ECA project teams were some-
times successful in building needed commit-
ment and buy-in during implementation, but
less success in this area diminished project
achievements.” Similarly, low levels of com-
mitment by nongovernmental clients and
partners hindered project achievements.
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Box 3.1. PEP-ECA Clients Perceived IFC as Adding Value Because of Its Comparative Advantages

IFC’s role and contribution emerged within the projects evalu-
ated by IEG, which successfully drew on certain strengths and com-
parative advantages. Interviews with various stakeholders
(governments, private sector clients and representatives, nongov-
ernmental organizations, World Bank, other donors, and so on) pro-
vided the information and perspectives for this discussion, which
was considered part of each project evaluation report's analysis
and rating of IFC’s role and contribution.

e Political neutrality. Many stakeholders interviewed for the proj-
ectevaluations considered IFC, as an international organization,
to be more neutral than bilateral organizations, which—ac-
cording to the interviewees—are at times perceived as having
alternate and perhaps hidden agendas. In several CIS countries,
perception of political neutrality was crucial to building stable
working relationships with the governments and, hence, mo-
mentum to move necessary reforms forward.

Credibility derived from being an investor. According to inter-
views with stakeholders, IFC has gained credibility by repre-
senting and understanding the private sector perspective, while
working with the sector as a global investor in various countries.
This has provided IFC special insight into, for example, corpo-
rate governance issues in the Russian Federation and Ukraine

Source: IFC.

and a thorough understanding of the obstacles faced by other
investors (local and foreign). World Bank, Organization for Eco-
nomic Cooperation and Development, and U.S. Agency for In-
ternational Development representatives interviewed stressed
the value that IFC adds by bringing the perspective of local and
foreign firms to national discussions on best practices for im-
proving corporate governance standards.

Pragmatic approach. IFC has taken a pragmatic approach to en-
gaging governments in dialogue on reform. Establishing a good
reputation for quality of analysis and recommendations and
broadly disseminating analytical findings and policy recommen-
dations and maintaining consistent and close communication
with government officials have increased government awareness
and responsiveness to PEP-ECA policy recommendations. Gov-
ernment stakeholders interviewed were particularly appreciative
of IFC's pragmatic approach to tackling reform issues.

Honest broker. IFC’s ability to play the role of an “honest broker”
among interested parties has been particularly importantin link-
ages projects, where IFC works with local suppliers and large
multinationals. Yetin line with project evaluation ratings and with
the exception of a few successful linkages projects evaluated,
most interviewed firms and stakeholders for linkages project
evaluations did not indicate a strong IFC role as honest broker.

Inappropriate timing and lack of im- Financial markets projects performed

portant preconditions may bave weak-
ened the strategic relevance of projects.
When key preconditions or timing for a cho-
sen advisory project were not appropriate,
prospects for project effectiveness might have
been diminished. For example, lack of impor-
tant preconditions of leasing projects in se-
lected low-income Central Asian countries
weakened project relevance. Even though proj-
ect efforts helped pass leasing legislation, mar-
ket development—contingent on other factors
such as financial sector reforms, banking sec-
tor development, or currency convertibility—
occurred only to a limited extent. In contrast,
in countries such as Kazakhstan and the Russ-
ian Federation, which were extremely suc-
cessful in several dimensions of development
effectiveness, both market conditions and tim-
ing contributed to overall project success.

best, while traditional PEP-ECA linkages
projects lacked definition and performed
the worst.

Not all the product lines performed equally, based
on evaluation results for development effective-
ness (see table 3.2, to which this section will
refer). Despite the complete coverage of all ma-
ture PEP-ECA projects in the evaluation, the num-
ber of projects by product line is small, so the
results in table 3.2 should be interpreted with cau-
tion. Box 3.2 contains a brief description of dif-
ferent types of advisory projects done by PEP-ECA.

With successful ratings defined as satisfactory
or better, the different product lines compare as
follows:

* Financial markets projects, particularly
leasing, out-performed other business
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Table 3.2. PEP-ECA Project Success Ratings by Overall Rating Dimensions

Proportion of projects with satisfactory or excellent ratings
IFC work quality

Development effectiveness IFC role and contribution

Of total Of total Of total Of total 0Of total Of total

number dollars number dollars number dollars
Business line %  number %?* millions %  number %?* millions %  number %? millions
BEE 67 4/6 M 1.2/2.8 83 5/6 83 23/28 100 6/6 100  2.8/28
Corporate governance 75 3/4 9% 11.3/11.8 75 3/4 9% 11.3/11.8 50 2/4 60 7.1/11.8
Financial markets 89 8/9 89 5.8/6.6 89 8/9 89 58/66 89 8/9 89  5.8/66
Linkages 30 3/10 53  55/10.4 30 3/10 48 5/104 40 4/10 60 6.3/10.4
SME development 50 2/4 92 3.9/4.2 50 2/4 92  39/42 75 3/4 94 4/4.2
Multipillar 100 1/1 100 1.5/1.5 100 1/1 100 1.5/15 100 il 100 1.5/15
All business lines 62 21/34 78 29.3/37.4 65  22/34 80 299/374 71 24/34 74 27.5/31.4

Source: IEG data.

a. Percentages are based on dollar figures before rounding.
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lines and demonstrated overwhelmingly
positive development results (see table
3.2). In terms of outcome achievements, all
leasing projects received satisfactory or above
ratings—and three of five received excellent
ratings, as virtually all legal and regulatory
reforms recommended by IFC were imple-
mented. In terms of impacts, projects con-
tributed to developing local leasing markets,
particularly in the more reform-minded coun-
tries, such as Kazakhstan and the Russian Fed-
eration. A solid project design improved over
time and generated replication efficiencies
(see table 3.3 later in this chapter for examples
of country impacts). Yet despite the strong
basic standard leasing model and supportive
learning materials (leasing handbook and man-
ual for operational staff), project rollout demon-
strated insufficient adaptation to specific
conditions in some CIS countries. Although
PEP-ECA leasing projects were the first to build
M&E into project designs, the approach re-
vealed some shortcomings in capturing key
leasing-related outcomes and impacts.

BEE projects all successfully promoted re-
Jorms and legislative changes (satis-
factory or better outcomes), thanks to
overall solid basic project design and a
proactive approach to implementation.

Half received excellent ratings suggesting that
governments undertook nearly all recom-
mended reforms attributable to IFC’s projects.
Strong, credible local teams drove the high
success rates, because they (a) delivered high-
quality outputs, (b) raised awareness through
broad dissemination in one or more local
languages, (¢) motivated reform agendas,
(d) built strong, collaborative relationships
with local stakeholders (including govern-
ment and donors), and (e) focused on im-
plementing reforms and achieving target
objectives. An important unexpected out-
come was the building of IFC brand among
government officials, experts, and SMEs in
countries where IFC undertook BEE projects.
BEE impacts were more difficult to detect,
because changes made took time to show re-
sults in the field and project teams did not em-
phasize targeting and tracking changes made
beyond legislative changes (outcomes) as
part of their M&E framework. Table 3.3 con-
tains examples of impacts by country. Rel-
atively low project costs supported the
efficiency of this product line.

Corporate governance initiatives con-
tributed to changes in attitudes and
bebaviors, but took time and were
costly. A majority of evaluated PEP-ECA



Box 3.2. Advisory Projects by Product Line
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Financial markets projects. Starting with leasing in 1997, this prod-
uct area expanded to include microfinance, energy efficiency,
and housing finance. Projects adopted a similar model, all com-
prising a reform agenda, capacity building and training of clients
and stakeholders, and public education (chapter 4 describes the
standard project components). A leasing project in central Asia and
another one in Kazakhstan, for example, were based on an ear-
lier successful leasing projectin the Russian Federation and con-
tained the same basic components. The educational institution part
of public education (university courses in leasing topics) was not
successfulin the Russian Federation and was initially notincluded
in Central Asia rollouts. Yet client demand in Central Asia led to ad-
dition of the educational institution subcomponent. With time,
PEP-ECA also added business audits to leasing projects, which at-
tempted to take a more systematic approach to integrating Advi-
sory Services and investments and was well received by clients.

BEE projects. Standard project components include (a) annual
surveys of obstacles to SME growth, (b) reports of findings and rec-
ommendations, (c) public awareness and broad dissemination,
and (d) policy support to government officials in narrow areas for
implementation of recommendations. Surveys evolved over time
as PEP-ECA rolled out these projects, reflecting design improve-
ments and adjustments to local conditions and projects. The policy
support component went from broad and flexible in the first BEE
experience in Ukraine (1996-2001) to very specific, such as per-
mits in Ukraine (2001—present) and business inspections in Uzbek-
istan (2003).

Corporate governance projects. Standard project components in-
clude (a) a legal and regulatory reform agenda, (b) course train-
ings and consultations for firms, (c) a pilot company component
to assess firm corporate governance needs and implement action
plans atthe firm level, (d) educational institution capacity building,
and (e) public education and dissemination. The first corporate gov-
ernance project model was developed and tested during imple-
mentation of the Ukraine Corporate Governance Project (1997-2003)
and subsequently replicated with some refinements in the second
corporate governance projectin Ukraine and projects in Armenia,

advisory projects on corporate governance
did result in firm-level changes in corporate
governance-related areas (outcomes). More-
over, government regulation and demon-
stration effects of other firms were the two

Georgia, and Russian Federation. With time, refinement of the
pilot component enhanced potential outcome and impact of firm-
level consultations. The focus also shifted from including not only
open joint stock companies, but closed joint stock companies as
well. Exit strategies became more important over time as PEP-ECA
focused on experimenting with different sustainability options.

SME development projects. Although the four SME development
projects were diverse, they all had a common objective to provide
services (e.g., consulting, capacity building, and access to infor-
mation) indirectly to SMEs through a third party (consulting firms,
business associations, and/or Web site). One project consisted
of an Internet-based SME toolkit, another established and sup-
ported business consulting centers, a third supported business as-
sociation outreach to clients, and a fourth provided advice to a
government-owned consulting enterprise.

Linkages projects. Linkages projects attempted to set out param-
eters for different types of supply chain and community develop-
ment projects and comprised a broad range of different types of
activities that attempted to take on a more specific scope of work
with a narrow set of beneficiaries. These projects intended to
(a) develop a supply chain linkage between a set of suppliers and
a processor, (b) promote business development and investment
among a target group of investors (e.g., to promote investment, out-
sourcing, or trade), and/or (c) promote access to finance for anin-
tended linkage between suppliers and processors via a single
institution (e.g., provide advice to suppliers intended to improve qual-
ity of production and volume for processors and access to finance
for needed equipment upgrades and working capital for farmers).
Most linkage projects evaluated did not consist of the three core
PEP-ECA project model components of policy reform, capacity
building and training, and public relations and dissemination. In-
stead, most projects included one or, in a few instances, two com-
ponents. The exception was the Ukraine Agribusiness Project,
whichincorporated all three components. Despite the project’s suc-
cess, however, its design was not broadly replicated. Most linkages
projects done by PEP-ECA attempted to build on the success of the
first supply chain linkage project (Campina).

most important motivators of corporate
governance-related practices among firms
surveyed by IEG. These IFC projects con-
tributed to influencing both of these channels;
yet given data constraints, the role of these IFC

21



IFC ADVISORY SERVICES IN EASTERN EUROPE AND CENTRAL ASIA

22

projects through these two channels was not
clear. Passage of new corporate governance—
friendly company laws was challenging in
these countries where strong opposing in-
terests and lack of understanding of the im-
portance of good corporate governance
practices were major obstacles. Nonetheless,
some important achievements in the broader
legal and regulatory environment (outcomes)
were made in Armenia, Georgia, Russian Fed-
eration, and Ukraine. Given the inherent chal-
lenges of achieving intended corporate
governance impacts and attributing them to
IFC projects, evaluation ratings on impact
were split: two projects received ratings of
satisfactory and the other two, partly unsat-
isfactory.® Improved corporate governance
practices were necessary, but not sufficient
for increasing the financial attractiveness of
companies; however, IEG’s survey findings
provided some evidence that clients them-
selves believed that improvements in corpo-
rate governance practices and policies
increased investments in their companies due
to their increased financial attractiveness (see
table 3.3). With time, the basic PEP-ECA cor-
porate governance project model has been re-
fined; yet it could benefit from measures
intended to promote broader, sustainable
impacts. Project preparation, design, and proj-
ect rollout would benefit from a more de-
tailed country needs assessment to tailor
the standard corporate governance project
model better to different country condi-
tions and set out more realistic work pro-
grams and M&E frameworks. The evaluation
noted good collaboration between PEP-ECA
and the World Bank Group’s Corporate Gov-
ernance unit.

SME development by outsourcing ser-
vices to SMEs (direct support to SMEs)
showed mixed results, and tracking
outcomes and impacts of these projects
was difficult. Two of four of the SME de-
velopment projects received satisfactory or
better ratings in development effectiveness
and achievement of outcomes (see table 3.2);
yet none achieved most of the impacts in-

tended on SME growth and development.
Project preparation shortcomings and weak
strategic relevance led to lackluster results,
and despite good performance, project im-
plementation teams were unable to overcome
these problems.

Linkages projects, which performed
worse than other product lines, never de-
fined a solid proven model during the
period of evaluation and were for the
most part vaguely defined until 2005.
Even today, clear consensus does not exist
across IFC on what the linkages advisory prod-
uct line constitutes. Of the current 130 advi-
sory projects in IFC with “linkage” in the name,
fewer than half (61 projects for $44 million) fit
the IFC SME Department’s narrower formal
definition of a linkage project, which is linked
to actual IFC investments.” The evaluated PEP-
ECA linkages projects were highly experi-
mental and represented IFC’s first linkages
experience; as such, they are not entirely com-
parable to new approaches taken by the SME
Department. A majority (seven projects) of
the 10 linkages projects did not achieve most
intended outcomes or impacts (see table 3.2);
however, two of the three positive projects
achieved excellent ratings.'” Only one linkage
project (in Ukraine) took on a broad sector ap-
proach, including policy reform, broad public
outreach and dissemination, among others,
and was highly successful. Despite its success,
however, the project design has not been
broadly replicated. Instead, most PEP-ECA link-
ages projects evaluated attempted to capture,
in some form or another, aspects of a very
successful supply chain linkage project with an
IFC investee company in the Russian Federa-
tion, yet attempts to replicate its various fea-
tures repeatedly yielded less than satisfactory
results. The complex PEP-ECA linkages project
designs relied on partner commitment, yet
incentive alignment was often inadequate. Un-
derdelivery of ambitious work programs low-
ered ratings. Linkages projects did not always
leverage IFC’s inherent strengths and com-
parative advantages or maximize opportunities
to add value.



Although small project scale limited
impacts at the country level, PEP-ECA
contributed to improving business
climates in specific areas of its
interventions and supported increased
private investments.

The IEG-IFC evaluations concluded that
PEP-ECA bad an impact on improving in-
vestment climates in selected niches. This
was especially the case in countries in which
the governments demonstrated willingness to in-
troduce reforms in these areas, particularly in
Georgia, Kazakhstan, Russian Federation, and
Ukraine.!! The upcoming IEG-IFC evaluation of
IFC’s activities in Ukraine confirms that IFC ad-
visory work in Ukraine, despite its overall small
amount, filled a relevant and visible niche in im-
proving business investment climate. Never-
theless, it takes time to implement the broad and
challenging task of improving investment cli-
mates and to detect tangible results. Per the
2005 World Development Report on investment
climate (World Bank 2004), “improving invest-
ment climates is not an event, but an ongoing
process of policy adjustments and fine-tuning
across a wide domain. Policies need regular re-
view to reflect changes in conduct of business
and lessons from ongoing experience. Michael
Porter has suggested that investment climate
reforms are a marathon, not a sprint, but even
that assessment may understate the task.” 1?

More specifically, the majority of projects (21 of
34) had generally successful components ad-
dressing shortcomings in the legal and regulatory
framework (see table 3.2). The general success
of most of these components, particularly notable
in leasing and business enabling environment
projects, provides evidence of positive contri-
butions made by individual PEP-ECA projects to
improving investment climate conditions. IEG
evaluations confirmed that PEP-ECA project—sup-
ported legal reform initiatives (outcomes) were
implemented, at least to some extent, in the fol-
lowing countries:

* Armenia (leasing and some corporate gover-
nance reforms);

PEP-ECA OVERALL PERFORMANCE

* Georgia (leasing, corporate governance, and
general BEE reforms);

e Kazakhstan (leasing reforms);

* Kyrgyz Republic (microfinance and leasing
reforms);

* Russian Federation (leasing reforms);

e Tajikistan (reforms in the areas of general
BEE, microfinance, and leasing);

e Ukraine (several reforms in the areas of gen-
eral BEE, corporate governance, land, and
leasing);

* Uzbekistan (inspections streamlining and leas-
ing legislation).!3

Using aggregate PEP-ECA data on the legislative
reforms that its projects proposed and supported,
PEP-ECA estimated that governments adopted
more than 150 acts or amendments of various im-
portance up to June 2005. For IEG-evaluated proj-
ects only, IEG confirmed that at least 123 acts or
amendments were adopted by governments and
broadly attributable to the

projects. Table 3.3 summa- - - - L takes time to

rizes some related impact jmp[ement the broad
and challenging task of
achievements observed in LMProving investment

achievements of these leg-
islative and other outcome

the IEG evaluation. climates . ..”

Most PEP-ECA projects were small in com-
parison with the significant flow of donor
Junding to the region. Given the overall small
size of the PEP-ECA program relative to the mul-
titude of factors influencing policy and invest-
ment decisions, including a crowded playing
field of donors, PEP-ECA’s role was arguably small
at the overall country level.' As mentioned in
chapter 2, the overall aid flows to CIS countries
during the calendar years of 2000-04 were about
$3.5 billion a year, whereas PEP-ECA’s average ex-
penditures were only about $12.4 million a year
in FY 2001-06 (World Bank 2006b and 2006¢). In
Ukraine, for example, IFC’s activities accounted
for only 1 percent of the overall volume of the
donor-funded advisory operations in calendar
years 1993-2004. Some of this donor assistance
was concentrated in areas in which PEP-ECA was
active, such as business enabling environment
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Table 3.3. Examples of PEP-ECA Impact by Country

Country

Total
project
volume
(millions

of dollars)

Impact

Armenia

Belarus

Georgia

Kazakhstan

Kyrgyz Republic

Russian Federation

Tajikistan

Ukraine

24

0.7

44

26

0.6

286

43

17.3

Despite inadequate results from an IEG survey, only one company surveyed attributed increased
investment attractiveness to improved corporate governance practices associated with IFC's project.
Evidence of qualitative impacts was also minimal: some companies surveyed claimed that improved
corporate governance led to a better decision-making process, and only a few reported reduced conflicts
within the company and enhanced company reputation. Growth in Armenia’s leasing volume was partly
attributable to the project’s advisory role in improving the leasing framework.

Modest reform initiatives resulting from a PEP-ECA project did not translate into important investment
climate improvements. Lack of government commitment and a donor-imposed ban on government
involvement weakened the potential to achieve expected results. The PEP-ECA project helped local
business associations attract new members, raise revenues, and lobby national and local governments
on reforms, but it was not successful in improving the overall business climate in Belarus, the main
project component.

The leasing market grew from $3 million in 2004 to $7 million in 2005. Although this growth was largely
attributable to the project’s successful reform and training efforts, the overall importance of leasing was
still minimal. Few impacts are observable to date in the BEE and corporate governance companents of
the project, given the project’s recent closure.

The leasing market increased from $85 million in 2003 to $200 million in 2004, which was strongly
attributable to PEP-ECA project—motivated changes.

Despite a successful leasing reform initiative, the increase in leasing volume was negligible. In contrast,
microfinance lending volume grew, which was attributable to project-supported amendments made in
the legal and regulatory framework to support microfinance.

The leasing market grew from $500 million in 1997 to an estimated $5—$6 billion in 2005, although not
all of this growth was attributable to the three Russian Federation leasing projects. Some clients of the
corporate governance project reported a total of $282 million in increased investments directly
attributable to project-supported improvements in corporate governance practices. A supply chain
linkage project in the Russian Federation that linked a major yogurt producer (and IFC investee company)
to local milk producers successfully increased the quality and quantity of local milk production in that
region. The project led to high benefits for dairy farms, and some had important impacts on the local
economy. PEP-ECA also supported increased investment in the forestry sector, and other, more modest
investments were made in association with various linkages projects.

Despite a successful leasing reform initiative, the increase in leasing volume was negligible. In contrast,
microfinance lending volume grew, and this growth was attributable to project-supported amendments
made in the legal and regulatory framework to support microfinance. Intended impacts were only partly
achieved in an effort to support cotton farmers in rural areas: the farmer-owned service company
established attracted funding from donars, yet the company is not yet sustainable.

Changes under the BEE projects in the area of taxation, licensing, and leasing resulted in a decrease of
the cost of doing business for SMEs and helped promote growth. Clients attributed increased investment
of about $69 million to improved corporate governance brought by PEP-ECA projects. Among the
qualitative impacts of corporate governance projects, companies reported improved decision-making
processes, enhanced conflict resolution processes between the Board and management of the company,
and stronger company position due to improved corporate governance policies and practices. The
impacts of direct assistance to SMEs were modest: six of 11 business centers were sustainable on a
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Table 3.3. Examples of PEP-ECA Impact by Country (continued)

Total
project
volume
(millions
Country of dollars) Impact
commercial basis and had some potential impact on firms' business practices and their ability to attract
finance, but attribution to the project was difficult due to limited and unreliable data. PEP-ECA also
created a Weh site in Ukraine providing useful information, but it was not successful in achieving its
prime goal of improving SME sector access to financing or providing unique business information and
interactive learning resources. In addition, little evidence existed that the project helped to prepare more
bankable SMEs by improving SMEs" entrepreneurial and managerial capacity. A comprehensive
agricultural sector linkages project helped to create a policy forum on the agriculture sector, which
launched a national dialogue between farmers and policy makers on agricultural reform and resulted in
numerous legislative reforms. Project capacity-building activities contributed to development of
agricultural finance and insurance, including establishment of a rural credit union and improved access
to finance in the pilot region. The project also helped farmers to introduce new crops, improve packaging
and marketing, and strengthen distribution channels.
Uzbekistan 1.9 Leasing volume increased from about $3 million in 2001 to $45 million in 2005. Although this growth

was largely attributable to the project’s reform efforts, it was still small compared with potential growth,
which was severely limited by the large state presence in the economy. BEE project-supported reforms
helped reduce the number and duration of inspections for SMEs, which translated into important savings
for entrepreneurs. Although the overall impact on the country’s business environment was not significantly
large at the national level, the two Uzbekistan projects demonstrated that constant engagement of the
government in policy dialogue, particularly in less politicized areas, can help motivate small reforms and
generate results. A project to train local consultants of a state-owned SME consulting enterprise might
have helped PEP-ECA to establish a presence in Uzbekistan and build a working relationship with the
government; however, the project did not achieve the expected outcomes and impacts. The impact of this
microfinance initiative was limited due mainly to the lack of related reform implementation.

Source: IFC.

analysis and reform, access to finance initiatives,
and microfinance. In many of its projects, PEP-
ECA teams either partnered directly through
some form of cofinancing, such as with the U.S.
Agency for International Development on the
Central Asia microfinance projects, or coordi-
nated with donors in areas of potential overlap
to leverage each other’s work to achieve shared
desired outcomes and impacts.' In other areas,
donors undertook significant initiatives on their
own accord, each one in pursuit of achieving its
own target objectives to move reform and de-
velopment agendas forward in their own way.

Despite the difficulty of attributing country im-
provements to PEP-ECA project activity, the ev-

idence nonetheless suggested that most of the
projects evaluated contributed to one or more
of the three PEP-ECA objectives (improve in-
vestment climate, promote private investment,
and facilitate SME growth and development).
The fact that PEP-ECA was a relatively small player
also confirms its strategy to focus on what it can
achieve and let other, larger, and more pro-
grammatic development entities, such as the
World Bank, respond to larger-scale reform agen-
das (such as customs administration reform and
reform of court systems).

Given their small size, the PEP-ECA projects would
arguably have had limited influence on the coun-
tries’ overall investment climate improvements,
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as measured through standard investment climate
indicators. A general trend existed in CIS coun-
tries to undertake reforms and improve climates
during the period in which evaluated PEP-ECA
projects were active. As a region, the CIS com-
pared relatively well with other regions in terms
of improving investment climates. Yet the pace
and degree of improvement varied from coun-
try to country from 1998 to 2005, although some
countries went back and forth. Improvements in
investment climate conditions were most no-
table according to the Institutional Investor
Country Credit Risk Rating indicator, which is typ-
ically more volatile than the Heritage and Inter-
national Country Risk Guide indicators (see
appendix E).' According to the latter two indi-
cators, improvements were less notable; lower
middle-income CIS countries showed an up-
ward, yet modest improvement in Heritage
scores from 2001.

A general willingness to undertake reforms and
improve investment climates on behalf of many
client countries helped to support positive PEP-
ECA project results and achievements. Receptive
and reform-minded governments were an im-
portant factor in project success. Although not all
CIS countries and governments had high levels of
commitment to reform in specific PEP-ECA proj-
ect areas, the general willingness (which was oc-
casionally strengthened by strong PEP-ECA project
implementation teams) to undertake measures
to improve investment climates supported more
positive outcomes. For example, in the report
Doing Business 2007 (World Bank 2006a), nearly
all CIS countries improved at least one indicator,
except for Uzbekistan and Tajikistan.'” Georgia was
the top Doing Business reformer, jumping to
37th place from 112th the previous year.

Despite efforts and progress made to improve in-
vestment climates, the bulk of CIS countries still
lag behind and are in need of reform. For ex-
ample, eight of the 11 CIS countries included in
Doing Business rankings are in the lower half of
all countries ranked. According to the Wall Street
Journal/Heritage Freedom indicator, only Ar-
menia, Georgia, and Kyrgyz Republic received
scores less than 3, suggesting policies and reg-

ulations are “mostly free,” whereas all other CIS
countries covered under PEP-ECA fell in the 3 or
4 range, indicating “mostly unfree” or repressed
policies and economies. In the middle-income
CIS country group, administrative barriers dom-
inate obstacles to business operations and in-
vestment, such as cumbersome licensing and
permit requirements, burdensome tax adminis-
trations, and inefficient regulation. In the low-in-
come CIS country group, the constraints to
investment are more basic—from deficient in-
frastructure to underdeveloped market institu-
tions (Rutkowski and Scarpetta 2005).

PEP-ECA projects supported or facilitated
increased private investment. A majority of
the projects evaluated (22 of 34) attempted to
support or facilitate direct private (local and for-
eign) investment in some form. For example,
supply chain linkages projects might have worked
with suppliers to encourage them to make in-
vestments to improve production and quality
of supplies, or business development linkages
projects might have supported investment in
the forestry sector through provision of infor-
mation and analysis of markets of wood suppli-
ers. Financial markets projects might have
promoted new direct investment in leasing com-
panies, microfinance institutions, or banks, either
directly with IFC investment or indirectly by pro-
moting reforms needed to spur sector invest-
ment. Corporate governance projects might have
promoted increased levels (or improved terms)
of direct investments (loans and/or equity) as a
result of improved corporate governance prac-
tices. IEG project evaluations indicated that most
of this occurred in the Russian Federation, fol-
lowed by Kazakhstan and Ukraine and more
modest levels in Armenia, Georgia, Kyrgyz Re-
public, and Tajikistan.'® PEP-ECA aggregate data
put project-supported private investments at
nearly $900 million; whereas IEG estimated the
level of private investment supported by the
projects it evaluated at about $810 million.'

Evaluation findings suggested that many of these
investments might have happened without advi-
sory projects; yet in most cases, the advisory proj-
ects did help facilitate or speed up investments:



* Linkages projects. These projects, which
were intended to promote investment in key
sectors (forestry; information, communica-
tion, and technology; agribusiness; and in-
dustry), succeeded in supporting private
investment to varying degrees. Attribution of
increased investment to advisory projects was
high in a few cases; yet according to clients
and stakeholders interviewed, several of these
investments probably would have taken place
absent the advisory project.

* Financial markets projects. These proj-
ects facilitated new private investment, in-
cluding many IFC investments in leasing,
microfinance, and banking sectors in Arme-
nia, Georgia, Kazakhstan, Russian Federation,
and to some extent, Uzbekistan, and pro-
moted on-lending to SMEs. In some instances,
such as microfinance in Central Asian coun-
tries and leasing in Kazakhstan, new legisla-
tion and implementation of project-supported
reforms (outcomes) were instrumental in cre-
ating new investment. In other instances,
such as leasing in the Russian Federation, the
sector was growing and IFC’s advisory proj-
ect helped add momentum to the trend. As
such, increased investments can only be partly
attributed to the advisory project.

* Corporate governance projects. These
projects helped enhance the investment at-
tractiveness of some client companies in the
Russian Federation and Ukraine, even though
improved corporate governance practices is
only one of many factors that influenced in-
vestment decisions.

PEP-ECA's impact on promoting small

and medium enterprise growth and
development was not clear.

PEP-ECA devoted fewer resources than other re-
gional advisory facilities to supporting SMEs. As
mentioned in chapter 2, PEP-ECA supported
SMEs directly through capacity building and in-
directly through business enabling initiatives to
remove obstacles for SME growth and develop-
ment and by increasing their access to finance.
The diminishing importance of SME develop-
ment occurred as PEP-ECA management real-
ized that there had been lackluster results and

PEP-ECA OVERALL PERFORMANCE

limited relations between these projects and the
IFC investment side. During the period of eval-
uation, PEP-ECA altered its approach by em-
phasizing SME development more through its
BEE and financial intermediary projects. IEG’s
evaluation findings for SME development con-
firmed PEP-ECA’s decision to redirect emphasis
from business service development (a direct ap-
proach) to financial intermediaries and BEE (an
indirect approach), even though measuring ac-
tual impact on SMEs suffered from inadequate
data. In contrast, IEG findings of linkages proj-
ects did not demonstrate much contribution to
SME development.

Direct efforts to support SME development and
growth included four SME development projects
in Belarus, Ukraine, and Uzbekistan to intro-
duce business consulting and information ser-
vices and four linkages projects in the Russian
Federation to support SMEs in the automotive,
furniture, forestry, and information, communi-
cation, and technology sectors.? Aside from
being few in number, the bulk of these projects
did not have high success rates. Also, informa-
tion on the extent to which SMEs may have ben-
efited from these projects was limited due to lack
of appropriate indicators or limited response
and follow-up.

Indirect efforts to support SMEs—through access
to finance via financial intermediaries and BEE
reforms intended to remove obstacles to SMEs—
showed more promising results. Financial mar-
kets advisory projects were largely successful in
introducing new financial instruments, such as
leasing in the Russian Federation and Central
Asia. Despite lack of data on the impact of these
projects on SMEs, evidence suggested that SMEs
did benefit from increased leasing volumes.?!
Advisory work to improve the legal and regu-
latory framework for microfinance lending in
Central Asia also contributed to boosting mi-
crofinance lending in the Kyrgyz Republic and
Tajikistan. Advisory projects supported IFC in-
vestments in three small commercial banks in the
Russian Federation, and institution building re-
sulted in strengthening two of the banks, help-
ing improve transparency, efficiency, and integrity
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and increasing their lending capacity to the SME
sector. Similarly, the upcoming IEG study eval-
uating IFC experience with financial institutions
supporting SMEs concluded that Advisory Ser-
vices to financial institutions oriented to SMEs
and microfinance were quite successful. Despite
these overall positive results, this study was un-
able to collect complete data to prove PEP-ECA’s

indirect impact on SMEs at

‘Although PEP-ECA’s the project or country level.
contributions were
too small to have

As discussed in more detail
in the product line summary
above, BEE projects focused

discernible impacts at on removing obstacles to
the broad country level, SME growth and were gen-

erally successful in terms

they belped improve
business climates in
their specific and
focused areas of

of achieving intended legal
and regulatory reform ob-
jectives; the evidence sug-
gested that reductions in the
cost and burden on SMEs
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intervention . . .” were achieved in several

projects. Yet attribution of

the streamlining of administrative barriers on
overall SME growth was not straightforward and
depended on many external factors; therefore,
IEG evaluations could not fully assess the impact
on SME growth. Nonetheless, ample World Bank
and academic research suggests that removal of
administrative barriers encourages formaliza-
tion of SMEs and helps reduce costs (time and
money) associated with doing business, hence,
enhancing profitability and growth.??

In conclusion, PEP-ECA delivered a largely suc-
cessful program with IFC work quality and client
commitments as the main drivers of project suc-
cess. Although PEP-ECA’s contributions were too
small to have discernible impacts at the broad
country level, they helped improve business cli-
mates in their specific and focused areas of in-
tervention and supported or facilitated increased
private investments. Financial markets projects
performed better than the other four product
lines in all dimensions, whereas the PEP-ECA
linkages projects performed the worst.



Program Management
and Execution

he product line approach enabled specialization and efficiencies, yet
it did not always result in adequate tailoring to meet specific country
development needs and posed challenges in terms of staffing and ac-

Cess to expertise.

Although PEP-ECA’s structure reflected invest-
ment priorities, the program’s ongoing strategy
formulation and project implementation were
not systematically integrated with IFC’s invest-
ment side. Similarly, cooperation with other
parts of the World Bank Group was largely in-
formal. Greater synergies and results were not
always achieved.

PEP-ECA's management structure

and project focus have been key to the
development and implementation

of its strategy.

What set PEP-ECA Advisory Services strategy
apart from other regional advisory facilities (par-
ticularly project development facilities) in ad-
dressing its objectives were (a) its management
structure in the field, (b) core product line spe-
cialization, (c) focus on developing replicable
projects using a standard product design, (d) staff
hiring on a project-by-project basis, (e) long-
term projects with a focus on achieving specific
expected results, (f) reliance on a dedicated
team staffed with high-quality local profession-
als for project implementation, and (g) project-
level evaluations.

IFC’s Central and Eastern Europe Department,
headquartered in Moscow, manages PEP-ECA.
Staff include a general manager, senior operations
managers to handle donor relations and oversee
development and management of project port-
folios, a decentralized human resource unit, a
dedicated financial accounting and budget offi-
cer, and information technology support (see ap-
pendix C for the current PEP-ECA organizational
chart).

The specialized PEP-ECA management structure
rests now on the following core product lines:
(a) financial markets (leasing, microfinance,
insurance, banking, and energy efficiency),
(b) housing finance, (¢) business enabling envi-
ronment, including SME policy, (d) linkages,
(e) corporate governance, and (f) agribusiness
and forestry.

Senior operations managers are responsible for
new project development in their core areas
and in related experimental areas. They focus on
replicating earlier successful project models
within a country or in other countries, with
some experimentation in new areas to meet the
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transitional development needs of the region.
Product development is an ongoing process, in
which new products are designed (e.g., housing
finance), whereas others are tested (e.g., link-
ages) and others are rolled out (e.g., leasing
and SME survey and policy). Final project se-
lection is a function of donor willingness to fund
a project.

PEP-ECA projects—on average smaller than pri-
vatization advisory projects of the past decade—
have ranged in size from $150,000 to $4 million
and employ an average of 10 staff during a two-
to three-year project life, the time required to in-
troduce legislative reforms and bring about or-
ganizational or behavioral changes needed for
sustainable outcomes to occur.

Most PEP-ECA advisory projects have generally
comprised three core components: (a) a tar-
geted reform agenda, (b) information dissemi-
nation, and (¢) training and capacity building:

* Targeted reform agenda. The intention
behind this component is to improve invest-
ment climates and conditions for private sec-
tor investment. PEP-ECA typically conducts a
diagnostic survey, analyzes legal and regula-
tory frameworks, and formulates recom-
mended actions for reform. Once a sector
assessment is performed, stakeholders, in-
cluding local private sector participants, gov-
ernment officials, and representatives of other
donors (bilateral or multilateral) are engaged
in a dialogue for reform. Notwithstanding the
strong emphasis on reforms, PEP-ECA has not
required formal government commitment to
this reform as a prerequisite to developing
projects. Rather, through active engagement,
advocacy, and lobbying of other stakehold-
ers and wide-reaching public information dis-
semination, PEP-ECA’s strategy has been to
build consensus and local support for needed
reforms.

* Information dissemination, public edu-
cation, and awareness raising. This com-
ponent is carried out through roundtables,
media events, and publications and is in-
tended to inform key stakeholders, including

government officials, experts, relevant pri-
vate sector participants, and media. Broad
public relations campaigns in local languages
have helped PEP-ECA to meet its main ob-
jectives, including raising interest and sup-
port for the reform agenda. PEP-ECA’'s massive
communication efforts have been an effective
means of promoting reforms, changes in firm
practices, and subsequent project achieve-
ments. PEP-ECA has also been effective at
articulating results to its most immediate
stakeholders: the donors. These efforts have
all contributed to building a strong IFC Advi-
sory Services brand for the region.!

* Training and capacity building. This com-
ponent is delivered through different chan-
nels, including local universities, business
development centers, and investor associa-
tions, and directly to firms, especially in the
leasing and corporate governance lines. The
intention behind such activities is to build
local capacity, both in the individual sector
(such as leasing finance) and among local
service providers (such as leasing consulting
and tax advisory firms). To enhance the like-
lihood of sustainable outcomes, PEP-ECA often
attempts to implement project exit strategies
by transferring project documents, activities,
and other essential training materials (e.g.,
leasing or corporate governance handbooks)
to local partners and clients.

A focus on core product lines helped
build expertise and promote consistency
and efficiencies, but insufficient product
line adaptation to specific country
conditions limited PEP-ECA's potential
effectiveness.

This evaluation found that pursuing core prod-
uct lines has helped PEP-ECA to centralize and
build internal expertise and knowledge and pro-
mote consistency across projects in the same
product line. A set of standard product designs
also allowed senior operations managers to pull
together project proposals relatively quickly, in-
cluding components, budget, M&E, and so on, for
replication in other countries. As such, central-
ized internal expertise and standard product roll-
outs brought project development efficiencies.



Project-level evaluations provided some evi-
dence of learning within each product area. Core
area project models evolved over time to improve
design, work program, type of activity, and M&E
framework and measurement. This learning and
knowledge management evolution was, how-
ever, mostly informal and ad hoc. For example,
senior operations managers promoted staff ex-
changes to share information and good prac-
tices across projects in each product area and,
where possible, reassigned experienced staff
from one project to another when the timing of
project closure and launch enabled smooth tran-
sitions. Leasing is the only product area in which
PEP-ECA developed formal learning instruments;
the basis for the leasing project manager’s hand-
book and manual was experience gained and
lessons learned after implementation of several
leasing projects.

Replication of product line initiatives tended to
be the driving force behind new project devel-
opment, rather than individual country-level
needs. Senior staff took brief needs assessment
trips to assess appropriateness of new projects.
PEP-ECA’s approach of broad assessments and
loose project parameters was made to support
cost-effectiveness objectives, given the limited re-
sources available for project development and
preparation. Projects were launched with the
intention that project staff, once hired, would
make necessary country adjustments. Yet as dis-
cussed in chapter 3, these broad assessments
were not always thorough enough to prepare or

PROGRAM MANAGEMENT AND EXECUTION

sufficient to tailor PEP-ECA  “Product line

pI‘O]@CtS. a.dequately to coug- specialz’zation
try-specific needs and condi-

tions before project launch, mp roved overall
and project teams were not standard project

always able to overcome design and eﬁ‘icz’ency,
but insufficient needs

shortcomings in project

preparation during project
implementation. Although in assessments and

many instances these proj- product line

ects were still strategically rel- -~ 5 74 ptation to specific

evant for the country, they

nonetheless may not have o ;
fully reached their potential limited potential

in terms of achieving impact effectz‘ veness.”
and development results, had

they been more country ad-

justed from the onset.

Better balance is warranted between the product
line rollout and country needs focus to achieve
greater potential development results. For ex-
ample, a project developed and successfully de-
livered in the Russian Federation may not be
appropriate for the Kyrgyz Republic (see box 4.1).
Even with fine-tuning expected during imple-
mentation, some fundamental structure and se-
quencing aspects may need to differ to yield
greater impacts in the local environment. This is
not to say that significant resources should be
spent to develop highly specific projects before
approvals are obtained. This evaluation’s evidence
indicated, however, that more thorough front-
end assessment and preparation before project

Box 4.1. Project Rollout Needs to be Adapted to Local Country Conditions

country conditions

Based on the leasing project model developed in the Russian Fed-
eration, regional rollouts of the Ural and Northwest Russian leas-
ing projects were largely appropriate; whereas preparation for a
leasing projectin Central Asia received a partly unsatisfactory rat-
ing, given shortcomings in front-end work and adaptation of the
standard model to country-specific conditions.

Macroeconomic and financial sector issues were among
the main impediments to leasing development in Central Asia,
especially in the Kyrgyz Republic and Tajikistan. Yet initial stud-
ies and analysis did not discuss the impact of these shortcom-

ings on potential leasing market growth. This precluded a Cen-
tral Asia leasing project from adapting a work program that might
have been better suited for the political and economic local mar-
ket conditions.

PEP-ECA might have more effectively designed the advisory
project in Central Asia to enhance the potential impact and pen-
etration of leasing by, for example, directly addressing, where
possible, some of the precondition constraints first and initiating
collaborative efforts with the World Bank or other donors active
in areas where PEP-ECA had little or no experience or expertise.
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launch could make project designs, sequencing,
and objectives more appropriate for country con-
ditions and hence enhance development effec-
tiveness results. Moreover, a more thorough
project preparation should also involve more
strategic integration and planning of advisory
programs and IFC investment strategies at the
country level in an effort to leverage IFC’s in-
vestment and advisory tools better to deliver
higher potential impacts to client countries.

Despite IFC's regional investment
strategy driving the initial PEP-ECA
structure, advisory projects were largely
developed and carried out independently
of investment staff and expertise,
diminishing potential synergies.

PEP-ECA’s mixed experience in integrating IFC
Advisory Services and investments in a more
strategically coherent and complementary way
highlights the challenges inherent in develop-
ment work of this nature. The PEP-ECA experi-
ence represented IFC’s first attempt to integrate
Advisory Services and investment; with no pre-
vious experiences from which to learn, PEP-ECA’s
management was experimenting.> During the
creation of PEP-ECA, an IFC investment man-
ager was put in charge of developing the advi-
sory program and the product areas chosen
were designed to mirror the investment side,
which placed a strategic emphasis on investing
in financial markets, agribusiness, and industry.
For example, leasing was defined as a key area
of strategic relevance, given that IFC wished to
invest in leasing to support SME access to fi-
nance in the region. Improving corporate gov-
ernance in the region was also a priority for the
IFC investment side, given the unique problems
posed by overnight creation of hundreds of
thousands of shareholders following the priva-
tizations in the Russian Federation and Ukraine.
Linkages advisory projects attempted to work
with suppliers to improve quality and increase
volumes to meet the needs of large agricultural
or industrial multinational firms (preferably IFC
investee companies). Business enabling envi-
ronment projects helped IFC to maintain a pres-
ence and contributed to the private sector
development and SME agenda in countries where

IFC investment portfolios were small and/or in-
vestments prospects limited.

Although IFC’s investment strategy was expected
to drive the regional Advisory Services strategy,
this was not done, going forward, in a systematic
way across the board. Particularly in the early
years of PEP-ECA, IFC investment volumes were
not sufficient to provide opportunities for a truly
systematic integration of advisory and invest-
ment projects. Another important contributing
factor appears to stem from the fact that ongo-
ing updates and revisions of IFC regional and
country investment strategies were usually for-
mulated by senior investment staff and man-
agers with the support of regional strategists,
whereas PEP-ECA senior operations managers
developed advisory projects in terms of their
potential to replicate core area projects and/or
undertake new experimental projects, and on ap-
proval of donor support for proposed initiatives.
As such, advisory projects ended up being largely
developed and delivered independently of IFC’s
investment strategies and sector expertise. Man-
agers and staff interviewed for this evaluation on
both investment and advisory sides sent con-
sistent messages regarding shortcomings with re-
spect to delivering a more integrated strategy and
program.

Similarly, very few advisory projects successfully
tapped IFC investment staff expertise, and vice
versa. At the project level, the evaluation did
not find many successful cases in which IFC in-
vestment expertise (staff) contributed and added
value to the advisory project during project de-
velopment, structuring, or implementation. This
goes beyond evidence of an occasional dialogue
with investment officers and refers more to tap-
ping the knowledge and expertise of technical
(industry) staff or higher-level investment staff
with expertise in a given area (e.g., agribusiness
or financial markets specialists). Among the
exceptions were a linkage project to promote
energy-efficient production among suppliers of
a multinational client, which brought IFC envi-
ronmental specialists on board to conduct com-
pany-level audits and make recommendations to
client suppliers, and a leasing project done in



Central Asia where investment and advisory staff
worked closely together to develop a regional in-
vestment facility and follow-up advisory package.
As in most other instances, opportunities for
tapping IFC expertise from investment and spe-
cialist departments were not effectively and sys-
tematically pursued. This is a challenge facing
many IFC advisory initiatives and projects, and
it becomes particularly relevant if IFC seeks to
bring its investment and industry expertise to the
advisory side as part of its comparative advantage
over other providers of Advisory Services. Box
4.2 later in this chapter presents good prac-
tice examples where, in addition to having a
truly integrated strategy to developing a sector,
investment-side specialists were part of the pro-
cess of formulating, structuring, and implement-
ing the advisory project.

Achieving synergies with IFC’s investment side,
that is, tapping expertise and integrating IFC’s
instruments more systematically and strategi-
cally, could enhance development effectiveness
and strategic relevance. To achieve this objective,
PEP-ECA envisioned integrating Advisory Ser-
vices and investments in three ways:

* Pre-emptive. IFC investment is difficult;
therefore, advisory activities maintain an in-
country presence, while driving improve-
ments in the investment climate and enabling
environment for SMEs.

* Pre-investment. The intention behind ad-
visory activities is to build an investment client
base through leasing interventions, corpo-
rate governance, and supply chain linkages.

* Post-investment. Advisory Services are de-
signed to support IFC’s investments with
client companies through activities such as
housing finance and supply chain linkages.

The IEG evaluation found, however, that PEP-ECA
had a mixed experience in integrating Advisory
Services and IFC investments. This is somewhat
understandable, given the lack of integration of
staff working on Advisory Services and invest-
ments, different project cycle lead times for in-
vestments, lack of previous experience in
integrating Advisory Services and investments,
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and previous IFC emphasis on investment proj-
ects. In addition, the development of advisory
projects has been closely tied to donor criteria
due to reliance on outside funding. Although IFC
has a lengthy track record of successful emerg-
ing market investments, Advisory Services are a
relatively new product and the strategic inte-
gration of Advisory Services with investments is
still evolving.

The pre-emptive approach to integrating Advi-
sory Services with IFC investments was the least
direct among projects evaluated. Reform agen-
das pursued in BEE projects typically focused on
elimination or reduction of administrative bar-
riers (mostly permits and inspections) for SMEs
that were not associated with IFC investments,
nor did such activities appear to affect IFC’s abil-
ity to invest. Instead, these projects explicitly
promoted conditions for SME growth. Had the
BEE projects addressed high-level priority con-
straints and obstacles for IFC investments more
directly, the link might have been more tangible.
For example, in Uzbekistan, a major constraint
for IFC investments related more to the large
state presence in the economy and lack of struc-
tural reform and privatization, not the burden of
inspections.? Likewise, PEP-ECA's SME develop-
ment advisory projects (business service devel-
opment, SME toolkits, or business association
support intended to build the capacity and bank-
ability of SMEs) had no relationship with IFC in-
vestment. It might not have been possible or
desirable to integrate SME development advisory
projects with IFC investments, particularly in
countries where IFC investment prospects were
very limited, such as Belarus or Uzbekistan. This
evaluation noted, however, that closer integra-
tion might have been achieved by linking IFC ac-
cess to finance transactions (e.g., leasing and/or
credit lines) more closely with advisory projects
extending support services to SMEs, where fea-
sible. Instead, as discussed above, PEP-ECA's BEE
strategy has been to maintain a presence in
countries where IFC’s investment potential is
low and to select focused reform initiatives in
areas with high potential for success. It has not
intended to focus on areas that would help pave
the way for IFC investment, nor select reform
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agendas with higher priority items that would be
very difficult to change.

The pre-investment approach demonstrated a
more direct and tangible relationship between
Advisory Services and investment, yet results
were mixed. The core product lines that at-
tempted, in varying degrees, to integrate Advisory
Services and investment directly included fi-
nancial markets (leasing, microfinance, and local
banks in which IFC intended to invest), corpo-
rate governance, and some linkages projects.

* Financial markets experience showed
that strategic integration of Advisory
Services and investment can occur when
legislative reforms and market devel-
opment precede attraction of capital.
Even though coordination between IFC ad-
visory and investment staff was frequently ad
hoc and informal, IFC investments followed
successful leasing efforts in Armenia, Azer-
baijan, Georgia, Kazakhstan, and Russian Fed-
eration.? IFC investments emerged once
advisory projects had successfully created an
enabling environment conducive to leasing
market penetration and expansion.’ In the
Russian Federation, several IFC leasing in-
vestments followed successful advisory proj-
ects, and today IFC leasing investment
commitments ($89.95 million) in the Russian
Federation represent 33 percent of IFC’s total
global leasing portfolio.® In Armenia, IFC
helped to set up the first leasing company
with $270,000 in equity and a $2 million loan.
In Georgia, IFC invested $3 million in one of
the first leasing companies.” More recently, ad-
visory project—driven advances to the legal
and regulatory framework in Central Asia led
IFC to integrate Advisory Services and leasing
investment in a more systematic fashion,
whereby IFC established an investment facil-
ity to provide liquidity to the region, which
now offers advice to potential lessees and
lessors.® Also in financial markets, three ad-
visory projects in the Russian Federation sup-
ported three small banks, two of them
regional, strengthening their systems and pro-
cedures to create best practice models and

prepare these banks for IFC investments (ac-
companied by $9 million loans provided to
these three banks to increase SME financ-
ing). IFC followed with subsequent invest-
ments for total funding provided to the three
banks of $31.5 million as of FY 2006.
Corporate governance projects did not
evidence a clear and systematic link to
IFC investments based on evaluation
Sindings. Early projects in Ukraine and Ar-
menia showed little coordination or integra-
tion between advisory and investment staff.
More recent corporate governance projects in
the Russian Federation and Ukraine and made
more deliberate efforts to communicate and
exchange client information, which helped
support IFC investments worth $81 million in
those countries.? Similarly, a few IFC invest-
ment clients were invited to participate in
corporate governance advisory projects.
Nearly all PEP-ECA linkages projects
attempted to integrate IFC investments
into advisory projects in this group, at
least at the design stage. Implementa-
tion, however, witnessed several projects that
were de-linked or missed making the link
due to a host of reasons, leaving few solid ex-
amples of successful integration. For this rea-
son, this report has classified many linkages
projects as pre-investment. Also, in the two
access-to-finance agribusiness projects eval-
uated, advisory projects and investments were
developed in parallel, whereby the advisory
project played a strong role in establishing the
new companies in which IFC was an investor.
For the linkages group of projects, the ob-
jective of integrating Advisory Services and in-
vestments often took on a life of its own,
because substantial institutional pressure was
placed on finding successful models for link-
ing Advisory Services and investments as a
value-added business proposition to clients
and to promote new innovative IFC invest-
ment structures designed to achieve devel-
opment objectives. Despite the efforts made
to link Advisory Services to IFC investments
in these projects, of the eight linkages proj-
ects that explicitly attempted to make a link
with an IFC investment, only three actually re-



sulted in achieving the link and only one of
those that achieved the link (included in the
following two paragraphs) had successful
results. 1

Three projects evaluated for this study fell under
the post-investment category. One was a very
successful supply chain project that has become
a model across IFC. Another envisaged promot-
ing a follow-up investment facility to implement
energy efficiency programs in supplier companies,
yet was largely unsuccessful, as major outcomes
and impacts were not achieved and a follow-up
IFC investment did not result. The third advi-
sory project saw IFC’s investee company pull
out of the advisory project before it was launched.

Despite the challenges of greater integration, it
is also important to consider country conditions
and how IFC’s investment strategy evolved in the
region. As discussed in chapter 2, given the low
volume and number of IFC’s investments in the
CIS in the period following the Russian Federa-
tion financial crisis, PEP-ECA played a useful role
in demonstrating IFC’s commitment to client
countries, while building IFC’s understanding of
investment barriers and opportunities. Similarly,
IFC’s strategy attempted to reflect the different
pace of development in different countries of the
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region. As such, the evolution of PEP-ECA’s role
in complementing IFC investment business was
substantially different in Belarus and the Cau-
casus than in the Russian Federation.

Sectorwide initiatives achieved higher
development effectiveness ratings and
wider impacts than projects designed

to integrate Advisory Services with

IFC investments at the individual
transaction level.

PEP-ECA achieved higher development effec-
tiveness results and a wider scope of impact
through broader, sectorwide initiatives designed
to promote overall private investment (includ-
ing, but not exclusively, IFC investments) than
through attempts to integrate Advisory Services
and IFC investments at the transaction level (see
table 4.1). Examples of such sectorwide proj-
ects include promoting corporate governance
(Armenia, Georgia, Russian Federation, and
Ukraine), leasing (Georgia, Kazakhstan, Kyrgyz
Republic, Russian Federation, Tajikistan, and
Uzbekistan), and agribusiness (Ukraine). This
analysis included all advisory projects that ex-
plicitly intended to either result in an IFC in-
vestment or support a specific IFC investment
(e.g., advisory projects to support financial in-
termediaries and linkages projects to strengthen

Table 4.1. Comparison of Sectorwide and Transaction-Specific Results

Sectorwide Transaction specific
0Of total of 0Of total of Of total of 0Of total of
11 projects $20.8 million 10 projects $6.5 million
millions millions
Rating dimension % number % of dollars % number % of dollars
Development effectiveness 91 10 98 20.3 30 23 15
IFC role and contribution 91 10 98 20.3 40 4 412 26
IFC work quality 82 9 77 16.0 40 83 2.3

Source: |EG data.

Note: Sector initiatives that at least have the indirect objective of promoting IFC investment included projects in corporate governance (Armenia, Georgia, Russian Federation, and Ukraine),

leasing (Georgia, Kazakhstan, Kyrgyz Republic, Russian Federation, Tajikistan, and Uzbekistan), and agribusiness (Ukraine). Transaction-specific projects include seven linkages projects

and three commercial bank advisory projects. The one successful linkage transaction-specific advisory project, Campina, was developed as a follow-up to an IFC land and farm privatiza-

tion project; hence, although the advisory project was linked to an investment at the project level and treated as transaction specific, it was actually the outcome of an earlier sectorwide

reform effort.
a. Percentage based on dollar figure before rounding.

35



IFC ADVISORY SERVICES IN EASTERN EUROPE AND CENTRAL ASIA

“ .. the scope of

supply chains for agricultural processors and
large industrial multinationals).!' As such, proj-
ect evaluation findings indicated that broader
sector- or national-level approaches, including
sector reform initiatives, had higher develop-
ment effectiveness ratings than advisory proj-
ects that were initiated to support specific IFC
investments (see table 4.1). Not only were proj-
ect evaluation ratings higher in the former, but
the scope of impact was wider and larger when
the project served the needs of a broader base
of beneficiaries, in contrast to impacts observed
on the narrower set of beneficiaries typically in-
volved in advisory projects supporting specific
IFC investment transactions. For example, the im-
pact of improved leasing legislation on overall
leasing volumes growth affected many lessees,
financial intermediaries, and suppliers of leasing
equipment across the coun-
try. A successful linkages

impact was wider and advisory project, however,
larger when the project might have had an impact
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served the needs of a
broader base of project might have benefited
beneficz‘arz‘es .7 the bank, its shareholders,

on a handful of suppliers or,
similarly, a bank advisory

and part of the bank’s port-
folio of sub-borrowers. This finding suggests
that a strategic approach to promoting private
investment (including but not limited to IFC in-
vestment) would yield greater development out-
comes than emphasizing integration of Advisory
Services and IFC investment predominantly at
the transaction level.

Many practical obstacles to integrating Advisory
Services and investments at the transaction level
hindered achievement of better results. In ad-
dition to the several shortcomings of link-
ages projects discussed in chapter 3, additional
practical aspects of IFC investments and advis-
ory project cycles, staff, and incentives posed
challenges:

* Investment and advisory staff incentives were
not aligned, and common understanding of
what form advisory projects should take was
lacking (for example, to subsidize a deal com-
pared with develop the sector).

* Tensions sometimes arose at the project level
about whether advisory or investment staff
should take the lead in managing relations
with clients who were sponsors, or about dif-
ferent objectives and expectations of two IFC
teams who were communicating separately
and in parallel with the same company.

* Investment staff interviewed stressed the dif-
ficulty of “selling” a package of Advisory Ser-
vices and investment, given their own strongly
perceived lack of control and uncertainty on
() their ability to deliver Advisory Services
with donor funds, given the long lead time of
one to two years before launch, for which
investment staff cannot wait, (b) quality as-
surance of the services to be delivered, and
() the cost of the Advisory Services.

Several IFC industry departments have had Ad-
visory Services among their products and have
used them occasionally for project preparation
(feasibility studies or sector mapping). Other
departments have offered Advisory Services on
a stand-alone basis, such as by establishing a
special program to provide Advisory Services
separately from investment projects. Although
IFC Corporate Advisory Services offers stand-
alone advice to government clients, predomi-
nately in the infrastructure sector, IFC is making
a concerted effort to follow up with IFC invest-
ment where possible and within existing conflict
of interest management parameters.'? The Global
Financial Markets Department in IFC has devel-
oped the most comprehensive approach for in-
tegrating Advisory Services and investment
operations within a long-term sector develop-
ment strategy.’> Examples of recent efforts to
formulate and execute integrated Advisory Ser-
vices sector reform objectives and IFC investment
operations involve the Russian Federation hous-
ing finance market and provision of financing for
energy efficiency improvements, also in the Rus-
sian Federation. These initiatives involve joint ad-
visory and investment strategies, leveraging the
expertise of specialists in industry departments
and Advisory Services departments, to develop
the target sectors (see box 4.2). A similar strat-
egy and initiative have been implemented to de-
velop leasing in Central Asia, in which an
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Box 4.2. The Case of Primary Mortgage Market Development in the Russian Federation

In FY 2004, PEP-ECA, the Central and Eastern Europe Department,
and the Global Financial Markets Department adopted a compre-
hensive approach to development of the housing mortgage mar-
ket in the Russian Federation by combining advisory and investment
activities. The Swiss State Secretariat for Economic Affairs, the
Dutch Government, and IFC funded an advisory program (FY
2004-07) of $3.3 million, which PEP-ECA manages. Its purpose is
to define operating standards and provide training and imple-
mentation support to partner banks in an effort to develop and grow
the primary housing mortgage market in the Russian Federation.
IFC, through PEP-ECA, contributed an additional $0.7 million, equiv-
alentto 22 percent of the $3.3 million contributed by donors, as an
in-kind contribution, providing management and administrative
support for the project.
The project contained three main components:
¢ Improving the enabling environment through diagnostic studies
and recommendations for improving mortgage-related legisla-
tion, standardizing title search and mortgage registration in pilot
regions, as well as lobbying, training, and consulting with local
authorities.

¢ Building origination processing standards and infrastructure with
the three to five Russian Federation pilot banks by developing stan-
dard mortgage products, establishing standardized mortgage
underwriting documentation, developing standardized mortgage
servicing processes and appropriate back office and middle of-
fice procedures, as well as reviewing internal audits and controls.

 Disseminating information and best practices through seminars
and workshops; knowledge sharing with the Home Mortgage
Lending Agency and potential mortgage clients, and consult-
ing with local businesses; ads in media; and public awareness
campaigns.

To complement the advisory and watchdog function of the Ad-
visory Services, IFC credit lines of about $25-$50 million provided
affordable mortgages for renovation of existing and construction
of new houses for potential home buyers, initially in dollars, but now
also available in Russian Federation rubles. This program pro-
vides an opportunity for the pilot banks to introduce new retail prod-
ucts to the market and help them diversify their business risks. With
an average mortgage size of $15,000, the IFC credit lines are ex-
pected to reach 1,700 to 3,300 families.

investment facility was set up to provide liquid-
ity for leasing and the parallel advisory project
intended to build capacity of local financial in-
stitutions. This joint project followed a major
advisory project to improve the leasing enabling
environment.

The latest Global Financial Markets Department
initiatives to integrate Advisory Services and in-
vestment as complementary tools in long-term
sector development strategies may provide a
model for leveraging IFC’s strengths and en-
hancing impact. IFC’s new One Brand Strategy
is intended to align IFC Advisory Services with
investment operations to serve clients better
and increase IFC’s impact on development. It is
also intended to help IFC Advisory Services to
stand out in the market and leverage the con-
nection with IFC and the World Bank.

As part of IFC’s recent initiative to set out key
principles for Advisory Services and develop five

core product lines, IFC management has brought
in investment staff to serve on each product line
committee (as either head or advisor) for cross-
fertilization as a more strategic approach to de-
veloping the Advisory Services business.

Not all advisory projects should be linked
to discrete IFC investments. In some coun-
try or sector situations, however, a more strate-
gic and complementary approach to developing
IFC business could reveal obvious synergies that
promote better development outcomes. Similar
to the approach taken by the Global Financial
Markets Department, other IFC industry de-
partments might benefit from a more integrated
and strategic utilization of IFC advisory and in-
vestment tools within the context of IFC’s long-
term country and sector strategies. Part of the
challenge for management will be to provide
clarity surrounding the parameters of IFC advi-
sory strategy and its relationship with invest-
ment in its various forms and product lines to
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staff. For example, at the sector level, scope may
exist for better integration of strategy, expertise,
and perhaps business development, similar to the
Global Financial Markets Department experi-
ence. For linkages projects, the role of Advisory
Services should be made more explicit than be-
fore with more enhanced mode of delivery
(quicker access to funding, assured quality of ser-
vices provided, ability to pass a market test, and
so on). Strategies and parameters should be bet-
ter communicated to staff on both investment
and Advisory Services sides, and appropriate in-
centives should be developed to reward achieve-
ment of better results and more efficiency
through such integration effort.

In addition, IFC management and systems need
to ensure that both perceived and potential con-
flicts of interest are properly managed. Although
no serious concerns related to conflict of inter-
est emerged during the course of this evaluation,
the possibility of either real or perceived conflict
of interest of IFC as an investor and advisor cer-
tainly exists. IFC has in place a robust conflict of
interest framework, which is based on interna-
tional best practice; yet as highlighted in an in-
ternal IEG investment climate report, the
challenge facing IFC is to ensure that the frame-
work is being consistently applied to all advisory
and investment projects pursued.

Efforts to cooperate with the World Bank
were ad hoc, varied in their degree of
success, and did not always achieve
desired results.

PEP-ECA cooperation with other parts of the
World Bank Group was often based on pre-
existing relationships, that is, not formally planned
or carried out on a program or institutional level.
The degree of cooperation (from coordination to
collaboration) varied by country and by project,
as some projects had more incentive and need
to collaborate or potential for overlap in terms of
mandate than others. As such, projects that fo-
cused on pursuing reforms with government
counterparts attempted to cooperate with World
Bank counterparts more than those that focused
mostly on serving the needs of private sector

entities. In some cases, a very good division of
labor, handoff, and collaboration existed between
IFC and World Bank staff; in other cases, overlap
and even competition existed between initiatives
of the two institutions, creating confusion and
even frustration among government officials. In
still other cases, IFC and World Bank staff inter-
acted only minimally.

For the most part, cooperation with other donors
operating to support private sector develop-
ment in client countries was similar in nature to
cooperation with the World Bank. Institutional
relations between IFC and the World Bank were
slightly more formal, particularly in the pres-
ence of reform and country dialogue with gov-
ernment officials.

Project-level evaluations explored various as-
pects of cooperation—both coordination and
collaboration—between IFC and the World Bank,
including the Foreign Investment Advisory Ser-
vice (FIAS), as well as with other donors by prod-
uct line, summarized as follows:'4

* Business enabling environment proj-
ects, as would be expected, typically
demonstrated bigher levels of coordi-
nation and collaboration across the
World Bank and with donors in gen-
eral. Given their emphasis on broad policy
and reform as well as on relations with gov-
ernment officials (predominately the World
Bank clients), these projects were marked by
wider scope for cooperation with the World
Bank, particularly regional staff working in
country offices and in private sector devel-
opment (including FIAS staff in countries
where active). As such, PEP-ECA project staff
frequently sought to benefit from the World
Bank’s close contacts with government coun-
terparts and leading role in conducting coun-
try dialogue for reforms, but the level of
interaction often reflected the World Bank’s
private sector development agenda. Where the
World Bank was not active, the Bank officials
interviewed were glad to have IFC actively
promoting changes in a given area. Where
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Box 4.3. IFC Collaborated More with the World Bank on Business Enabling Environment than

Other Product Areas

Cooperation with the World Bank was especially common in
smaller countries where the Bank teams appreciated IFC contri-
butions, because the Bank teams were typically smaller and proj-
ects tended to operate more on a macroeconomic level. Examples
include the following:

¢ InBelarus, the World Bank and IFC developed joint terms of ref-
erence for business environment surveys, scopes of work, and
databases, and two joint surveys were produced.

¢ In Georgia, IFC regularly briefed the World Bank, FIAS, and oth-
ers on SME/BEE related issues and offered tangible, specific in-
puts that the World Bank included in its lending programs and
country assistance strategy.

e In Tajikistan, the World Bank and IFC teams worked produc-
tively together on two projects (preparation, publishing, and dis-

tribution of the inspection registration book and drafting of new
licensing legislation).

In Uzbekistan, the relationship between IFC and the World Bank
significantly improved during four years, as IFC project staff de-
veloped expertise in the inspection area and built strong work-
ing relationships with the national government.

Intradonor relations during initial work in Ukraine (1996—2001)
were exemplary with informal weekly meetings to exchange in-
formation on activities and views, share news, and brainstorm
on BEE issues. The first SME surveys conducted in Ukraine in 1996
were joint IFC and World Bank products and characterized by
substantial exchanges and peer review. There was, however,
much less contact with local World Bank staff during imple-
mentation of SME survey and policy work from 2001 onward.

the World Bank was lending, IFC tried to use
conditionality of the World Bank projects as
a vehicle for cooperation, which was well re-
ceived by the Bank staff. Many BEE projects
had M&E outcome objectives and targets
based on inclusion of achievement of spe-
cific legislative changes or reforms as the
World Bank project conditionality. Box 4.3
summarizes examples of BEE project coordi-
nation and collaboration by country.

Corporate governance projects showed
mixed experiences regarding coopera-
tion with World Bank counterparts. In
all four countries where PEP-ECA imple-
mented such projects, the World Bank coun-
try team advised on corporate governance—
related legislation. Despite efforts to work
together, different institutional incentives
thwarted desired results. For example, in Ar-
menia and Ukraine, World Bank and IFC teams
agreed to include passage of company laws to
support improved corporate governance prac-
tices and standards as a condition of a World
Bank project loan. Yet despite this shared ob-
jective and efforts to coordinate and collab-
orate, the fruits of these efforts were largely

disappointing from the IFC perspective; actual
legislative changes led to little or no sub-
stantive improvements in legal and regula-
tory framework.

Leasing projects bad some contact with
the World Bank and the International
Monetary Fund staff regarding IFC’s
recommended legislative changes, par-
ticularly on tax treatment and related
implications. Yet beyond this, staff interac-
tion was limited only to occasional updates on
project activities. One major exception was
leasing project staff in Kazakhstan, who
worked jointly and coordinated quite closely
with World Bank staff.

Linkages projects demonstrated very
little interaction with World Bank coun-
terparts. Primary project clients and stake-
holders were typically private sector entities
(large multinationals, farmers, or SME supplier
companies), and few of these projects had pol-
icy reform components. For these projects,
the need to cooperate with the World Bank
was less evident. The evaluation also found an
overlap in mandates between PEP-ECA and
FIAS to promote foreign direct investment. A
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couple of PEP-ECA linkages projects involved
promoting foreign investment in the Russian
Federation working with a foreign investment
promotion organization; yet no cooperation
with FIAS or attempts to tap into its expert-
ise were observed in these projects.

Overall, IFC Advisory Services were valued as part
of World Bank Group efforts to advance a coun-
try’s private sector development agenda; yet prac-
tical aspects of cooperation resulted in lost
opportunities. Several World Bank staff inter-
viewed for this evaluation expressed mixed views
on cooperation with PEP-ECA, and IFC in general.
On one hand, Bank staff interviewed saw genuine
value in the role of IFC as a partner providing Ad-
visory Services and encouraged IFC to contribute
to advancing the private sector agendas in client
countries. On the other hand, Bank staff did ex-
press frustration with the lack of a country-level
counterpart within IFC for effective planning pur-
poses. Cooperation between the World Bank and
IFC at the country level for planning and devel-
oping the country assistance strategy was typically
done through IFC staff at headquarters, not the
PEP-ECA project or IFC field office staff. Yet de-
pending on the topic, a multitude of IFC staff ex-
isted with whom to cooperate, entailing much
time and effort from the World Bank’s perspec-

tive. Frequent PEP-ECA project

“ .. IFC Advisory management and staff turnover

Services were valued further added to the frustration.
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as part of World

Bank Group eﬁOVtS of IFC staff as a source of un-
to advance q certainty in terms of how they

country’s private

sector development sense. In the words of one World
ggenda .. .7 Bank country management unit

The World Bank staff also men-
tioned unclear reporting lines

can work on a World Bank proj-
ect or initiative where it makes

representative interviewed for
this evaluation: “there are lots of one-off visits by
IFC staff on specific issues, and sometimes coor-
dination worked out, but this is more of a ‘coin-
cidence of needs’, not real coordination.”

The IFC/World Bank Private Sector Development
Vice-Presidency has been encouraging increased
synergies and cooperation between IFC and World

Bank teams pursuing private sector development
agendas. Central private sector development units
(including FIAS, Doing Business, and Investment
Climate) are actively reaching out to IFC advi-
sory regional facilities to exploit potential syner-
gies between the strong central private sector
development diagnostic tools and mechanisms,
and the facilities’ strong local team implementa-
tion potential. Fruitful collaboration here could be
a powerful model in leveraging institutional
strengths and enhancing development effective-
ness. One example is the Russian Far East Busi-
ness Development Project, in which FIAS and
PEP-ECA conducted a joint study of administrative
barriers to investment in Magadan in the Russian
Federation." This project illustrates how FIAS di-
agnostic tools and analysis can be incorporated to
enhance project analytical work and recommen-
dations and how PEP-ECA local staff can focus on
their comparative advantage of implementing
changes and reforms.

Since the IEG project evaluations were con-
ducted, PEP-ECA bhas increased efforts to col-
laborate with the World Bank. An important
development was the creation of new joint PEP-
ECA positions in Belarus (2006) and Ukraine
(2007). In both these cases, PEP-ECA project man-
agers from BEE projects have assumed joint re-
sponsibilities with the World Bank on the private
sector development side. PEP-ECA emphasizes
that these decisions were based on a pragmatic
rationale and arrangements that were already
working on a day-to-day basis, rather than im-
posing a structure that would make a poor fit for
both entities in a given country context.

A recently established World Bank Group com-
mittee on cooperation has completed a review
of the Advisory Services models of the World
Bank, IFC, and Multilateral Investment Guaran-
tee Agency, including their funding mechanisms
and delivery systems, with particular attention to
synergies and overlaps among the three institu-
tions. The report prepared by the committee
concluded the following:

¢ Staff and management lack clarity on the ad-
visory products of the three institutions: the



nature of the advisory products, role of each
institution, their delivery mechanisms, and
comparative advantages.

* Mutual understanding on setting strategy and
the decision-making process is lacking.

* A potential for duplication of efforts and
initiatives could lead to inconsistent advice
to and actions for clients as well as compe-
tition due to different delivery and funding
mechanisms.

¢ Problems exist with the sharing of information
across the three institutions.

Among the initial recommendations of the com-
mittee is a proposal to create a core group in the
World Bank Group that would propose ways for
cross-institutional coordination and collabora-
tion. The World Bank Group committee also
recommended that the three World Bank Group
institutions should periodically discuss business
formulation strategy for advisory activities at the
regional level, outside the country assistance
strategy process. The Multilateral Investment
Guarantee Agency’s Board of Directors followed
the committee’s recommendation and approved
consolidation of the agency’s technical assis-
tance into FIAS in order to create synergies.

The issue of enhancing World Bank Group co-
ordination and collaboration is a complex one.

PROGRAM MANAGEMENT AND EXECUTION

Various groups at various levels of the World
Bank Group are extensively reviewing and dis-
cussing the issue. There is also an ongoing IEG
evaluation and a report under preparation, which
is devoted to this issue. The PEP-ECA evaluation
confirmed the well-known problems identified
in other evaluations. Different staff incentives,
cultures, project cycles, internal processes, ex-
ternal clients, among others, all contribute to the
complexity of the issue.

In conclusion, the PEP-ECA program structure
was instrumental in the successful delivery of ad-
visory projects and broad achievement of over-
all program objectives. Some program-level
issues, however, limited PEP-ECA’s potential ef-
fectiveness, including the following:

* The product line approach, although enabling
specialization and efficiencies, did not always
result in adequate tailoring to meet specific
country development needs.

¢ IFC advisory strategy and projects were largely
developed and delivered independently of
its investment strategies and staff expertise,
and this diminished potential synergies.

* Cooperation with other parts of the World
Bank Group was informal and mixed and may
have resulted in some lost opportunities.
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Financing and Other
Cross-Cutting Themes

he PEP-ECA funding mechanism contributed to strong basic project de-
sign and results achievement and measurement, yet it constrained
IFC’s ability to be strategic and responsive to client and country needs.

PEP-ECA results-based M&E was pioneering
among other IFC regional advisory facilities, but
had some shortcomings related to quality of in-
dicators and reliability of data collection. Given
that most PEP-ECA products were treated as
public goods, they did not have specific client
pricing features.

PEP-ECA's funding mechanism involves
management soliciting donor financing
project by project, which requires drafting
the project design and budget before
making a formal presentation to donors.
Other Advisory Services units, including some re-
gional facilities and FIAS, have had pooled fund-
ing mechanisms (i.e., a pool of funds that does
not require donor approval at the individual
project level) or hybrid variations of pooled and
project-by-project funding requirements. In con-
trast, the PEP-ECA funding model is project
based.! As such, IFC funds PEP-ECA manage-
ment and fiduciary functions (overhead),
whereas donor funding supports the direct costs
associated with Advisory Services delivery
through projects, including project management
and staff salaries (donor approval is given for each
project separately). This means that PEP-ECA

senior operations managers must draft all proj-
ect design, intended deliverables, and budget be-
fore formal presentation to donors, although
these may still be fine-tuned during early stages
of the project implementation. Project imple-
mentation and staff hiring can begin only after
obtaining donor project approval.

Reliance on donor funding on a project
basis has made projects more targeted
and results oriented, but negative

aspects outweigh positive in terms of
project delays, additional transaction
costs, and missed potential

opportunities.

As discussed in chapter 4, the current PEP-ECA
structure allows for quick and efficient project
proposal development in which senior opera-
tions managers can accommodate donor pref-
erences and integrate practices from lessons
learned into project designs, implementation,
and reporting schedules. Senior operations man-
agers can also relatively quickly pull together
project budgets and impact matrices from proj-
ects previously developed and proven elsewhere.
Donor scrutiny has emphasized the develop-
ment of M&E (i.e., achieving and showing results)
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and promoted development of strong basic prod-
uct designs.

The need to seek donor funding on a project-by-
project basis has consumed both time and
money. Some potentially good (e.g., develop-
mental, strategic, and client-responsive) project
ideas have not been funded due to lack of donor
interest and sometimes not even proposed by

PEP-ECA due to lack of per-

“The need to seek ceived donor interest. This
donor funding on a
project-by-project basis
bhas limited PEP-ECA’s specific country. In addition,
abz’lz’ty to be more across all product lines,

responsive and

was at times exacerbated by
tied funding, requiring the
hiring of a consultant from a

donor-driven requirements
have at times influenced
strategic.” project design and, in some
instances, adversely affected
project performance. The most important chal-
lenges posed by PEP-ECA’s donor funding struc-
ture identified in this evaluation, therefore, are
(a) the ability to be client responsive and strate-
gic, (b) the long lead time required for project
start up, (c¢) increased associated transaction
costs, and (d) undue donor influence on proj-
ects, which sometimes affected project design,
implementation, and performance.

The need to seek donor funding on a project-by-
project basis has limited PEP-ECA’s ability to be
more responsive and strategic. This evaluation
found limitations in a number of areas, sectors, or
countries with the potential of achieving higher im-
pact. First, some projects, even the ones that were
strategic for IFC or a country, could not attract fund-
ing due to lack of donor interest or shifting donor
priorities. Second, donor interest in some coun-
tries was weak, so obtaining funding was chal-
lenging for projects in, for example, Armenia,
Belarus, Kazakhstan, and Russian Federation.?
Third, donors found some types of activities—
mostly linkages and experimental projects out-
side the standard and proven product lines—less
attractive candidates for funding. As such, the
dominance of donor-driven interests affected PEP-
ECA’s project selection and development. This
fact constrained PEP-ECA in the following ways:

* Ability to be responsive to client coun-
try needs and opportunities and pursue
strategic projects with potentially strong
impact. Leasing development in Ukraine
emerged as a priority project several years
before PEP-ECA was successfully able to mo-
bilize donor funding. By the time PEP-ECA
secured funding and launched the leasing
project in Ukraine, the U.S. Agency for Inter-
national Development had entered the mar-
ket with a multimillion-dollar parallel advisory
project to develop leasing. In the Russian
Federation, due to lack of donor interest, it
took PEP-ECA nearly three years to launch a
comprehensive advisory and investment mort-
gage finance program that was particularly
strategic for IFC, because it focused on de-
velopment of a key priority sector.

* Development of experimental projects.’
For example, alternative dispute resolution
was a priority initiative, which was recom-
mended by IEG’s Russian Federation country
impact review and subsequently set out as a
priority in PEP-ECA strategy approved by the
Board; yet PEP-ECA had difficulty obtaining
donor funding. It tried to initiate experimental
projects in this area for a few years before fi-
nally obtaining funding.

* Expansion into new program areas. In
2002, PEP-ECA identified private higher edu-
cation as a new program area that it had
hoped to develop to address both country pri-
orities and support IFC potential investments;
however, lack of donor interest resulted in no
project initiatives having been undertaken to
date.

* Timely development of advisory link-
ages projects alongside IFC investments.
The uncertainties and delays in obtaining
donor funding often hindered IFC’s efforts
to develop an effective investment and advi-
sory linkage package for clients. IFC faced the
risk that no donor would be interested in
funding or that it would take years to acquire
funding and launch the project. On the in-
vestment side, clients and investment staff
processing transactions simply could not wait
more than one or two years for development
of the advisory project. As a result, many of the



proposed linkages projects did not establish
links with IFC investments, which either went
forward without the advisory project or waned
and the advisory project went forward.

* Inability to pursue some projects. No
projects were pursued in Armenia, because no
donors were willing to support PEP-ECA ad-
visory work in that country.

Given PEP-ECA’s experience and knowledge of
donor preferences, some potentially develop-
mental project concepts were never even pur-
sued in anticipation of low or no donor interest.
Some other PEP-ECA projects that were pre-
sented to donors, both in the initial concept
stage and more formal proposal stage, were not
funded or left idle in the pipeline. An interpo-
lation of PEP-ECA project pipeline data available
to IEG-IFC from calendar years 2000-03 reveals
the following®:

¢ Although data on project concept ideas were
not reliable and PEP-ECA either dropped or did
not pursue many concepts due to strategic rea-
sons or perceived difficulty in securing donor
funding, once project concepts were written
up into proposals, the chance of turning them
into projects was much higher. Many project
ideas, particularly those of potential interest
to donors, were made directly into proposals,
effectively skipping the concept stage. Of the
total 91 proposals, 23 percent (25 proposals)
did not receive funding; PEP-ECA dropped 12
because of limited strategic relevance, and
donors rejected 13.
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* Concepts and proposals left unfunded were
concentrated mostly in the Russian Federa-
tion, but also affected most other PEP-ECA
countries.

* Concepts and proposals left unfunded con-
cerned priority IFC/PEP-ECA areas:’ financial
markets, including housing finance, leasing,
student finance, and microfinance; agribusi-
ness; supply chain linkages; corporate gov-
ernance; business association development;
and other areas, such as women entrepre-
neurs, tourism in Central Asia, and business
mediation and arbitration.

Seeking donor funding on a project-by-
project basis bas absorbed PEP-ECA man-
agement time and raised transaction
costs. The PEP-ECA general manager and senior
operations managers spent as much as 30 per-
cent of their time in 2001 on maintaining rela-
tions with donors and marketing new projects to
them; this percentage increased slightly over
time to 35 percent in 2005. In FY 2001-05, PEP-
ECA spent a total of $2.7 million on donor-related
activities, including staff time and travel (see
table 5.1), representing 7 percent of total proj-
ect costs ($37.4 million) for the period.

In PEP-ECAs first few years, an important amount
of management time and resources went to rais-
ing funds for new projects or setting up donor
framework agreements, which in FY 2001 repre-
sented 25 percent of senior operations managers’
time. As PEP-ECA built its operational framework
and project portfolio, time and resources spent

Table 5.1. PEP-ECA Management Time and Travel Expenditures on Donor-Related

Activities (millions of dollars)

Fiscal year
2001 2002 2003 2004 2005 Total
Total donor-related activities 0.36 0.30 0.56 0.47 0.52 2.21
Total donor-related travel 0.10 0.13 0.09 0.08 0.05 0.45
Total 0.46 0.43 0.65 0.55 0.57 2.66

Source: IFC data.
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on donor-related activities for new fund raising
dropped to an annual 15 percent in 2002-05, but
time spent on maintaining donor relations with
existing projects increased from 5 percent in 2001
to 20 percent in FY 2004 where it has since sta-
bilized. Total time and resources spent on donor-
related activities have been increasing along with
the growth of the PEP-ECA portfolio and represent
a cost to PEP-ECA management: about $570,000
in 2005 or about 12 percent of IFC’s annual con-
tribution to overhead.

PEP-ECA has succeeded in increasing the level of
contributions from existing donors, as well as at-
tracting new donors. The number of donors
supporting IFC Advisory Services in the region
increased significantly: from eight in PEP-ECA’s
first decade to a peak of 25 donors in FY 2003,
declining to 21 donors in FY 2005. Framework
agreements have been set up with several
donors. These agreements benefited donors by
enabling them to shape project and country pro-
grams. They also benefited PEP-ECA by reducing
the time it takes to receive project approvals.
With these so-called umbrellas, PEP-ECA can
gain donor approvals in principle more quickly
and easily in previously agreed areas. PEP-ECA
also reports that it has improved its fund-raising
efficiency and leverage efficiency ratios.

Despite the goal of greater efficiency under
the PEP model, both the time required for donor
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approval and the time needed to identify and
hire appropriate experts for PEP-ECA projects
have contributed to delays in project launches. As
a result, PEP-ECA expenditures (table 5.2) lagged
behind IFC and donor commitments, particularly
in the first few years after establishing PEP-ECA.

Obtaining donor funding bas required
long lead times and created delays. Despite
the quick development of project proposals and
understanding of donor preferences, the actual
time and effort required to market new proj-
ects and receive donor funds translated into
long lead times between the development of a
project idea and the actual project launch.® It has
taken on average one year to get funding from
the initial idea stage to formal donor commit-
ment (see figure 5.1).7

As mentioned above, a large portion of senior
operations managers’ time has been spent ed-
ucating donors on the PEP-ECA advisory pro-
gram and projects in the pipeline. According
to PEP-ECA staff interviewed, one part of the
challenge of educating and managing relations
with donors was high turnover of donor staff.
One PEP-ECA senior staff member noted that six
different project officers had worked on a sin-
gle country for a major donor in one 10-month
period. Given donor staff turnover and new
staff training, little progress had been made in
advancing approval of a PEP-ECA project pro-

Table 5.2. PEP-ECA Expenditures Compared with Commitments (millions of dollars)

Percent of Total
2001 2002 2003 2004 2005 2006 Total Commitments

Project expenditures

(donor and IFC funded) 4.4 49 1.2 9.6 1.3 1.2 48.6 49%
Overhead expenditure

(IFC funded) 3.1 42 4.1 40 5.2 5.2 25.8 26%
Total expenditures 7.5 9.1 11.3 13.6 16.5 16.4 74.4 76%
Surplus of commitments

over expenditures 15.30 9.30 (2.70) 13.30 (2.80) (8.50) 23.90 24%
Total commitments 228 18.4 8.6 26.9 13.7 7.9 98.3 100%

Note: 2006 total commitments have been revised downward to remove IFC overhead commitments of $30.4 million approved in 2006 intended for expenditures in 2007-2011. This was done for
comparison purpose of commitments and expenditures in 2001-2006.
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Figure 5.1. Timeline for PEP-ECA Project Funding and Project Manager Recruitment
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posal for that country that was well aligned with
the donor’s preferences.

Once donor approval has been obtained, re-
cruitment of a project team begins. It has typi-
cally taken at least six to 12 additional months to
recruit a project manager, depending on the sit-
uation and level of expertise required, followed
by two to three more months to recruit local staff.
In the end, lead times from initial project idea
to project launch have taken up to two years.

Donor preferences shaped project design
and implementation. Specific donor re-
quirements were imposed on project design,
scope, and activities, in some cases affecting
project performance. In a few instances, PEP-

0 11 12 13 14 15 16 17 18

reform, and hence, diminished the chances of
achieving expected outcomes and impacts.
In another project, a donor required a project
structure that combined three unrelated com-
ponents (leasing, corporate governance, and
SME survey and reform) under a single project
umbrella. This structure created project staffing
and management challenges, as the donor and
PEP-ECA struggled to identify a candidate with
the qualifications needed to implement three
different, thematically unrelated components.
This contributed to delays in getting all three
components launched.

In several sector business development and
linkages projects, donors limited the scope of
activities and participants in the project in a way
that diminished the po-

tential impact on overall “Donor preferences
sector development. For shaped project design
example, in two business and implementation’

development projects and .
one leasing project, scope and sometimes aff ected

and design restricted par- project performance.”

ECA's role as a donor implementing agency was
quite pronounced, with specific donor-led de-
velopment of project objectives and parame-
ters, work programs, project clients, and
project-hired management. Donor-driven re-
quirements that affected project design and, ul-

timately, performance can be found across all
product lines. Examples follow:

* In one BEE project, PEP-ECA intended to pro-
mote investment climate reforms that sup-
ported SME growth, yet the donor required
IFC not to include government officials in the
project. The absence of government involve-
ment greatly reduced the project’s prospect
of building government buy-in for the need for

ticipation to foreign in-

vestors of a specific nationality, which not only
yielded narrower impacts, but also raised ques-
tions of equity, distribution of benefits, and sub-
sidization. In one of these projects, the strong
donor interest and participation dampened
IFC’s potential role as a neutral advocate for
sector reform, because local stakeholders per-
ceived the project as being dominated by the
bilateral donor’s interest.
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* Delays in donor funding also negatively af-
fected some projects’ ability to achieve tar-
geted objectives. For example, significant
delays in donor funding for one BEE project
severely limited the capacity of the project to
launch successfully and engage the govern-
ment in reform effectively, and contributed to
high project staff turnover. In one corporate
governance project, delay of funding from a
donor because of nationality requirements
disrupted selection of the project manager
and launch of key project initiatives.® These cir-
cumstances prevented full delivery of the pilot
company program and negatively affected
staff morale and motivation as well as rela-
tionships with the government.

Donor influence on PEP-ECA was not always one
way. PEP-ECA at times was able to influence
donor interests as a result of proactive engage-
ment and successful outcome achievements.
For example, IFC had to convince a reluctant
donor to support leasing in the Russian Feder-
ation, because this was a new, unknown area for
it. In the end, after a successful project outcome
and positive experience with the leasing project,
the donor adopted leasing as a new product,
which it subsequently supported in other coun-
tries. Similarly, PEP-ECA’s experience with an-
other donor helped move it from taking a very
narrow approach to advisory projects, whose
focus was benefiting national investors only, to
supporting projects with a wider scope and im-
pact prospective.

Access to IFC’s Funding Mechanism for
Technical Assistance and Advisory Ser-
vices (FMTAAS) may enbance PEP-ECA’s
ability to be more responsive and strate-
gic in the future. In June 2004, IFC estab-
lished FMTAAS with funding allocations from
IFC’s retained earnings. Beginning in FY 2007,
FMTAAS has contributed funds for regional
donor-funded operations (project development
facilities, PEPs, and other advisory facilities) and
advisory activities within the five Advisory Ser-
vices strategic business lines (business enabling
environment, access to finance, value addition
to firms, environmental/social sustainability, and

infrastructure). This was done through a so-
called business line envelope model with a mul-
tiyear cap for FY 2007-11 of $101.5 million, of
which $41.8 million was applied to FY 2007. This
cap falls under the overall IFC annual spending
limit of $125 million in FY 2007 for all advisory
activities.”

The new IFC funding mechanism may help to ad-
dress some of the challenges of PEP-ECA donor
funding, particularly in areas outside PEP-ECA’s
scope, as agreed with donors, where funding is
not available. FMTAAS, however, is not expected
to replace or displace donor funds. The above-
mentioned disadvantages of the project-by-
project donor funding model should, therefore,
be addressed; this would enable PEP-ECA to be
more strategic in responding to the needs of
CIS countries and avoid implementation delays,
especially given IFC’s goal of becoming by 2010
a client-centered, high-impact development
institution.

Building expertise has brought about
human resource challenges in hiring and
retaining staff.

The PEP-ECA human resource team has the del-
egated authority for local hires.!° Quick recruit-
ment of local project staff, rather than teams of
expatriate consultants, has been a top priority for
developing and delivering PEP-ECA Advisory Ser-
vices; PEP-ECA’s human resource staff have made
great strides toward this goal and their work has
been recognized as a model for other advisory
programs across IFC in this regard. Except for
project management (largely international hires),
project teams have relied on local personnel,
who accounted for 89 percent of all 321 PEP-ECA
staff in FY 2006. Reliance on local staff also con-
tributed credibility to the project team, which en-
abled more favorable outcomes when dealing
with local officials or private sector agents. PEP-
ECA contracted external consultants for specific
purposes, including training of local staff to build
capacity and promote sustainable knowledge
transfer.

The product line approach bas required
specialized expertise. PEP-ECA has frequently



faced the decision of whether to build (within
the project team) or buy expertise, a project-
level decision that requires careful consideration.
In many instances, the decision has been to
make or build expertise within the project team,
with some use of international experts to share
good practices from other countries, train local
staff, and build team capacity. Although it may
make sense to build internal expertise, this may
not be sufficient in some areas to ensure good
quality, provide best practice advice, and im-
plement projects faster, especially with the in-
creasing level of expertise required by PEP-ECA
projects:

* BEE surveys. In BEE, the development and
implementation of SME surveys took place
largely in isolation of other World Bank units
and private sector development survey lead-
ers (e.g., FIAS and Investment Climate Unit).
Project evaluations indicated that the quality
of PEP-ECA’s survey instruments and analysis
could benefit from more collaborative efforts
with the World Bank Group survey leaders.

* BEE-focused policy reform agendas. In
policy reform, PEP-ECA’s approach has been
to build and create experts within project
teams, particularly on permits and inspection
reform. Occasional use of international ex-
perts has brought in best practice, but it has
not been done systematically, because in-
house teams may not have had enough access
to international best practices on formulating
and implementing these reforms alongside
the government client. Project evaluations
particularly in BEE reform projects suggested
that reform components could benefit from
accessing international expertise and experi-
ences in narrow areas of project reform focus
to enhance buy-in and add momentum for
reforms recommended and also to increase
credibility of the proposed reform solution
designs.

* Linkages. In linkages projects, which require
highly specialized technical skills, the IEG-
IFC evaluation raised some questions on
whether PEP-ECA linkages projects could pass
a market test and whether PEP-ECA should try
to provide highly specialized, technical ad-
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vice in areas in which it does not have a com-
parative advantage.

A need for reliable access to global expertise ex-
ists at the project management level and for
short-term assignments to support teams in
building capacity and enhancing the quality and
relevance of advice provided to clients. This has
included accessing short-term consultants, spe-
cialists from IFC investment departments and
other parts of the World Bank Group with spe-
cialized expertise.

The decision to build expertise has brought
about human resource challenges in hiring and
retaining staff to lead PEP-ECA projects in a timely
fashion. Despite PEP-ECA’s success in FY 2001-06
in setting up a relatively flexible and efficient
human resource system and expanding PEP-ECA
staff, increased specialization in core areas has
required more expertise than before. As such, it
has become a challenge to identify qualified can-
didates speaking local lan-

guages and willing to 1he decision to build

relocate to a difficult fron- expertise bhas brought
about buman resource

tier country for only a two-
year commitment without

assurance of further oppor- Challenges inh iring

tunity. Once identified, such - and retaining staff . . .”

experts—typically mature

professionals with families—usually demand
more than the standard PEP-ECA relocation pack-
age. To attract such key personnel, PEP-ECA has
offered signing bonuses of up to three months’
salary plus a more attractive salary in general.
This, however, may have contributed to some in-
equality within the same level of staff.

Alignment of staff contracts to donor-
Junded project periods bas exacerbated
the difficulty of attracting good staff. Link-
ing staff contracts to the life of a project provides
some obvious benefits; however, the uncertainty
associated with shorter employment contracts
(e.g., one- to two-year SME survey and policy
projects in the BEE product line, which was less
of a problem with three-year corporate gover-
nance projects), notably affects the caliber of
candidates attracted by PEP-ECA postings.
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Retention of strong project managers or high-
performing project staff has likewise been diffi-
cult after project closure:

* Timing of project closure with initiation of
another project in a skills-relevant area was not
always possible, and qualified staff were lost.
In exceptional cases, staff were kept on board
for interim assignments until new project po-
sitions opened up. Other times, strong PEP-
ECA staff moved to other IFC advisory facilities.

* Motivating and retaining capable staff has
been challenging as project closure neared
with no prospect of extension or follow-up as-
signments. Job uncertainty has often caused
staff to spend significant time looking for new
positions in the last months of a project’s life
and sometimes even to leave projects before
their closure. In April 2005, PEP-ECA intro-
duced completion bonuses of one- to two-
month’s salary for staff to stay until project
closeout, which so far have appeared effective.

* PEP-ECA training policy and related budget al-
location reflect issues of commitment between
IFC and PEP-ECA project staff. Despite a wide
set of staff training options, PEP-ECA faces
tough decisions and trade-offs in increasing
much needed training with project staff ex-
pected to leave after a two-year assignment. In
the words of a senior IFC advisory staff mem-
ber “PEP-ECA has not institutionally decided yet
whether it ‘rents’ or ‘invests’ in project man-
agers” (see below). The result is inconsistent
training of project managers, which jeopard-
izes PEP-ECA’s and/or IFC’s reputation as an
advisor, and reduces staff interest and com-
mitment to the project and IFC.

Other regional advisory facilities have identified
talent in similar ways as PEP-ECA: through local
and international advertising, word of mouth, and
so on. PEP-ECA differs from most other facilities,
however, in the length of employment for its
staff: two to three years until the end of the
project, whereas other facilities’ contracts can ex-
tend up to five years. Similar to PEP-ECA, other
facilities experience high attrition toward the
end of projects, as project staff begin searching
for other opportunities and are often offered

work on projects scheduled to begin before
their current project ends. IFC’s Human Re-
sources and Administration Department also
uses retention bonuses of one to six months to
persuade key staff to remain with the project
through the scheduled end date; the depart-
ment is considering a special bridging arrange-
ment that provides full salary to key staff, while
waiting for final approval of a project.!!

The Advisory Services employment structure
consists almost exclusively of consultants and
staff on term or coterminous contracts. Re-
sponding to concern about the loss of valuable
managerial expertise, institutional knowledge,
and experience, IFC created the Corporate Cadre,
consisting of senior-level individuals selected by
their expertise in delivering and managing ad-
visory programs. These individuals have agreed
to be flexible and mobile in deployment to ad-
visory programs needing their expertise.

In the past two to three years, IFC management
has launched a few initiatives to strengthen train-
ing of advisory staff, build knowledge networks,
and adjust the human resource model for Advi-
sory Services.'? Implementation of IFC’s de-
centralization strategy may also enable easier
access to sector expertise in the field. IFC should
build field-based knowledge, but needs to mit-
igate the risk of losing global knowledge. It
should also enable staff to cross-fertilize to ex-
change knowledge and expertise within and
among regions.

PEP-ECA has not generally charged

clients, regardless of the rationale.

A consistent Advisory Services subsidy and pric-
ing policy was not a core feature of PEP-ECA,
which has extended client subsidies regardless
of justification. PEP-ECA initially operated with-
out a pricing policy and only in mid-2005 intro-
duced guidelines for Advisory Services cost
sharing (see box 5.1) as an initial step to estab-
lishing a pricing policy. Given the variety of proj-
ects and different markets, many of PEP-ECA’s
product lines have been considered public goods
(e.g., BEE activities and leasing) and have had no
pricing features. PEP-ECA management believed
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Box 5.1. PEP-ECA’s Approach to Pricing Advisory Services

Advisory Services provided by PEP-ECA can be splitinto three cat-
egories: (a) services that create public good, (b) tailored training and
consulting support, and (c) general training and consulting. IFC will
not charge beneficiaries for activities creating a public good or
driving market development; thus, during the first two to three years
ofthe PEP-ECA operation, financial institutions are not expected to
cofinance Advisory Services costs. During all five years of the PEP-
ECA operation, all model documents and market research con-
ducted by PEP-ECA are free and available in the public domain.
Considering (b) and (c), two reasons underlie cost sharing
for the Advisory Services provided: (a) to create a sustainable

service available after project completion and (b) to encourage
the beneficiary to value and take it seriously. The first case as-
sumes the need to pilot a new deal structure or test improved
services by alocal provider. Examples of such services include
energy audits and engineering services (design and feasibility
studies).

Today, according to PEP-ECA, most projects that work with pilot
clients charge fees (with the exception of farms), and all new mem-
oranda of understanding with pilot clients are starting to track in-
kind contributions.

that (a) no client was identifiable to charge,
(b) the client could not afford to pay for the
services, or (¢) no obvious demand existed for
Advisory Services, which PEP-ECA was in the
process of building. This was often true for proj-
ects involving advocacy, public relations, and
awareness-raising activities that promoted legal
and regulatory changes as well as attempts to
build understanding within the private sector
of new concepts and practices.!?

This rationale was not entirely appropriate for
seminars and training, capacity building, and
consulting interventions at the firm level or
when packaged together with investments. As
time passed, however, it was understandably dif-
ficult for PEP-ECA projects to introduce fees for
services to clients after they had received them
free, even though IEG-IFC project evaluations
found evidence of a growing willingness to pay
for these services during the lifetime of the proj-
ects evaluated in the areas of leasing, corporate
governance, and agribusiness.'* Given that PEP-
ECA had been operating in the absence of an
overall IFC Advisory Services subsidy and pric-
ing strategy, project evaluations included these
issues under the strategic relevance dimension
for discussion only; thus, even where evidence
suggested that some form of cost sharing was
warranted, it had no bearing on the project rat-
ings. Ultimately, lack of client contribution for Ad-
visory Services deprived project management

of valuable client feedback on the relevance of
and demand for specific advisory components,
which then affected results and lessons learned
for future projects.

Some evidence of client contributions in the
PEP-ECA projects evaluated exists, for example,
clients contributed 40-70 percent of costs for a
business development project, 10 percent of
costs for a supply chain linkage project, and
nominal fees from Western equipment suppliers
in a leasing project, all in the Russian Federation.
Absent a coherent pricing policy, however, in-
appropriate subsidization of Advisory Services
has occurred. Use of a subsidy may be justified
in some cases, for exam-

ple, when using Advisory . . . lack of client
Services to induce a
client to undertake de-
velopmental activities it

contribution for Advisory
Services deprived project

would otherwise not do management of valuable

(for example, a com- cliont feedback on the

relevance of and demand

mercial bank entering
the SME market). By of-
fering subsidized Advi- for specific advisory
sory Services for private components . . .
goods, however, IFC

gives the appearance of trying to sweeten the

deal, so this should be managed carefully. Es-
pecially noteworthy are those projects involving
private sector clients who clearly could have af-
forded to pay for IFC’s services. IFC also needs
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to be careful in providing free Advisory Services
to private companies in which it has or is about
to make an investment, once again to avoid the
risk of providing a subsidized funding package
overall and/or undercutting the market. The
high concentration of private sector beneficiar-
ies found in linkages projects or projects in-
volving matching of supplier companies from
donor countries to IFC’s designated frontier
markets may warrant some level of cash or in-
kind contribution from these beneficiaries.

A clear and flexible pricing and subsidy strategy
could help promote project sustainability and
local market development. Justification for client
contribution is multifold. Collecting fees serves
several important functions:

¢ Shows client commitment;

¢ Allows IFC to test and support the develop-
ment of the local market for Advisory Services;

* Enables sustainability of project activities after
project completion;

* Permits the market to determine an appro-
priate pricing strategy that reflects product
quality, relevance, and the clients’ ability to pay
for Advisory Services;

* Allows IFC to leverage existing project funding.

Depending on local circumstances, subsidized
Advisory Services has its own rationale as a means
of (a) avoiding market failure (public goods,
positive externalities, and information issues)
or government failure, (b) changing incentives
and behavior of clients, (¢) addressing equity
concerns, or (d) giving IFC influence on project
objectives, design, and implementation (e.g.,
linkage projects, in which the industrial partner
has a large vested stake and provides most of the
funding). Provision of subsidized Advisory Ser-
vices, however, in a market with a viable com-
mercial provider of the same services is contrary
to IFC’s market practices and core principles.
IEG’s 2004 SME facilities study (IFC 2004b),
which addressed this matter, recommended that
the facilities should “issue explicit guidelines on
subsidies to improve the efficiency of their tar-
geting, conform to IFC’s nondisplacement prin-
ciple, ensure transparency and fairness, and

make clients aware of what they would have to
pay for unsubsidized services.”

IFC recently issued a new pricing policy for
all Advisory Services. On November 29, 20006,
IFC issued a corporate-wide policy for pricing its
Advisory Services, which grandfathered old proj-
ects and took effect on January 1, 2007, for new
projects. Two overarching principles of the pol-
icy apply to both government and private sector
clients: First, any subsidy included in pricing
should be justified by the balance of public and
private benefits in the particular intervention.
Second, even when the subsidy is justified, cer-
tain levels and forms of client contribution would
often be appropriate to strengthen the client’s
commitment to implementation. The overall ap-
proach is to be pragmatic. Although task man-
agers should consider pricing as part of project
design, they are expected to make judgments on
public and private benefits and the scope of any
client contribution. Advisory Services intended
to support policy, regulatory, and institutional re-
forms to improve business climate often contain
significant amounts of subsidy, but governments
capture benefits of these reforms through im-
proved welfare and in principle should pay for
Advisory Services to support reforms. Subsidies
may be justified in the case of pioneering trans-
actions for public services for which govern-
ments may be unwilling to invest, due to delays
in or uncertainties about potential benefits or
when governments of low-income countries face
significant budget constraints. With respect to pri-
vate sector clients, substantial subsidy may be jus-
tified only if Advisory Services intend to benefit
companies in general (public good) or when
the behavior or practice is genuinely novel in the
particular market but is expected to create sig-
nificant demonstration effects.

Business line leaders are expected to elaborate
these general principles further to provide spe-
cific guidance on implementation for their re-
spective areas. IFC is also planning to organize
Adpvisory Services pricing training. The new policy
and principles are an important first step to-
ward recognizing that subsidies embedded in Ad-
visory Services should be selective and justified.



Nevertheless, they are general and constitute
only a first step toward an Advisory Services
pricing strategy in IFC to provide clear guid-
ance, not only for each business line, but also var-
ious types of projects under each business line,
with practical examples on price setting and
hands-on training for all project task leaders. Is-
sues of local market development, displacement
policy issues, and market distortions also need
to be addressed.

Although pioneering for IFC and still
evolving, PEP-ECA's results-based
monitoring and evaluation system had
some weaknesses.

PEP-ECA established an M&E system in 2001,
setting up an impact assessment matrix at proj-
ect initiation with defined goals, objectives, and
activities, against which to measure project out-
puts, outcomes, and impacts. The impact matrix
was intended to discipline staff in focusing on re-
sults, providing a basis for performance mea-
surement as well as flexibility. Donors receive
results on a project-by-project basis in quarterly
or biannual reports. Selected indicators are con-
solidated across PEP-ECA projects twice a year.

Reliable and consistent measurement of results
requires appropriate indicator selection, rigorous
data collection, and systematic expenditure track-
ing. Since 2001, when the central M&E function
was introduced, PEP-ECA significantly improved
its system of collecting and reporting data. By
many standards, PEP-ECA’'s M&E framework
stands out among other regional advisory facili-
ties that also operated during this evaluation and
typically did not routinely and comprehensively
attempt to monitor and measure development re-
sults at the project level. The PEP-ECA program
developed a logical, well-conceived, and easy to
navigate Excel-based impact matrix containing
outputs, outcomes, and impacts, defined ac-
cording to the projects’ main objectives. The im-
pact assessment matrix used by PEP-ECA is based
on a results-based management framework (ap-
pendix D discusses this in more detail).

Despite the strides in developing the M&GE
system, this evaluation identified short-

FINANCING AND OTHER CROSS-CUTTING THEMES

comings in project result measurement.
These shortcomings fall into three categories: (a)
inconsistent quality of indicators, (b) inconsis-
tent use of surveys and data collection methods,
and (¢) insufficient recording of project costs by
activity components.

Problems related to the quality of indicators in-
cluded the following:

* Indicators that insufficiently captured in-
tended outcomes and/or impacts. For in-
stance, although leasing impact focused on
leasing volume, the program paid little atten-
tion to developing parallel impact indicators to
assess the deepening of financial markets or im-
pact of increased leasing on SMEs. In addition,
although most projects counted the number of
training events conducted (outputs), the M&E
system lacked indicators reflecting the knowl-
edge and skills gained and behavioral changes
that resulted from those events (outcomes).
BEE outcome indicators tended to focus on the
number of legislative changes or initiatives,
which is arguably too narrow and legalistic to
assess meaningful business environment im-
provements. Typical BEE impact indicators—
SME sector contribution to gross domestic
product and number of registered SMEs—were
too indirect and depended on many external
factors, complicating attribution to the IFC
project. PEP-ECA has recently adopted a
methodology to measure the economic impact
of its national-level BEE regulatory simplifica-
tion projects. Similar to IEG’s approach in the
project evaluation reports, it compares spe-
cific aspects of the business environment be-
fore and after enactment of IFC-supported
reforms to quantify benefits (direct impact on
economic costs and indirect impact on rev-
enues or costs) to the target population.

* Indicators that lacked clearly defined
targets. Not all indicators had assigned target
values, which made follow-up evaluations
challenging. For example, some projects em-
phasized drafting new laws (output) and pass-
ing or amending legislation (outcome targets
commonly include a broad number of laws, or
specific legislative change in a given area, such
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as permit law); yet desired target impacts
were vague and undefined. Projects should
ideally elaborate on specific desired impact tar-
gets that attempt to measure improved con-
ditions (for example, reducing the number
of days needed to register a business from
X toY or number [or cost burden] of permits
or inspections from X to Y).

Shortcomings related to the inconsistent use of
reliable surveys and data collection methods,
included the following:

* Some projects and product lines, such as cor-
porate governance, leasing, and SMEs, have in-
corporated surveys to try to measure project
impacts; yet surveys were not designed sys-
tematically and appropriately to establish a
baseline and monitor project results over
time. Different methodologies and sampling
techniques often limited the comparability of
these surveys.

* Some projects used informal surveys that
were not representative, for instance, sur-
veying only a small portion of clients who re-
ceived training on levels of satisfaction and
material learned, which could not be pro-
jected to the entire client population. Even for
projects with more sophisticated survey in-
struments, few attempts were made to capture
what might have happened without a project
intervention or to compare client achieve-
ment with nonclients. !

* Surveys and other instruments were also not
used enough to measure how much partici-
pants of various PEP-funded training courses
and seminars (a) were satisfied with services
offered, (b) acquired new knowledge and/or
skills, (¢) changed behaviors as a result of
new skills, knowledge, and information re-
lated to project services, and (d) had benefited
in terms of impacts due to changes made.
Even though evaluations and surveys before
and after projects would probably be the best
ways to track such changes, most projects
that included training and capacity compo-
nents did not use this method.

¢ In several instances clients refused to share
information with PEP-ECA project teams or

IEG-IFC evaluation teams, preventing both
PEP-ECA management and this evaluation
from collecting necessary data and assessing
project achievements. Projects evaluated did
not contain information-sharing agreements
between clients and IFC for assessing project
achievements.

Regarding recording of project costs by com-
ponents, no attempt was made during project life
to quantify the value of benefits nor to provide
information on how much was spent for each
component (for example, on surveys, public
awareness, drafting policy recommendations,
and so on). A more precise calculation of the ef-
ficiency of different types of activities of most
projects evaluated, therefore, was not possible.
This information is crucial in better under-
standing project efficiency and assessment of
the relative developmental “bang for the buck”
of different types of project activities.

Nonetheless, as stated above, PEP-ECA has
adopted a results-based approach that, until re-
cently, placed its M&E tracking and reporting
system ahead of most other IFC Advisory Services
providers. With introduction of an IFC-wide ap-
proval, supervision, and M&E system in FY 20006,
all Advisory Services providers are expected to
attain an equal level, in terms of developing
logic models to guide project design, articulate
expected outcomes and impacts, and track and
report achievements. Since IEG evaluation and
in part as a result of IEG findings and a partici-
patory evaluation approach, PEP-ECA has taken
steps to address M&E shortcomings identified in
project evaluations (see box 5.2).

IFC’s SME Department, with its oversight func-
tion for advisory operations in IFC, has made
strides in introducing a comprehensive moni-
toring and tracking system, which should im-
prove quality of indicators and collection of data
across all advisory facilities. The department ac-
complished the following:

* Prepared program logic models for three major
program lines (access to finance, linkages, and
BEE) geared to promoting private sector de-
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Box 5.2. Monitoring and Evaluation Developments in PEP-ECA since 2005

e In 2005-06, PEP-ECA developed a detailed methodology for
assessing the impacts of its BEE projects, which involves
calculating the reduced costs paid by local companies as a
result of legislation passed by an IFC project. IFC has also
adopted this indicator as a core impact indicator for the BEE

business line.

¢ In 2006, PEP-ECA made strides toward streamlining and stan-

dardizing its indicators by product line.

velopment. Based on the logic models, it de-
veloped core indicators (output, outcome, and
impact) for the three business lines, including
samples and templates. In 2007, completion of
a similar process is expected for the remaining
business lines as well as their subareas. Staff
training and consultations on the use of in-
dicators are continuing. IFC intends to stan-
dardize core performance indicators in all
advisory projects to allow comparisons and ag-
gregation. The tools are expected to not only
measure the impact of various programs bet-
ter, but also enhance design of new projects.
Issued guidelines on data collection and stor-
age, including potential sources of data, and
prepared a guide on survey methodologies,
questionnaires, sampling, survey schedule,
data entry, and administration.

Organized several program reviews (e.g., SME
toolkit, leasing, corporate governance, and
linkages) executed by external experts along
IEG-IFC evaluation guidelines and sometimes
undertaken jointly with donor representa-
tives. Several completed reviews were ex-
perimental or quasi-experimental. The SME

collected.

e Based on a lesson learned that detailed definitions explaining
indicators are imperative to making aggregation and compari-
son possible, PEP-ECA described in the monitoring plan what
information should be tracked, how, and by whom it should be

¢ To address the clientinformation-sharing issue, PEP-ECA's agree-

and evaluation of results.

Department is tracking management imple-
mentation of recommendations resulting from
these evaluations.

In conclusion, this evaluation explored a number
of cross-cutting issues that affected PEP-ECA’s
potential performance. The most challenging
issue was PEP-ECA’s funding mechanism. Al-
though this bilateral donor-dependent funding
mechanism promoted targeted, results-focused
interventions, it also often constrained IFC’s abil-
ity to be strategic and responsive to client and
country needs, raised costs, and created delays.
As PEP-ECA focused on specializing in core areas
and required greater expertise, recruitment and
retention of qualified staff also became a chal-
lenge. Client contribution and a consistent Ad-
visory Services pricing policy were not a core
feature of PEP-ECA, which extended client sub-
sidies regardless of justification. In addition, even
though PEP-ECA's M&E system is among IFC’s
most advanced in the area of Advisory Services,
reliable measurement of results was difficult due
to some weak indicators and incomplete data
collection and expenditure tracking.

ments with clients now include a clause related to reporting
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Conclusions and
Recommendations

verall, PEP-ECA has been largely successful with respect to achiev-
ing its objectives of contributing to improved investment climates
and promoting private investments; however, (a) some program-level
issues and deficiencies in the PEP-ECA organizational structure limited PEP-
ECA’s potential effectiveness and (b) some product lines had low success rates.

Although IFC might benefit from replicating cer-
tain aspects of the PEP model, IEG does not rec-
ommend its wholesale transfer to other regions:

* Appropriate balance between replication of
core products and their sufficient adaptation
to different country contexts is essential.

¢ Product specialization requires reliable access
to expertise for both project management
and for tapping short-term needs of best prac-
tice in specialized areas.

* The funding mechanism is not entirely com-
patible with long-term IFC and PEP-ECA
objectives.

Lessons learned from PEP-ECA projects also pro-
vide useful insights on the importance of adapt-
ing project models to fit country-specific
conditions, leverage the expertise of other World
Bank Group units, and more thoughtfully con-
sider M&E objectives and indicators. Appendix
F summarizes generic and product line-specific
lessons learned from PEP-ECA projects with im-
plications for other IFC Advisory Services. Some
key generic lessons include the following:

e Straight replication of a standard product
model is not likely to work effectively; adap-
tation of core product business lines to coun-
try conditions can reap greater results.

* Public relations and broad dissemination make
up an important complementary component
to promoting reform agenda and training/
capacity-building efforts.

* Effective exit strategies and incorporation of
pricing of services can help ensure sustainable
development outcomes and impacts after
project closure and support local market de-
velopment of related Advisory Services.

* Sound M&E objectives and targets enhance
team focus on implementation and achieve-
ment of results.

Recommendations

1. IFC would benefit from replicating
selected features of the PEP model,
but wholesale transfer to another re-
gion is not recommended. Shortcom-
ings in the organizational structure

57



IFC ADVISORY SERVICES IN EASTERN EUROPE AND CENTRAL ASIA

58

should be addressed, and some prod-
uct lines should be revisited.

PEP-ECA's management structure, core product
line specialization, focus on developing replicable
projects, reliance on a dedicated team of mostly
local staff for project implementation, project-
level emphasis on achieving targeted expected
outcomes, and long-term project life (two to five
years) all helped achieve program objectives. Yet
deficiencies exist in the PEP-ECA structure that
should be addressed and, despite small numbers
of projects, some product lines had low success
rates. The most challenging issue was PEP-ECA’s
funding mechanism. Although this bilateral donor-
dependent funding mechanism promoted tar-
geted, results-focused interventions, it also often
constrained IFC’s ability to be strategic and re-
sponsive to client and country needs, raised costs,
and created delays. As PEP-ECA focused on spe-
cializing in core areas and required greater ex-
pertise, recruitment and retention of qualified
staff also became a challenge. In addition, even
though PEP-ECA's M&E system is among IFC’s
most advanced in the area of Advisory Services,
reliable measurement of results was difficult due
to weak indicators and incomplete data collection
and expenditure tracking. Consideration should
be given to the following:

1.1 Designing a more cost-effective Advi-
sory Services funding mechanism to meet
strategic objectives, improve client re-
sponsiveness, and enbhance development
results.

Advisory Services funding mechanisms should be
designed to enable strategic and sequential proj-
ect planning and limit burdensome transaction
costs, delays, and constraints or special conditions
imposed by bilateral project funding. Appropriate
balance should be achieved between develop-
ment of core products and their country adapta-
tions. As such, IFC should ensure that sufficient
funding is allocated for project identification, de-
velopment, and preparation, so that projects are
ready (country adjusted) for implementation when
funding is sought. Funding incentives should also
be improved to facilitate project experimentation

based on country needs. Where possible, pooled
or hybrid funding models should be encouraged,
which offer quicker access to project funding,
while placing fewer constraints on project scope,
design, and staffing. Going forward, IFC should be
more proactive at engaging donors and educating
them about recipient countries and IFC strategic
priorities, and learning about their long-term goals
or preferences.

1.2 Carefully considering staffing needs
Jor Advisory Services and adopting buman
resource policies that address recruit-
ment and retention requirements and fa-
cilitate access to much-needed short-term
global expertise.

To do this, IFC should consider creating a cadre
of project managers. For accessing short-term in-
ternational expertise where product lines re-
quire, IFC may consider forming a pool of
Advisory Services experts in core areas, which
would include IFC and World Bank specialists
and external consultants to help project teams
address needs in a timely and effective way.
IFC should also review training and capacity-
building requirements of Advisory Services staff,
and develop focused training policy to support
its Advisory Services staffing strategy more ef-
fectively. Given IFC’s decentralization process,
field-based knowledge should be developed with
the help of experts in the field. Improving staff
skills and experience, retaining global knowl-
edge, and leveraging central units of expertise
(e.g., SME, private sector development, and in-
dustry departments) should be key. Specialized
training, staff exchange programs, and regular
meetings intended to share good practices and
lessons learned should be routine. Within dif-
ferent business line areas, different staff might
be flagged according to expertise and then
tapped in a more systematic way into a broader,
more formal knowledge-sharing effort. Suffi-
cient resources should be allocated to ensure
knowledge sharing and ongoing best practice
learning in a more systematic way.

1.3 Eliminating or redesigning projects
that bave not been effective, as is true in



many traditional PEP-ECA linkages proj-
ects, and doing more of those that have
achieved positive results.

Projects with questionable and/or weak strategic
relevance or marginal IFC role and contribution
should not be pursued. In redefining linkages in-
terventions, PEP-ECA should collaborate with
the SME Department to tap its knowledge and
explore experiences from around IFC. Although
PEP-ECA has already discontinued direct SME
development projects, indirect SME develop-
ment projects should include more rigorous
methods for capturing and measuring the impact
on SMEs.

1.4 Improving the quality of MG&E indi-
cators, data collection methods, and cost
accounting.

Project-specific M&E targets should be tailored
to country situations and conditions as part of
project preparation, verified as part of the proj-
ect approval system, and monitored during proj-
ect implementation. More rigorous survey
techniques and data collection methods should
be developed to establish baselines and enable
comparisons across time and across countries
where possible. The proper utilization of the in-
dicators and techniques should be closely mon-
itored to derive lessons and ensure data quality.
A more comprehensive expenditure accounting
and tracking mechanism should be introduced,
which would not only enhance M&E, but provide
a useful project management tool for bench-
marking costs of different activities and devel-
oping Advisory Services pricing and client
contribution strategies. This would also provide
data for analysis of benefits and efficiency of the
programs and their components.

2. IFC should leverage Advisory Ser-
vices and investment tools strategically
and systematically in a complemen-
tary fashion to address long-term
country development needs.

IFC has been implementing various initiatives
since 2005 to take a strategic approach to de-
veloping and delivering Advisory Services. This

CONCLUSIONS AND RECOMMENDATIONS

includes measures to develop principles and
operating guidelines, improve funding processes,
meet human resource needs, measure and mon-
itor impacts, and more, as described in box 2.1
and throughout this report. Because this report
is limited to PEP-ECA’s experience and does not
cover other Advisory Services, it offers recom-
mendations for management in addition to ex-
isting or forthcoming recommendations from
relevant working groups, studies, and reviews on
Advisory Services. Given the various initiatives
and committees focusing on World Bank coor-
dination, this report does not offer a separate rec-
ommendation on improving coordination. This
report’s findings and conclusions support on-
going initiatives and recommendations made
elsewhere. Consideration should be given to
the following:

2.1 Developing and implementing a co-
besive and complementary Advisory Ser-
vices and investment strategy based on
each country’s development needs.

This greater institutional and strategic cohesion
should be achieved through (a) developing and
implementing a cohesive country strategy, where
relevant, in which Advisory Services and invest-
ments are complementary tools (either Advi-
sory Services projects alone or integrated with
IFC investments) for achieving long-term coun-
try and sector development objectives, (b) en-
suring interaction of Advisory Services and
investment staff and leveraging expertise at the
operational level for cross-fertilization on proj-
ects and sector initiatives, and (¢) promoting
coordination with the rest of the World Bank
Group, where relevant, by formally identifying
opportunities for collaborative initiatives as they
may arise.

2.2 Within each specific country context,
exploring bow each core area Advisory
Services intervention can be structured to
maximize impact, leveraging IFC invest-
ment objectives and synergies where rel-
evant and possible.

Experimental projects should also be developed
according to specific country needs and IFC
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strategic priorities, and should incorporate the
basic successful features and core components
of the standard PEP model as appropriate (i.e.,
reform, training and capacity building, and broad
dissemination).

3. IFC should formalize more detailed
and specific pricing and subsidy
guidelines for Advisory Services to as-
sess the full cost of intervention and
provide subsidies on a selective and
Justified basis.

PEP-ECA’s lack of emphasis on pricing strategy re-
sulted in inconsistent application and collection
of client fees. Although lack of client contribu-
tion for public good Advisory Services may have
been justified, this rationale was not entirely ap-
propriate with respect to private goods or ser-
vices provided to firms, including capacity
building and consulting. IEG project evaluations
found evidence of a growing willingness to pay
for these services among the clients surveyed and
interviewed. Ultimately, lack of client contribu-
tion, either cash or in kind, or subsidized Advi-
sory Services deprived project management of
valuable client feedback on the relevance of and
demand for specific Advisory Services compo-
nents, which then affected results and lessons
learned for future projects.

The most recent announcement of IFC Advisory
Services pricing policy and principles made
strides, but more work is needed to develop
practical, clear, and useful guidelines for opera-
tional staff in each product area for effective im-
plementation. To this end, IFC should consider:

3.1 Further developing the recently is-
sued general pricing policy and principles
to provide practical and clear guidelines
and directions for appropriate assess-
ment of subsidy justification and target
ranges of pricing for different types of in-

terventions with examples and hands-on
training.

The use of a subsidy or partial subsidy may be jus-
tified in some cases, for example, for general pol-
icy reform advice that will contribute to the public
good or when using Advisory Services to induce
a client to undertake developmental activities it
would not do otherwise (for example, a com-
mercial bank entering the SME market). Charging
fees to clients can help develop local markets for
services, support project sustainability, create op-
tions for project exit strategies, and reinforce
client commitment. Careful consideration should
also be given to nondisplacement policy issues or
market distortions, which are necessary compo-
nents for developing sustainable services. Yet task
managers require more guidance on justification
of a subsidy in the market, as well as how to price
different types of Advisory Services, than is con-
tained in the new policy. IFC should equip oper-
ational staff with practical tools needed for
effective implementation of the new principles, in-
cluding possible pricing ranges based on local
market conditions, yet not lock staff into rigid
corporatewide imposed pricing plans. This would
also strengthen the strategic relevance dimen-
sion of IFC’s self-evaluation project completion re-
ports, which IEG will validate. This dimension
requires assessment of the appropriateness of
each project’s planned and actual cost recovery;
yet without sufficient guidance on the appropri-
ateness of cost recovery, task managers are not
able to assess this dimension adequately.

3.2 Accounting for the full cost of design-
ing, implementing, and supervising the Ad-
visory Services intervention, including IFC’s
overbead and administration costs.

This will derive the entire cost of the Advisory
Services intervention and enable more thorough
assessment of the effectiveness of the Advisory
Services intervention, and adequate compari-
son among various projects and programs.
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APPENDIX A. METHODOLOGY AND LIMITATIONS OF THIS EVALUATION

The evaluation comprised two levels: the indi-
vidual advisory project level and the PEP-ECA
program level. As such, this evaluation con-
ducted independent project evaluations, as well
as an analysis of PEP-ECA management struc-
ture and support functions, that is, human re-
source management and M&E.

Project-level evaluations. All together, 44
projects were evaluated, comprising the build-
ing blocks of the PEP-ECA evaluation, in 34 Proj-
ect Evaluation Reports (PERs) (see table Al).
Several projects that were extensions or subse-
quent phases of a project were combined in one
evaluation report. Similarly, advisory operations
with two or more donors that resulted in multi-
ple assignments were combined in one evalua-
tion report.

A comprehensive evaluation of all 32 PEP-ECA
advisory projects initiated from FY 2001 and com-
pleted by the end of December 2005 was con-
ducted for this study. The following, because they
were studies, were not included in this evaluation:
Azerbaijan Technical Assistance Diagnostic proj-
ect, Energy Efficiency Investment Study, IFC Leas-
ing Best Practice Manual, Russia Banking Sector
Corporate Governance Study, Russia Private Sec-
tor Higher Education Study, Russia Waste Gas
Utilization Feasibility Study, Ukraine Banking Sec-
tor Corporate Governance Study, and Uzbekistan
Dairy Sector Supply Chain Study (phase 1). The
32 projects were evaluated in 26 PERs.

In addition, IEG-IFC evaluated a sample of 12 pre-
FY 2001 advisory activities (in eight correspon-
ding PERs) in the CIS region, which largely
comprised the first generation of PEP-ECA proj-
ects in the formal product lines, were ongoing

at the time of the creation of PEP-ECA in May
2000, and were at least partly managed under
PEP-ECA. Before FY 2001 PEP-ECA projects were
chosen based on their potential to (a) reveal
lessons relevant for IFC Advisory Services strat-
egy, delivery, and implementation in the future
and (b) shed light on PEP-ECA projects’ long-term
impact.

PERs piloted by IEG-IFC for this evaluation ex-
pand on advisory project completion reports
that IFC has recently rolled out for all advisory
projects and programs. An IFC working group ad-
vised by IEG-IFC developed the evaluation frame-
work (see appendix B for evaluation rating
criteria and template). This framework, based on
Development Assistance Committee (Organisa-
tion for Economic Cooperation and Develop-
ment) principles, takes into consideration distinct
project dimensions, which are rated according
to (a) strategic relevance, (b) output delivery,
(c) outcome achievement, (d) impact achieve-
ment, and (e) efficiency. A development effec-
tiveness synthesis rating of these five dimensions
is assigned, as well as a separate rating on IFC’s
role and contribution. In addition to these
core dimensions, which form the basis of IFC’s
project completion reports, IEG’s evaluation
prototype rates the work quality of IFC staff,
consultants, and other partners.

The evaluation framework, which provided the
basis for interview guides, surveys, and focus
groups, was adapted to specific product lines
when IEG-IFC evaluators, comprising staff and
external consultants, conducted phone inter-
views and visited nine countries: Armenia, Be-
larus, Georgia, Kazakhstan, Kyrgyz Republic,
Russian Federation, Tajikistan, Ukraine, and
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Table A1. Overview of Projects Evaluated by IEG-IFC (nu

mber)

PERs for
FY01-05 Projects evaluated Total
projects PERs for approved projects projects
Projects completed FY01-05 FY01-05 before approved  evaluated
approved by end projects projects FYo1 hefore in this Total
FY01-05 FY06 evaluated evaluated evaluated FY01 study PERs
Armenia 0 0 0 0 1 1 1 1
Azerbaijan 3 1 0 0 0 0 0 0
Belarus 2 1 1 1 1 1 2 2
Central Asia? 2 2 2 2 0 0 2 2
Georgia 1 1 1 1 0 0 1 1
Kazakhstan 1 1 1 1 0 0 1 1
Mongolia 1 0 0 0 0 0 0 0
Regional 1 1 0 0 0 0 0 0
Russian Federation 25 19 15 12 4 3 19 15
Tajikistan? 4 3 2 0 0 3 2
Ukraine 12 6 4 6 3 12 7
Uzbekistan? 5 3 3 0 0 3 3
Total 57 40 32 26 12 8 44 34

Source: IEG data.
Note: PERs are project evaluation reports.
a. Multicountry projects in the Kyrgyz Republic, Tajikistan, and Uzbekistan.

Uzbekistan. Meetings and interviews were held
with a broad cross-section of stakeholders, in-
cluding government officials, Advisory Services
clients, private sector representatives, multilat-
eral and bilateral donors, World Bank Group
staff, educational institutions, representatives
from the media, and nongovernmental organi-
zations. In total, IEG-IFC conducted roughly 400
stakeholder interviews and surveyed approxi-
mately 210 clients to complete project evalua-
tions. IEG’s team attempted to assign a fair and
accurate synthesis rating for each project based
on an analysis of information acquired on field
visits and from stakeholder interviews, PEP-ECA
project documents and reports, IEG-IFC sur-
veys, and self-reported M&E data. The 34 PERs
completed by IEG, which capture the results
from 44 projects,! were subject to external and
peer reviews as well as feedback from PEP-ECA
management and staff to confirm factual accuracy.
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Although the final text of PERs reflects valuable
comments and review by PEP-ECA, the ratings are
based strictly on IEG Advisory Services ratings
guidelines and IEG-IFC judgment.

Limitations and caveats. Given the wide time-
frame for evaluated projects, including before
PEP-ECA projects (with the earliest start date of
FY 1996 and earliest end date of FY 1999) and
PEP-ECA projects (with the latest start date of FY
2003 and latest end date of FY 2005), the extent
and quality of data captured, specificity of indi-
cators relative to project objectives, and available
documentation varies greatly. Although impact
that is more widespread is directly correlated to
the passage of time, the M&E frameworks on ear-
lier projects are less robust. Because clients and
other stakeholders memories fade, findings based
on interviews and survey results on older proj-
ects are less reliable as well. Conversely, projects
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completed more recently are likely to have
stronger attribution to PEP-ECA than older proj-
ects as a function of partner and participant
memory. Likewise, M&E frameworks have been
refined over time and indicators are more closely
linked to project objectives; however, in some
cases, insufficient time has passed for signifi-
cant or widespread impact to occur.

Evaluations are also subject to limitations. First,
time and resource constraints for conducting
these evaluations limit the ability to capture all
relevant information, despite attempts to access
the most meaningful information to provide a fair
assessment of all 44 projects in nine countries
during the identified period. Second, PEP-ECA’s
financial accounting system, which tracked dis-
bursement of donor funds, did not allow for
easy tracking of expenditures by client or activ-
ity on a specific project. There are examples
where not all project activities are accurately
tracked. Thus, deriving an efficiency measure
was difficult. Third, files from older IFC proj-
ects were not complete and the quality of records
was uneven, including missing key dates for
project proposals and final drafts. Also, some
former clients refused to provide data.

In addition, attribution of outcomes to IFC pre-
sented a challenge, not only due to the passage
of time and faded memory, but also because of
the presence of other international donors and
financial institutions, multiple stakeholders, non-
governmental organizations, and private enter-
prises active in the same areas. There are
examples in which a sufficient number of stake-
holders gave credit to IFC for development out-
comes, including drafting and passage of legal

and regulatory reforms or market growth. IFC
often, however, got more credit for contributing
to development outcomes than being the sole
purveyor. Also, development impact on proj-
ects narrow in scope could be more easily at-
tributed to PEP-ECA.

Program-level evaluation. [EG’s evaluation
team conducted stakeholder interviews, in-
cluding meetings with current and former IFC
and World Bank staff, to understand cross-cutting
themes relevant to PEP-ECA program structure
and evaluation of individual projects. The eval-
uation of PEP-ECA program structure drew on
earlier evaluations of project development fa-
cilities, PEP-ECA strategy as approved by the
Board, presentations and internal reports, IEG’s
country and thematic evaluations, World Bank
Group evaluations, and internal IFC reviews.?

Environmental and social implications. The
PEP-ECA study reviewed the environmental and
social implications of the PEP-ECA program,
where relevant. This includes an exploration of
how project-related environmental and social
sustainability issues have been addressed in the
PEP model, how these objectives were identified
and formulated at appraisal, how they have been
monitored and met, and what have been project-
level and wider environmental and social im-
pacts of PEP-ECA operations. Those projects that
had a direct environmental impact, such as agri-
culture, forestry, and manufacturing supply chain
linkages, were reviewed. In terms of social impact,
the absence of indicators tracking development
outcomes to women-owned SMEs as a result of
PEP-ECA Advisory Services activities in leasing fi-
nance, for example, limited measurement.
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These guidelines can also be used for evaluating
Advisory Services for other purposes, for exam-
ple, in project supervision reports or project
completion reports.!

[EG-IFC advisory PERs should be concise and the
use of bullet points is recommended for the ra-
tionales to support the evaluative judgments
(ratings) and lessons.

l. Project Evaluation Report Dimensions
IEG-IFC rates advisory projects on nine dimen-
sions: (a) strategic relevance, (b) output achieve-
ment, (¢) outcome achievement, (d) impact
achievement, (e) efficiency, (f) IFC role and con-
tribution, (g) IFC work quality, (h) consultant
work quality, and (i) the work quality of partners
who were critical to the project’s achievement
of results.? Ratings on the first five dimensions
are synthesized into an overall rating of devel-
opment effectiveness, and ratings on three in-
dicators of IFC work quality are synthesized into
an overall rating on IFC work quality. Ratings on
the two additional work quality dimensions—
consultant work quality and others’ work qual-
ity—are not synthesized. The following sections
provide detailed guidance on how to make rat-
ing judgments.

A. Development Effectiveness

This development effectiveness dimension is
based on a synthesis of ratings of project strate-
gic relevance, results (outputs, outcomes, and im-
pacts) and efficiency. Desired results for IFC
advisory projects are specified ex ante in docu-
ments at approval in the form of objectives with
monitorable output, outcome, and impact indi-
cators and specified targets for the indicators.
These are monitored during the life of the proj-

ect through project supervision reports and then
compared at project completion with achieved
results in a project completion report. Some re-
sults—medium-term outcomes and long-term
impacts—may be unknown at project comple-
tion, but can be examined post-completion. Re-
sults of advisory projects may be intended or
unintended and positive or negative. Outputs are
the products, capital goods, and services that re-
sult from a development intervention. They are
the immediate deliverables of the advisory in-
tervention. Outcomes are the positive and neg-
ative, intended or unintended, and short- and
medium-term effects of the advisory project.
Impacts are the positive and negative, often
long-term effects produced by advisory inter-
vention—directly or indirectly and intended or
unintended (see figure B1).

All advisory projects are eligible for a develop-
ment effectiveness synthesis rating, but not all
projects will be rated on all five dimensions.
IEG-IFC should rate those projects whose main
objective is the conduct of a feasibility study for
an investment operation only on the dimen-
sions of strategic relevance and output. Many of
these studies will result in investment opera-
tions whose development and investment out-
come performance would be potentially captured
in the expanded project supervision report (also
known as XPSR) system. The output of advisory
projects in such cases would be the study itself.
The outcome—the approval of an investment
project as evidenced by a project data sheet or
a no-go decision—is not separately evaluated.

Some advisory projects are studies that result in
free-standing specific advisory projects that in
turn can be individually rated under this Advisory
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Figure B1. Advisory Services Indicators

Products of
program activities:

Changes in knowledge,
behavior, and performance
of beneficiaries:

Benefits accruing to
target population:

Number of SMESs reporti ;
o porting - Change in sales
trainings - increased skills
Number of SMEs reporting SMEs reporti
, porting
businesses - improved business - increased profits
advised processes ’
Laws Legislation Fewer barriers for
drafted - adopted - businesses

Source: |FC.

Services rating framework. The output in these
cases would be the study, and the outcome would
be a new advisory project. Other studies may still
have value if, based on their findings and rec-
ommendations, a potential investment opera-
tion or advisory project is not undertaken, but
this impact cannot be measured.

When individual ratings have been made on the
five dimensions (strategic relevance, output
achievement, outcome achievement, impact
achievement, and efficiency) that make up de-
velopment effectiveness, the ratings are synthe-
sized into an overall rating of development
effectiveness. This is not a mechanical average,
but a synthesis of the project’s results in the
field and its contribution to IFC’s purpose and
mission.

The development effectiveness rating may
change over time as medium-term outcomes
and long-term impacts may not be apparent at

project completion; therefore, it is important to
indicate the status of the outcome and impact rat-
ings assigned. Ratings should be assigned at
project completion, but the ratings should be
based on reasonableness of outcome and im-
pact attainment at completion. It should be
noted if this is a preliminary estimate and the im-
pact evaluation should be revisited.

Each of the results dimensions is discussed in
turn below.

1. Strategic relevance. Did we do the right
project at the right time?

The strategic relevance dimension measures in
retrospect the importance of the advisory proj-
ect to achieving country strategic objectives, its
appropriateness at initiation and completion
given conditions at the time, and whether the ad-
visory project was the appropriate instrument for
the work. For this rating, judgment is made on
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whether a “window of receptiveness” to the ad-
visory project exists in terms of the economic or
political situation and the advisory project’s cen-
trality to the country priorities and IFC’s coun-
try strategy.

Based on IFC’s Article I Purpose (see box 2.2),
one important consideration is the extent to
which the project is focused on addressing short-
comings in the investment climate or helping to
build in-country business infrastructure capac-
ity. Investment climate specifically refers to coun-
try conditions, including legal, regulatory, and
judicial frameworks; rule of law; institutional ca-
pacity; investment incentives and barriers; peace
and order situation; level of corruption; and ac-
cess to cost-effective labor, domestic finance,
and business support services.

Principal indicators of an advisory project’s rel-
evance are its focus on the investment climate
and/or alignment to a designated country assis-
tance strategy and IFC country strategy high-
priority issue; relevance to the direct client as
indicated, for example, by client contribution
through client fees; and potential for high impact.
A paid partial client fee provides an indication
that the service has relevance to the intended
recipient.

¢ Should the work have been undertaken at
all? Did it make sense given the conditions,
needs, or problems to which it was intended
to respond? How well aligned was the work
to the country assistance strategy and to the
IFC advisory country strategy or sector or
program-specific strategy? Are the project’s ob-
jectives consistent with the region’s and coun-
try’s current development priorities and
IFC/Bank Region/country strategic objectives
for Advisory Services? What was the client’s in-
terest/receptivity (e.g., willingness to pay a
fee)? How appropriate was the work, given the
economic and political situation or donor
cycle at the time the work was initiated?

* Was the advisory intervention the appropriate
instrument for the work? Was the use of a
subsidy appropriate? What was the extent of
planned and actual client contribution?

* Wias the project intended to have broad impact
at the regional or national level?

All advisory projects have been deemed rele-
vant at approval to receive funding. If they were
not deemed relevant, they would not have been
funded. They generally loosely relate to a coun-
try assistance strategy or IFC strategy paper,
given that they are promoting private sector de-
velopment. But this dimension goes beyond
these minimum levels and looks in retrospect at
the centrality of the project to the country as ex-
pressed in the country assistance strategy and
IFC’s strategic priorities. It also asks about the
potential impact of the advisory project. If it was
intended to impact the regional or national level,
it likely was strategically relevant. Client feedback
about the necessity of the advisory intervention
for attainment of primary objectives may also be
considered under strategic relevance.

The evaluation standards for strategic relevance
are as follows:

Excellent: Assistance addressed major priority
issues; assistance aimed appropriately at na-
tional level impact; assistance at initiation and
completion was highly appropriate for condi-
tions; assistance achieved appropriate cost
recovery.

Satisfactory: Assistance addressed major prior-
ity issues to a large extent; assistance had po-
tentially substantial impact on the direct recipient
and/or local community; assistance was appro-
priate for conditions at initiation and completion;
assistance achieved majority of appropriate cost
recovery.

Partly unsatisfactory: Assistance overlooked
some priority issues; assistance at initiation was
appropriate, but conditions changed that could
not have been anticipated; assistance achieved
substantially less than appropriate cost recovery.

Unsatisfactory: Assistance addressed low-priority
issues; assistance was not appropriate given con-
ditions at initiation; there was no cost recovery,
although cost recovery was appropriate.
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2. Output achievement. Were the products,
capital goods, and services delivered?

Expected outputs should have been specified
in the advisory project’s project data sheet. This
section reviews the extent to which they have
been achieved. Outputs should be evident dur-
ing the project timeframe. Outputs are the prod-
ucts, capital goods, and services that result from
a development intervention. They are the im-
mediate deliverables of the advisory intervention,
for example, the diagnostic report, training man-
uals, legislation drafted, 300 managers trained,
25 women-owned microenterprises developed,
or business plan developed. Output indicators
and associated targets should have been speci-
fied for each project in the project data sheet
technical assistance, and this section refers back
to them and indicates the extent to which they
have been achieved.

Note that the word major is used in looking at
output achievement. The issue is not whether
every output specified has been achieved, but
rather the extent to which the key one or ones
have been achieved. If outputs have been mod-
ified, the reviewer should take into considera-
tion those outputs originally committed to, as
these were the basis for the funding. Short-
comings in output achievement may have to do
with either the number of major outputs
achieved and/or the extent to which one or
more were not achieved.

Client satisfaction measures are typically com-
ments on the quality of outputs. Client satisfac-
tion with the Advisory Services is not in itself an
outcome measure. (The outcome is that the
client changed behavior or performance as de-
sired per a project objective.) Note that client sat-
isfaction is just one indicator of output quality.

The evaluation standards for output achieve-
ment are as follows:

Excellent: More than the expected outputs were
achieved with at least satisfactory quality, or all major
outputs were achieved with excellent quality.

Satisfactory: All major outputs were achieved
with satisfactory quality.

Partly unsatisfactory: Either at least one major
output was not achieved or at least one major
output was of less than satisfactory quality.

Unsatisfactory: Few or none of the major outputs
were achieved or several major outputs were of
less than satisfactory quality.

3. Outcome achievement. Were the intended
short- and medium-term effects of the in-
tervention achieved?

Expected outcomes should also have been in-
dicated in the results-based framework for the ad-
visory project. Outcomes are the positive and
negative, intended or unintended, and short-
and medium-term effects of the advisory project.
Client action taken because of the advice given
is one common type of outcome measure; it re-
flects client acceptance of recommendations.
(Development and delivery of the recommen-
dations to the client, in this case, as well as client
satisfaction with the Advisory Services, could be
output objectives.) Two outcome measures are
(a) the extent to which short- and intermediate-
term outcomes were achieved, for example,
acceptance of recommendations and (b) ap-
propriate addressing of environmental and social
issues.

Outcomes, however, require the PER author to
consider whether or how much the observed ef-
fects can be attributed to the project as an in-
tervention. This must involve consideration of a
counterfactual or a comparison of current per-
formance to what would likely have happened in
the absence of the program. So, for example, if
a major project objective is the creation of 100
jobs, it is important to estimate the difference be-
tween the current number of new jobs and what
would have been the case without the project.
Having a baseline pre-intervention number is
usually a critical starting point. Then the task is
to make a plausible case that it was the inter-
vention that made the difference between the
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baseline and the outcome measure. For many
projects, the argument will be based on client or
expert judgments of attribution. For some proj-
ects, large in volume and/or particularly impor-
tant, quasi-experimental or experimental designs
may be possible.

Outcomes are the short- and medium-term ef-
fects of producing the outputs. These may be pas-
sage of legislation, increase of knowledge of
leasing, or changes in management techniques,
corporate governance, or plant layout, to cite but
a few examples. In some instances, an unantic-
ipated positive or negative outcome may be seen
at project completion. When this occurs, it
should be noted in the outcome rating rationale.
Some outcomes or project effects will be evident
at project completion. Others may take longer
to be seen and need follow-up.

Outcome indicators should have been specified
in measurable terms at the Advisory Services
project data sheet approval stage; thus, the out-
come indicator for a demonstration project, for
example, might be stated as follows: “As a result
of this demonstration project, three additional
leasing firms will be operating in-country within
three years.”

According to International Finance Corpora-
tion’s Policy on Social and Environmental Sus-
tainability (2006¢), central to IFC’s development
mission are its efforts to carry out its investment
operations and Advisory Services in a manner
that does no harm to people and the environ-
ment. IFC endeavors to invest in sustainable proj-
ects that identify and address economic, social,
and environmental risks with a view to improv-
ing continually their sustainability performance
within the limits of their resources and consistent
with their strategies. Until 2006 IFC has not sys-
tematically established environmental, social,
health, and safety objectives for IFC Advisory
Services at appraisal, nor supervised or evalu-
ated these projects from the environmental, so-
cial, health, and safety point of view; therefore,
IFC has no evaluative statistics on environmen-
tal and social effects of IFC Advisory Services and

PEP-ECA projects. [FC Environmental and Social
Review Procedures (2006b) includes a proce-
dure to appraise and supervise IFC advisory proj-
ects from the environmental point of view. The
first IFC advisory projects that include clear en-
vironmental, social, health, and safety objectives
established by IFC’s Environmental and Social De-
velopment Department (known as CES) at ap-
praisal in 2006 will likely enter into IEG’s
evaluation program from 2008 onward.

At project completion, most outcomes should
have been discernible, but it may be too early to
expect achievement of others. If one or more out-
comes have been achieved, this should be indi-
cated and a rating on outcome achievement
should be given. In addition, however, it should
be noted in the ratings narrative that achieve-
ment of some major outcomes is not yet known.
The narrative should indicate when achieve-
ment of those outcomes could be expected. If
the likelihood of achieving major outcomes is
low, this should be noted in the narrative with
explanation of the reasons why. If further major
outcomes are expected, the follow-on box for
“further M&E recommended” must be checked.

The evaluation standards for outcome achieve-
ment are as follows:

Excellent: All or almost all of the major out-
comes were achieved; one or more of environ-
mental, social, health, and safety suggested
improvements were made and/or projects served
as a model for positive environmental and social
effects; client attributed changes in behavior
and performance to the Advisory Services.

Satisfactory: Most of the major outcomes were
achieved; environmental, social, health, and
safety areas for improvement have been com-
municated to the client with some improve-
ments ongoing or made; clients indicated the
Advisory Services contributed to major changes
in behavior and performance.

Partly unsatisfactory: Some, but fewer than half,
of the major outcomes were achieved; client
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acknowledged Advisory Services’ contribution,
but attributed relatively minor influence; envi-
ronmental, social, health, and safety recom-
mendations made to client, but with little or no
client response.

Unsatisfactory: Few or none of the major out-
comes achieved; no screening of environmental,
social, health, and safety issues occurred, al-
though it was appropriate; client attributed little
or no behavior or performance change to the Ad-
visory Services, or they had perverse effects.

4. Impact achievement. Were the intended
long-term effects of the intervention achieved?

An issue that must be addressed in determining
impact achievement, as with outcome achieve-
ment, is what would likely have happened in
the absence of the advisory project (the coun-
terfactual). Assessing impacts requires netting out
the extraneous factors that affect results, such as
specific events, related actions of others, or long-
term trends in industries, regions, or countries.
This is generally accomplished through post-
completion assessment of what happened be-
cause of this project: the value added in the long
term. At 2 minimum, project staff completing
the advisory project evaluation report need to in-
dicate the counterfactual and the rationale for at-
tributing effects to the advisory intervention. In
IFC, causality can often not be demonstrated
with scientific certainty, but only a plausible ar-
gument for contribution made.

Four methods for evaluating program impacts
traditionally exist.> One method—and the strong-
est—is an experimental design with random
assignment to treatment and control groups;
the second is a quasi-experimental design in
which a comparison group exists, but is not nec-
essarily randomly assigned (e.g., constructed
after the fact). The third is called a reflexive de-
sign, also known as a before-and-after compari-
son. It can be a weak design if there is no with-
and-without comparison as well. The fourth and
perhaps most common method is participant
judgment and expert opinion, which is most fre-
quently used for the advisory projects.

Program participants can be asked to estimate the
extent to which performance was enhanced as
aresult of the project. They need to be asked to
estimate the net effect—to compare what hap-
pened with what would have happened in the ab-
sence of the project. Program participants or
clients can be asked, for example, to estimate the
extent to which their behavior changed as a re-
sult of the project or the extent to which they
made changes because of the program (out-
come) and the impact (on sales and profits,
household income, health indicators, and so
on) that this had. The investment or project of-
ficer may also use their expert opinion to make
these estimates. This approach has many prob-
lems and is not ideal, but it may be the only real
option in many cases. At a minimum, the in-
vestment or project officer must discuss the
counterfactual in the rationale for the rating.

At project completion, although one or more
impacts should be evaluable, it may be too soon
to expect others to be achieved. In such cases, this
should be indicated, a rating of the dimension
should be made, based on impacts achieved to
date, and follow-up evaluation may be recom-
mended. If the likelihood of achieving remaining
major impacts is low, this should be noted in the
narrative with explanation of the reasons why.

The evaluation standards for impact achieve-
ment are as follows:

Excellent: Exceptional benefits were achieved
beyond the direct recipient(s) or clients at the na-
tional, regional, or global levels; impact extended
nationally or internationally as best practice.

Satisfactory: All intended impacts on the direct
recipients or direct clients were achieved, or
most direct impacts were achieved and some im-
pact was achieved beyond the direct recipient(s).

Partly unsatisfactory: Intended impacts were
partially achieved; intended impacts were mostly
achieved, but some negative impact occurred.

Unsatisfactory: Intended impacts were not
achieved; negative impacts occurred.
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5. Efficiency. Were the costs reasonable in re-
lation to the potential results?

A project is efficient to the extent that its costs
are reasonable in relation to the potential results,
in other words, that the “buck” is consistent
with the expected “bang” or the cost-benefit
ratio is positive. Even when the project has a pos-
itive cost-benefit ratio, however, a second
important dimension of efficiency is how
economically resources were used. A project
may reap benefits in relation to its costs, but it
may have been highly efficient or inefficient in
its use of available funds or other resources.
Similarly, there might or might not have been
more efficient ways of achieving the same ob-
jectives: a third aspect of efficiency. This di-
mension takes into account all three measures
of efficiency:

* How reasonable were the costs in relation to
the potential results (cost-benefit dimension)?

* How economically (funds, expertise, and
time) were resources used (Organisation for
Economic Cooperation and Development
definition)?

* Did alternative ways to achieve the objectives
exist that might have been less costly (cost-
effectiveness)?

The evaluation standards for efficiency are as
follows:

Excellent: Assistance had a highly positive cost-
benefit ratio; resources used to provide assistance
were expended highly economically; assistance
was far less costly than the alternative(s).

Satisfactory: Assistance had a positive cost-
benefit ratio; resources used to provide assistance
were expended economically; resources used
were reasonable in relation to alternatives.

Partly unsatisfactory: Assistance had a negative
cost-benefit ratio; resources used to provide as-
sistance could sometimes have been expended
more economically; more reasonable alterna-
tives were available that could have been used.

Unsatisfactory: Assistance had a highly negative
cost-benefit ratio. Resources used to provide as-
sistance could generally have been expended
more economically. Much more reasonable alter-
natives were available that could have been used.

Overall development effectiveness rating.
This rating is a synthesis. Each of the five indica-
tors should be considered. The development ef-
fectiveness rating is a bottom-line assessment of
the project’s overall results in the field, given ex-
pectations. It is not an average of the five ratings.

The evaluation standards for development ef-
fectiveness overall are as follows:

Excellent: A project with overwhelming posi-
tive development results and virtually no flaws.
It indicates the type of project IFC should use
publicly to illustrate the contribution of IFC Ad-
visory Services.

Satisfactory: A project that has strong posi-
tive aspects that more than compensate for any
shortfalls. It is a project that generally meets
expectations.

Partly unsatisfactory: A project that has some
strong positive aspects, but that does not com-
pensate adequately for shortfalls, and has gen-
erally failed to meet expectations.

Unsatisfactory: A project with negative aspects,
clearly outweighing positive aspects, and that
has failed to meet expectations.

B. IFC Role and Contribution

What was IFC’s role and contribution in engag-
ing in this advisory project? This indicator asks to
what extent IFC brought additionality or special
contribution to the advisory project. Was IFC es-
pecially pioneering or innovative? Was it partic-
ularly catalytic in this case? Did it enter a crowded
field and provide Advisory Services that others
could have provided? To what extent did IFC
provide assistance and direction that yielded
greater development results than would have
been the case absent IFC’s involvement? Where
IFC delivered its usual role and contribution, it
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should be rated satisfactory. The excellent rating
should be reserved for those cases in which IFC
involvement clearly made a significant contribu-
tion, such as encouraging a firm to improve its
corporate governance.

Principal indicators that should be considered in-
volve the rationale for IFC’s support and IFC’s
involvement in the project (at approval and on-
going). Consider what would likely have hap-
pened if IFC had not provided the advisory
project.

* Would alternate funding for the Advisory Ser-
vices have been likely?

* Would the company have found alternative fi-
nancing (e.g., if it was a business develop-
ment service project)?

* Could other providers have filled the gap, and
how likely is it that they might have?

¢ Did IFC maximize opportunities to add value?

* Did IFC add gender, poverty reduction, envi-
ronmental, or another similar focus that in-
creased the developmental focus?

* Was IFC particularly catalytic or innovative in
its Advisory Services?

The evaluation standards for IFC role and con-
tribution are as follows:

Excellent: IFC was essential, and IFC made major
contributions that made the project particularly
catalytic, innovative, or developmental.

Satisfactory: IFC’s role and contribution were in
line with its operating principles, that is, IFC
had additionality.

Partly unsatisfactory: IFC’s role or contribution
fell short in a material area.

Unsatisfactory: IFC’s role was not plausibly ad-
ditional, and IFC’s expected contribution was
not delivered.

C. IFC's Work Quality

This dimension is a synthesis rating of IFC’s per-
formance on the advisory project. The IFC role
varies with the Advisory Services, because IFC is

sometimes the direct implementer of one or
more components of the Advisory Services, while
other times, IFC prepares the project and then
continues in an oversight or supervision role,
while others do the implementing. Ratings on up
to three aspects of IFC’s work quality should be
synthesized as appropriate: project preparation,
project supervision, and project implementa-
tion. As explained above, for some projects one
or more of these aspects may not be applicable.

The advisory project outcomes should not un-
duly affect the IFC work quality ratings. Lack of
outcome indicator achievement can be caused
by external factors, unforeseeable (e.g., force
majeure) or foreseen (realized risk), despite
satisfactory IFC performance. And a satisfactory
outcome rating may be achieved even though IFC
did a poor job supervising the project.

1. Project Preparation

This rating should reflect evaluation of the extent
to which IFC has professionally executed its
front-end work in relation to the advisory proj-
ect. The project’s relevance is not considered an
indicator of IFC work quality, because it is taken
into account under the development effective-
ness dimension and should not be considered
twice; however, if the project required major
modification, the nature and extent of the mod-
ification should be considered here. It may in-
dicate poor front-end planning that should be
reflected in the rating or force majeure events
for which there should be no penalty. The ra-
tionale for the rating should indicate the basis for
the rating in such instances.

The materially deficient or particularly com-
mendable areas in IFC’s project preparation
should receive comments. Principal indicators
that should be considered include the following:

* To what extent were project objectives iden-
tified and indicators laid out that are specific,
measurable, attributable, realistic, and time
bound? Were baseline data collected and were
appropriate systems for ongoing monitoring
put in place?
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* To what extent were project risks identified
and mitigated appropriately?

* Was coordination with other partners and
stakeholders appropriate and sufficient? This
includes coordination with investment offi-
cers, World Bank staff, and others internal to
the World Bank Group, as well as those ex-
ternal to it. Particularly important here may be
the extent to which there was adequate co-
ordination with those involved in similar proj-
ects, either internal or external to IFC.

¢ Were appropriate knowledge sources tapped?

* How well were the terms of reference speci-
fied? Were clearly defined objectives set for the
Advisory Services with specified dates and
monitorable success indicators?

* Were environmental, social, health, safety,
gender, poverty, and social development as-
pects taken into account appropriately?

¢ Were cost recovery targets appropriate?

* Was attention to sustainability adequate?

The evaluation standards for project prepara-
tion and reporting are as follows:

Excellent: IFC’s front-end work could serve as a
best-practice example.

Satisfactory: IFC’s front-end work was of gen-
erally acceptable performance.

Partly unsatisfactory: There was a material short-
fall in front-end work.

Unsatisfactory: There were material shortfalls in
front-end work.

2. Project Supervision

IFC may not have a direct role in advisory proj-
ect implementation, but in any event, it always
has a supervisory oversight responsibility to ful-
fill if consultants or other partners are used to
implement the project. Principal indicators that
should be considered are as follows:

* Candor, timeliness, and quality of performance
monitoring;

¢ Extent to which required reports to donors
were on time and of acceptable quality;

¢ Extent to which IFC staff monitored well, iden-
tified problems early, and resolved them
quickly and appropriately;

* Maintenance of relations with clients and other
stakeholders and adequacy of coordination
with stakeholders, including continuing co-
ordination with investment officers, World
Bank staff, and others internal to the World
Bank Group, as well as those external to it;

* Timeliness of product delivery and product
quality;

* Role in ensuring transition arrangements in
staff turnover;

e Supervision of environmental, social, health,
and safety aspects, when applicable;

* Use of peer reviewers, as appropriate;

¢ Quality of M&E;

¢ Achievement of cost-recovery targets;

* Adequacy of attention to sustainability.

The evaluation standards for project supervi-
sion are as follows:

Excellent: IFC’s supervision could serve as a
best-practice example.

Satisfactory: IFC’s supervision was of generally
acceptable performance.

Partly unsatisfactory: There was a material short-
fall in IFC’s supervision.

Unsatisfactory: There were material shortfalls in
IFC’s supervision.

3. Project Implementation

IFC may or may not have a direct responsibility
for implementing one or more project compo-
nents. If IFC staff had direct responsibility for im-
plementing one or more project components,
this rating should be completed. Otherwise, “non-
applicable” should be checked. For example, fa-
cility staff may have been direct providers of
business development services to SMEs. In this
case, they would be the implementers, and this
dimension would be rated for them. Alternately,
facility staff may have contracted with a university
to develop and offer training. In this case, IFC has
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no implementation role and “nonapplicable”
would be checked. In complex projects, IFC may
be the implementer of one or more components
and supervisor of implementers for other com-
ponents of the project. Questions to be addressed
include the following: Were IFC-implemented
components completed on time and within
budget? Were they of adequate quality? What was
the extent of client engagement and ownership
of the project?

Principal indicators that should be considered are
as follows:

¢ Extent to which IFC component implemen-
tation was of adequate quality;

¢ Extent to which IFC staff took advantage of op-
portunities and surpassed expectations;

¢ Timely resolution of implementation issues;

* Timeliness of services/product delivery;

e Extent of client engagement and follow-up.

The evaluation standards for project imple-
mentation are as follows:

Excellent: IFC’s implementation could serve as
a best-practice example.

Satisfactory: IFC’s implementation was of gen-
erally acceptable performance.

Partly unsatisfactory: There was a material short-
fall in IFC’s implementation.

Unsatisfactory: There were material shortfalls in
IFC’s implementation.

Overall IFC work quality rating. Based on the
ratings of the two or three indicators, (a) proj-
ect preparation, (b) project supervision, and
(¢) project implementation (not always ap-
plicable), rate IFC’s overall work quality on a
four-point scale (excellent, satisfactory, partly
unsatisfactory, and unsatisfactory). The IFC work
quality rating can be no lower than the worst of
the indicators and no higher than the best indi-
cator. It is a synthesis rating and not a numeri-

cal average. The evaluation standards for over-
all IFC work quality ratings are as follows:

Excellent: TFC’s performance was exemplary.

Satisfactory: IFC’s performance was materially
up to a high professional standard.

Partly unsatisfactory: There was a material short-
fall in at least one area.

Unsatisfactory: There were shortfalls in several
areas or an egregious shortfall in one area that
led (or could have led) to a less than satisfactory
Advisory Services outcome or impact.

D. Consultant(s) Work Quality

Frequently, IFC uses one or more consultants to
perform the work. This rating should reflect eval-
uation of the extent to which the consultant(s)
professionally executed assigned responsibilities
in relation to the advisory project. If a project has
used multiple consultants, the rating should re-
flect the work quality of the principal consultant,
if there was one in that role. If there was no prin-
cipal consultant, the rating needs to be an aver-
age rating across consultants. Principal indicators
that should be considered are as follows:

* Extent to which the consultant(s) had the
right skills for the work to be done;

* Extent to which consultant(s) were responsive
to the terms of reference;

¢ Relations of the consultant(s) with clients and
other stakeholders and adequacy of coordi-
nation with stakeholders;

¢ Technical quality;

* Appropriateness of the recommendations;

* Readability and clarity of the written report;

* Timeliness of product delivery;

¢ Transfer of knowledge to local counterparts.

The evaluation standards for consultant work
quality are as follows:

Excellent: Consultant(s) work quality could serve
as a best-practice example for others.
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Satisfactory: Consultant(s) work quality was of
generally acceptable performance.

Partly unsatisfactory: There was a material short-
fall in the consultant(s) work quality.

Unsatisfactory: There were material shortfalls in
the consultant(s) work quality.

E. Partner(s) Work Quality

There are often others in addition to IFC staff and
consultants whose work quality is critical to the
success of the advisory project. These partners
may be other donor organizations or non-
governmental organizations. They may be the
clients, such as in a project to build business as-
sociations. A key partner will often be a gov-
ernment ministry or other official, even though
they may not be the direct service beneficiaries.
In these instances, measure can be taken of the
extent of the partner’s interest in and ownership
of the project and the extent to which the part-
ner’s expected contribution was forthcoming.
The rationale for the rating needs to identify
whom (e.g., company or governmental ministry)
is being rated in this category.

The evaluation standards for work quality are as
follows:

Excellent: Partner(s) demonstrated strong own-
ership of the project; partner(s) contribution

substantially exceeded expectations and/or was
essential for the project.

Satisfactory: Partner(s) demonstrated commit-
ment during project implementation; partner(s)
contribution was fully in line with expectations.

Partly unsatisfactory: Partner(s) demonstrated
moderate interest in the project; there was a
substantial shortfall in partner(s) contribution.

Unsatisfactory: Partner(s) demonstrated low
interest in the project throughout its life; ex-
pected contribution from the partner(s) was not
forthcoming.

Il. Lessons Learned

Lessons that might be helpful to others doing
similar advisory projects—at a minimum, one—
should be identified. Lessons should focus on
how IFC can improve development effective-
ness and IFC work quality of its advisory projects.
The lessons may be positive (things that worked
and should be repeated) or negative (mistakes
that should be avoided). Lessons should be writ-
ten in a three-part format:

* What did we expect to happen?
* What actually happened and why?
* Lessons for future advisory projects.
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APPENDIX D. PEP-ECA MONITORING AND EVALUATION SYSTEM

Each project is required to develop an impact
matrix, with the exception of basic feasibility stud-
ies and selected donor-funded projects, which
have a different matrix requirement. The senior
operations manager and impact assessment offi-
cer develop a first draft of the matrix during the
project design stage. Once the project manager
is on board, the draft is shared with him or her,
updated, and assigned specific numerical targets.

The impact assessment matrix is complemented
by a monitoring tool (usually attached as a sec-
ond window to the same Excel file) developed
jointly by the impact assessment officer and proj-
ect manager. The monitoring tool contains spe-
cific data presented according to the indicators
specified in the matrix as well as timeframe,
method of information collection, and often
those responsible for collection.

Each project manager is in charge of updating the
monitoring tool on a regular basis (usually ac-
cording to donor reporting requirements, that is,
quarterly or semiannually). Data are collected

Figure D1. A Results-Based Approach

using project records, occasional client interviews,
surveys, and pre- and postevaluations. Results are
reported in interim and final reports to donors.

On some occasions, PEP-ECA or the donor may
initiate a mid-term or final evaluation for a proj-
ect. These evaluations can be internal or use ex-
ternal consultants. In each case, the senior
operations manager responsible for the project
must agree to the evaluation plan and the budget
with the impact assessment officer, project man-
ager, and the donor. So far, external evaluations
have been conducted on the following five proj-
ects: Georgia Business Development Project
(Canadian International Development Agency),
Information and Communication Technologies
Connector Project, Northwest Russia Forest
Investment project, Russia Far East Business De-
velopment Program, and Ural Leasing Develop-
ment Project.

The impact assessment matrix is based on the
results-based management framework (see fig-
ure D1) that PEP-ECA developed in 2001.

What is the problem we are solving?

Goal > ¢

How will
we solve it?

Source: IFC.

-
Outputs

Have we
Succeeded?

81






APPENDIX E.

MACROECONOMIC CONDITIONS IN THE COMMONWEALTH

OF INDEPENDENT STATES

Most PEP-ECA countries experienced
high economic growth rates from 1999
to 2005.

Since 1999, growth of gross domestic prod-
uct in the CIS region bas been bigher than
the overall ECA region and bhigher than
other developing countries (see figure E1).
Markets in most CIS countries benefited from in-
creased demand from Russia’s expanding econ-
omy.! Thanks to internal structural reforms
undertaken in these neighboring CIS countries,
the markets were able to respond to expanded
Russian demand with increased levels of out-
put and production. The annual average growth
from 1998 to 2005 in middle-income CIS coun-
tries (8 percent) was slightly higher than in the
low-income countries (6 percent). Growth in
middle-income countries was particularly strong
from 2000 to 2005: an annual average of 10 per-
cent. At the same time, average wages increased
sharply in the region, particularly among low-
income countries of the CIS, where real wages
have nearly doubled since 1997.

High growth prompted several CIS coun-
tries to graduate from being low income
to middle income during 2000 to 2005 (Ar-
menia, Azerbaijan, Georgia, and Ukraine);
whereas the Russian Federation graduated from
middle income to high income (see table E1). For
most CIS countries, rapid growth has also trans-
lated into higher employment to population ra-
tios in the period.

According to a recent World Bank study, the
resurgence of growth has been a major
driver in poverty reduction in the region.
From 1998 to 2003, the Bank estimated that more

than 40 million people moved out of poverty.
Decreases in poverty during this period occurred
particularly in middle-income CIS countries (Kaza-
khstan, Russian Federation, and Ukraine), but
also in low-income CIS countries (Armenia, Geor-
gia, Kyrgyz Republic, Moldova, and Tajikistan),
where despite these recent declines, the pro-
portion of people living in poverty is still high.

Reforms undertaken by CIS countries had
a modest effect on improving investment
climates.

A general trend existed in CIS countries to un-
dertake reforms and improve climates in the pe-
riod in which evaluated PEP-ECA projects were
active. As a region, the CIS compared relatively well
with other regions in terms of improving invest-
ment climates. Yet the pace and degree of im-
provement varied from country to country from
1998 to 2005; some countries went back and forth.
Improvements in investment climate conditions
are most notable according to the Institutional
Investor Country Credit Risk Rating indicator,
which is typically more volatile than the Heritage
Index of Economic Freedom and International
Country Risk Guide indicators (see figure E2 and
table E2). According to the latter two indicators,
improvements were less notable; lower middle-in-
come CIS countries showed an upward, yet mod-
est improvement in the Heritage score from 2001.

The Heritage Foundation and Wall Street Journal
Index of Economic Freedom (Heritage Index)
tracks 164 countries. Although the index method-
ology has recently been revised, this report uses
the previous methodology, which comprises 10
groupings or subindexes: freedom of trade, fiscal
burden of government, government interven-
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Figure E1. Income Growth Rates in the Commonwealth of Independent States

Outpaced the Rest of the ECA Region and World Averages

Percent
ol

1998 1999 2000 2001 2002 2003 2004 2005

e (0[S Rest of ECA All other developing countries

Source: Alam and others (2005).

Table E1. Commonwealth of Independent States Country Income Groups,

1998-2005

1998 1999 2000 2001 2002 2003 2004 2005
Armenia LIC LIC LIC LIC LMC LMC LMC LMC
Azerbaijan LIC LIC LIC LIC LIC LMC LMC LMC
Belarus LMC LMC LMC LMC LMC LMC LMC LMC
Georgia LMC LIC LIC LIC LIC LMC LMC LMC
Kazakhstan LMC LMC LMC LMC LMC LMC LMC LMC
Kyrgyz Republic LIC LIC LIC LIC LIC LIC LIC LIC
Moldova LIC LIC LIC LIC LIC LIC LIC LMC
Russian Federation LMC LMC LMC LMC LMC LMC umc umc
Tajikistan LIC LIC LIC LIC LIC LIC LIC LIC
Turkmenistan LIC LIC LMC LMC LMC LMC LMC LMC
Ukraine LMC LIC LIC LIC LMC LMC LMC LMC
Uzbekistan LMC LIC LIC LIC LIC LIC LIC LIC
Low-income group
if GNI per capita is: <760 <755 <755 <745 <735 <765 <825 <875

Source: World Bank Group data.

Note: LIC refers to low-income country, LMC to lower middle-income country, UMC to upper middle-income country, and GNI to gross national
income.
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Figure E2. Commonwealth of Independent States Investment Climate Conditions Improved

since 2000

Heritage Index Comparison

20 4 (using yearly income group)
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=
= ————— = 3
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S
= 08 —
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2.0 — Institutional Investor Country Credit Risk Rating Comparison
18 — (Using yearly income group)
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©
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20 - International Country Risk Guide Ratings Comparison
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Source: Data come from the Heritage Foundation (http://www.heritage.org/research/features/index/), Institutional Investor Magazine (http://old.institutionalinvestor.com/default.asp?page=10),
and the PRS Group (http://www.prsgroup.com/ICRG.aspx).

Note: LICs means lower-income countries, and LMCs means lower middle-income countries. The three charts show changes in the indexes compared with the base year (2000); increasing val-
ues correspond to improving or lower risk conditions; increasing values for Heritage Index ratings normally indicate deteriorating or more risky conditions, but these have been reversed for this
chart.
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tion, monetary policy, foreign investment, bank-
ing and finance, wages and prices, property rights,
regulation, and black markets. The composite
index rates on a scale of 1 to 5, with 1 as the best
score in terms of openness and favorable business
climate and 5 the worst. For this report, how-
ever, the Heritage Index was reversed to present
1 as the least free economy and 5 as the most free
in order for the index to be comparable with the
Institutional Investor Country Credit Risk Rating
and International Country Risk Guide.

The Institutional Investor Country Credit Risk Rat-
ing, produced by Institutional Investor Maga-
zine, measures country sovereign risk (the risk of
government default of its foreign debts). Seventy-
five to 100 leading banks provide data for these rat-
ings or scores, which grade each country on a
scale of 0 to 100; 100 represents the least chance
of default. IEG-IFC’s evaluation practice considers
a rating of less than 30 an indicator of relatively
high-risk business climate for a country.

The International Country Risk Guide, produced
by the PRS Group, comprises 22 variables with
separate indexes for three subcategories of risk—
political, financial, and economic—for 140 coun-
tries. The total risk points for each risk category
are further combined according to a formula to
produce a composite risk rating for the country
in question. In every case, the higher the num-
ber of risk points awarded, the lower is the per-

ceived risk; whereas the lower the number of risk
points awarded, the higher is the perceived risk.

The Fraser Institute Overall Score, also included
in table E2, is a composite of size of government,
legal structure and security of property rights, ac-
cess to sound money, freedom to exchange with
foreigners, regulation of credit, and labor and
business.

Private investment has increased, hut
domestic credit has been lower in the
CIS than other regions.

Improving investment climates during the
period of evaluation belped private in-
vestment to expand (both foreign direct in-
vestment and domestic credit to the private
sector) at rates slightly bigher than gross
domestic product expansion in most coun-
tries. Yet compared with other regions, private in-
vestment levels remain low. Using yearly income
groups, the CIS middle-income and low-income
countries had domestic credit to the private sec-
tor, compared with gross domestic product, of
14.4 percent and 10.7 percent, respectively, on
average during 2000-05, which was lower than
every other region. Gross private investment in
lower-income CIS countries was only 13.7 per-
cent of gross domestic product, compared with
20.6 percent of gross domestic product in the
middle-income CIS countries (table E3).

Table E3. Private Investment and Bank Lending to the Private Sector, 2000-05

(average percent of gross domestic product)

FDI Domestic credit to
(net inflows) private sector GFCF (private)
Low-income CIS countries 49 10.7 13.7
Middle-income CIS countries 6.4 14.4 20.6
Rest of Europe and Central Asia 47 30.0 19.9
Sub-Saharan Africa 39 18.1 12.1
Asia and Pacific 19 448 18.1
Latin America and Caribbean 41 38.1 15.3
Middle East and North Africa 1.5 43.6 13.1

Source: World Bank Development Data Platform and World Development Indicators Central Database, September 2006, and World Bank (2006b).

Note: FDI is foreign direct investment; GFCF is gross fixed capital formation.
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APPENDIX F.  LESSONS LEARNED

This appendix summarizes generic and product
line-specific lessons learned from PEP-ECA proj-
ects with implications for other IFC Advisory
Services.

Generic Lessons

Development effectiveness is best served
when advisory projects are tailored to spe-
cific in-country conditions. Adaptation of
projects within business lines to (a) existing macro-
economic and investment climate conditions, (b)
government willingness to adopt reforms and
level of partner commitment as well as (c) pres-
ence of vested stakeholder interests contributes
to achieving optimal project development out-
comes. Important pre-project market and needs
assessments enable those who are designing ad-
visory projects to identify effective partners and
to assign deliverables appropriate to client ab-
sorptive capacity and conditions in the field.

A comprebensive public relations and in-
Jormation dissemination platform belps to
drive optimal development outcomes. Dis-
semination campaigns serve a twofold purpose: (a)
provide education and (b) raise awareness among
stakeholders and market participants of market
conditions and key reform requirements. The two
aspects play an equally important role in helping
to motivate change by drawing attention to the
needed reforms and providing relevant informa-
tion to decision makers and the public. IFC advi-
sory projects can play a valuable role in advancing
private sector development reforms by address-
ing gaps in knowledge with respect to an alter-
native financial instrument (e.g., a leasing product)
or a change in tax regulation, law on permits, or
SME inspections. Disseminating findings in the

local language, providing practical easily accessi-
ble examples, and clear recommendations moti-
vate and empower stakeholders to implement
reforms based on knowledge and expert advice.

Appropriate and clearly defined M&E objectives
are essential for measuring performance of ad-
visory projects and facilitating delivery of inter-
ventions as a means of achieving development
objectives. Identification of suitable M&E indi-
cators provides a basis for project implementers
to focus on achieving desired development out-
comes and impacts. Benchmarking of indicators
enables advisory projects to (a) track progress
toward goal achievement (i.e., effectiveness of
Advisory Services) and (b) measure resource uti-
lization and efficiency against performance.

Effective project exit strategies belp to
promote ongoing outcomes and sustain-
able development impact after project clo-
sure. As part of advisory projects, sustainability
can be enhanced by building local capacity and
leveraging existing institutions, including leasing
or trade associations, business centers, consult-
ing or advisory firms, and universities. Many suc-
cessful advisory projects were able to perpetuate
activities after closure through early identifica-
tion of local partners or stakeholder organiza-
tions, which became responsible for knowledge
transfer and in some cases were the recipient of
relevant project documents, training materials,
and activities after IFC project closure.

Successful leveraging of IFC institutional expert-
ise and hiring of outside expert consultants in con-
junction with using local staff familiar with the
language, customs, and cultural milieu put IFC in
an advantageous position to deliver value-added
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Advisory Services. IFC role and contribution in-
cludes not only its status as a credit-granting
institution, but also its in-house expertise in core
areas of competence, particularly relevant for
projects in the area of financial markets, corporate
governance, and industry-specific linkages and
sector development.

Product Line Lessons

Corporate Governance

In countries where powerful minority in-
terests retained or acquired control of a
majority stake in key companies, it can be
very difficult to pass corporate governance
enabling environment reforms. Absent a
willingness and broad commitment by gov-
ernment and firms to corporate governance
reforms—the latter due to vested interests and
the former due to a focus on manufacturing and
production as the main priority—Advisory Ser-
vices efforts to advance corporate governance can
become sidelined.

Surveys show that the single greatest mo-
tivating factor bebind firm adberence to
good corporate governance policies and
practices is the need to comply with gov-
ernment regulation and to avoid incurring
Sfines. As such, reform components of corporate
governance projects are nonetheless critical,
even if difficult and/or challenging to implement.

Given the challenges of introducing im-
proved corporate governance policies and
practices, a strategic and pragmatic ap-
proach to projecting components and their
sequencing is warranted. Corporate gover-
nance project design and component sequenc-
ing, which reflects a realistic assessment of vested
stakeholders interests and combines regulatory
work with direct firm-level assistance, can en-
hance favorable outcomes. Engaging a broad
range of government stakeholders early in the
project life makes sense, as does coordination of
Advisory Services activities with other donors
whose interests are similarly aligned. When it is
not feasible to pass new legislation due to political

realities, IFC should be flexible in its approach
to work with other government agencies and
regulators to move forward with needed changes.
Otherwise, embarking on legal reform should
emphasize the following:

* Careful sequencing of project activities, in-
cluding timing the introduction of lobbying
efforts and determining if pre-lobbying edu-
cation needs to take place.

* Ensuring project teams have appropriate tech-
nical and communication skills to lead an ef-
fective policy advocacy and lobbying effort.

¢ Identifying champions among politicians and
influential people interested in being respon-
sible for taking the lead in corporate gover-
nance reforms. Corporate governance reforms
can span government agencies, and more than
one champion may need to be cultivated. En-
courage them to take initiative and ownership
for leading corporate governance reform efforts.

* Working closely with high-level staff at the
World Bank Group (IFC or World Bank resi-
dent representative or director) to leverage
their assistance and access those in power for
more effective policy dialogue.

* Building alliances with other donors and major
stakeholders with similar objectives.

Changing local mind sets to incorporate
good corporate governance practices
takes a long time and requires signifi-
cant financial resources; thus, during the
project approval phase, careful consideration of
whether the client base (government and firms)
is committed to implementing the needed re-
forms is important to determining the likely ef-
fectiveness of Advisory Services and success of
development outcomes. Timing is also important;
corporate governance project implementation in
ECA, which coincided with privatization or began
shortly thereafter, had a better chance of chang-
ing behaviors and attitudes before bad habits
set in. Due to the subtle and complex nature of
corporate governance interventions, a high de-
gree of project selectivity coupled with a mini-
mum commitment of time and money would
best serve IFC objectives to improve corporate



governance policies and practices in transition
economies.

For enbanced project sustainability and
Jormulation of exit strategies, local mar-
ket and stakebolder assessments should be
made early on to best structure project ac-
tivities and work programs regarding
these objectives. For example, relevant stake-
holder willingness to continue corporate gov-
ernance activities and knowledge transfer after
project completion should be gauged. Also, from
early on, the pricing of Advisory Services sends
an important market signal on the intrinsic value
of the service being provided, offset by market
demand and affordability to targeted clients. It
is often necessary to rely on expatriate consult-
ants who have expertise in corporate gover-
nance consultation, advisory services, and
training to build capacity initially; however, build-
ing local capacity and demand for corporate gov-
ernance advisory services, such as consultancy
firms, financial institutions, and investors, helps
good corporate governance practices to reach a
critical mass of firms more quickly and helps
strengthen prospects for sustaining ongoing cor-
porate governance activity in the future.

Leasing

Leasing advisory projects are strategically
relevant for IFC (financial markets de-
velopment, SME access to finance, poten-
tial for investment demonstration effect,
and so on); yet one size does not fit all. 1cas-
ing market penetration largely depends on pre-
existing market conditions, such as financial
sector reform, financial sophistication or credit
culture, as well as adherence to the rule of law
and a reliable judicial system. Absent these pre-
conditions and others, the benefits of standard
IFC leasing advisory projects and the ability to at-
tract investment to the sector may be limited. As
such, leasing project designs may need to offer
a wider range of advisory projects to best suit the
needs of individual countries and markets.

Given its more narrow focus, leasing in
particular would benefit from the early
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identification of a champion, preferably a
like-minded stakebolder who bas political
connections and is able to drive a reform
initiative through parliament. Formation of
a stakeholder group to share responsibilities for
advocacy, information dissemination, and con-
sensus on reforms recommended to the gov-
ernment would also enhance implementation
prospects. As with any advisory project that ad-
dresses gaps in the enabling environment, a strate-
gic approach to drafting and passage of legal and
regulatory reforms is essential for success in re-
form of the leasing market.

Leasing sector development may offer an
ideal sector for integrating IFC invest-
ment and advisory products and serve as
a model for other sector-level integration
strategies. Once Advisory Services have helped
promote legal and regulatory reform to improve
the investment climate and knowledge of a new
financial product such as a leasing instrument has
been transferred, IFC has the means to provide
financial sector liquidity and ongoing Advisory
Services to potential lessors and lessees. A pos-
itive demonstration effect from deepening of fi-
nancial markets due to both successful reform
efforts and follow-on investment is expected to
occur in neighboring markets, as well as among
financial institutions in the same market.

Business Enabling Environment

Close coordination with other donors and
stakehbolder groups may belp PEP-ECA to
maintain a market niche, avoid overlap
in work, and enbance project results. IFC,
one of many advisors to governments and firms,
succeeded more frequently where it played a
unique role, attempted to avoid duplicating the
efforts of others, and leveraged others’ activities.
Development outcomes were enhanced when
IFC coordinated its activities with international
financial institutions and donors, which had a sig-
nificant local presence and common objectives.
When deciding to conduct surveys, PEP-ECA
should focus on strategically defining its value
added not only at project initiation, but on an
ongoing basis, because country situations can
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evolve quickly. Also, defining a market niche is
especially important in countries where PEP-
ECA surveys have been going on for years. Bet-
ter coordination with the World Bank Group
and other donors can help avoid duplications and
may offer opportunities for piggybacking.

Depending on country situations, a com-
bination of think tank and focused reform
agenda approaches to BEE projects may en-
bance IFC’s value added in promoting re-
Jorms. Although both models have strengths
and weaknesses, some mix or hybrid of think
tank and focused approaches might increase
IFC’s value added to improving investment en-
vironments. The think tank project structure
gives the team more flexibility and opportunity
to be more responsive and proactive in address-
ing the emerging challenges, whereas the fo-
cused model pursues a more targeted, in-depth
reform agenda in a specific regulatory area. Some
form of hybrid model might help to fill a gap
that often occurs in some client countries—that
is, each donor works on its own specific area,
which is part of a larger framework for activity and
is limited in its ability to respond quickly to a
changing business environment and opportuni-
ties for reform that may arise.

The right mix of local professionals with
international expertise can drive positive
development results in the field. Hiring ded-
icated local experts with credibility and strong
local networks is critical for building support
among stakeholders and implementing the re-
form agenda. In countries with a highly compli-
cated legal environment, having a strong local
legal team is simply a must. The project team ca-
pacity may be enhanced even more if combined
with relevant international expertise, which might
fill the skills gap and assist in building local
knowledge. International experts from coun-
tries that recently experienced similar transfor-
mation challenges are especially valuable. The
implementation of the decentralization strategy
(global and local) may enable easier access to sec-
tor expertise. IFC should build the field-based
knowledge; yet IFC will need to ensure that its

global knowledge is not lost, but rather develops
based on enhanced country and client focus.

Linkages

A critical success factor in supply chain
linkages projects is the alignment of in-
terests and incentives between the IFC
project and the international sponsor com-
pany, local client company, or agricul-
tural producer. In an optimal scenario, an
alignment of interests occurs when there is a
pre-existing supply chain that requires strength-
ening, as in the case of Campina Dairy and
Ukraine Agribusiness, as opposed to one that is
nonexistent or missing a key element. Develop-
ment impact and investment outcomes on sup-
ply chain linkages projects fell short of
expectations when the sponsor company pulled
out, an IFC investment fell through, and provi-
sion of Advisory Services approved a poor sub-
stitute for lack of commercial viability. Supply
chain projects dependent on market distortions
are more likely to fail as well.

Assuming that stakebolder interests are
aligned, the success of supply chain linkages
projects relies on provision of expert advice
and consultation to local client companies
or agricultural producers. Delivery of ap-
propriate Advisory Services, including training in
international quality standards, introduction of
best practices, implementation of management in-
formation systems and links, and matching to
trade and investment partners, enables companies
to improve their competitive position and strive
to meet global market demands. Project advisors
and trainers who have both the expertise and the
belief that achievement of development objec-
tives is possible are the most effective at trans-
ferring skills and knowledge to clients and
stakeholders.

IFC bas the potential to play a unique role
in supply chain linkages projects. On the
one hand, IFC can provide both Advisory Services
and investment in a complementary fashion and,
on the other, it can be an honest broker among
relevant stakeholders, given its credible expert-



ise, perceived neutrality, and ability to take a fi-
nancial stake. The role of honest broker arises
in supply chain development projects in highly
fragmented sectors, such as in agriculture, where
stakeholders are dispersed and their interests
may not be well represented, or when technical
or educational levels are low. IFC has been ef-
fective in articulating and advocating for stake-
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holder interests with the government, while de-
livering valuable practical training and augmen-
tation of skills. The combination of IFC’s unique
institutional features has enabled it to help pro-
mote private sector development by addressing
enabling environment issues in tandem with
technical concerns and providing investment,
where opportunities exist.
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APPENDIX G. DEFINITIONS OF EVALUATION TERMS

INVESTMENT OPERATIONS

Company

Investment

Operation

Project

The entity implementing the project and, generally, IFC’s
investment counterpart. For financial markets operations,
company refers to the financial intermediary (or fund mana-
ger) as distinct from its portfolio of IFC-financed subproject
companies.

IFC’s financing instrument(s) in the evaluated operation: loan,

guarantee, equity, underwriting commitment, and so on.

IFC’s objectives, activities, and results in making and admin-
istering its investment.

The company objectives, capital investments, funding pro-
gram, and related business activities partially financed by the
IFC investment selected for evaluation.

For example, through an operation IFC provided $55 million for the comparzy’s $100 million cement
manufacturing expansion project in the form of a $20 million A loan, a $30 million B loan from com-
mercial banks, and a $5 million equity investment.

Financial
markets projects

Nonfinancial
markets projects

NON-INVESTMENT OPERATIONS

Outputs

Outcomes

Impacts

All projects in which the company is a financial intermediary
or financial service company, including agency lines and pri-
vate equity investment funds.

All other projects; sometimes referred to as real sector projects.

(Advisory Services include all advisory project components)

Immediate deliverables of the advisory intervention, for ex-
ample, diagnostic reports and training manuals.

Changes in knowledge, behaviors, and attitudes as a result of
an intervention. They are usually short-term or medium-term
effects (e.g., passage of a law).

The consequences, often but not always long-term effects, re-
sulting from an intervention. They may be positive or nega-
tive, intended or unintended.
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For example, an advisory operation recommended that the country amend the leasing law to incor-
porate best practice in similar markets in the region. The outcome was that the country amended
the leasing law in accordance with the recommendation. The impact was that the leasing industry
became attractive to potential sponsors as evidenced by new companies that were established fol-
lowing amendment of the leasing law.

Independent The Independent Evaluation Group, an independent unit

Evaluation Group within the World Bank Group, evaluates the relevance and im-
pact of the Bank Group’s support to developing countries for
reducing poverty and improving people’s lives in sustainable
ways. IEG is headed by the Director of General Evaluation, who
oversees the work of three units: IEG—World Bank, which eval-
uates International Bank for Reconstruction and Develop-
ment and International Development Association support;
[EG-IFC, which evaluates Bank Group activities focusing on con-
tributions to private sector development and strengthening the
business climate; and IEG-Multilateral Investment Guarantee
Agency, which evaluates the impact of Bank Group political risk
guarantees and technical assistance intended to improve for-
eign direct investment in developing countries.

World Bank Group The World Bank Group includes the International Bank for Re-
construction and Development (often referred to as the World
Bank), International Development Association, IFC, and Mul-
tilateral Investment Guarantee Agency.

Frontier countries If a country meets the criteria of being high risk (Institutional
Investor Country Credit Risk Rating of less than 30) and/or low
income (gross national income of less than $826 per capita as
of 2004, using the Atlas method), IFC classifies it as a frontier
country. Frontier countries accounted for around 15 percent
of gross domestic product in 2005 (based on IFC [2007]).



ENDNOTES

Executive Summary

1. Unless otherwise noted in this report, all dollar
amounts are U.S. dollars.

2. PEP-ECA linkages projects included in this study
attempted to (a) develop a supply chain linkage be-
tween a set of suppliers and a processor, (b) promote
business development and investment linkages among
a target group of investors (e.g., promote investment,
outsourcing, or trade), and/or (¢) promote both Advi-
sory Services and financing in support of building link-
ages between suppliers and processors via a single
institution (e.g., provide advice to suppliers to im-
prove quality of production and volume for processors
as well as access to finance, including leasing, for
needed equipment upgrades and working capital for
farmers). See chapter 3 for more details.

Chapter 1

1. The cut-off date of the review for PEP-ECA was
2005, yet the report has updated all IFC data until
2007. The report attempts to include information on
changes in PEP-ECA since 2005, namely, in impact as-
sessment, cooperation with the World Bank, and proj-
ect structures.

2. IEG reviewed all PEP-ECA projects except the fol-
lowing eight studies: Azerbaijan Technical Assistance Di-
agnostic Project, Energy Efficiency Investment Study,
IFC Leasing Best Practice Manual, Russia Banking Sec-
tor Corporate Governance Study, Russia Private Sector
Higher Education Study, Russia Waste Gas Utilization
Feasibility Study, Ukraine Banking Sector Corporate
Governance Study, and Uzbekistan Dairy Sector Sup-
ply Chain Study (phase 1).

3. IFC’s fiscal year ends on June 30.

4. One of the projects evaluated in this group,
Ukraine Business Development Project (1994-2001) was
clearly a pre-PEP-ECA project that was explicitly zot
considered a replicable model for SME development ini-

tiatives under PEP Nonetheless, this project was eval-
uated for learning purposes, given that IFC engages in
similar wholesale SME consulting projects in other
regions.

5. Similarly, Advisory Services operations with two
or more donors that resulted in multiple assignments
were combined in one evaluation report.

6. IFC (2005, 2004a) as well as SME Department
reviews on toolkits, linkages, leasing, and corporate
governance.

7. This IEG-IFC review did not include a rigorous
evaluation of the technical quality of analytical diag-

nostics and reform solutions in the projects.

Chapter 2

1. Frontier countries are defined by IFC as either low
income (as defined by the World Bank) or high risk
(with an Institutional Investor Country Credit Risk Rat-
ing of 30 or below).

2. The sharp increase between FY 2005 and FY 2006
is largely attributable to the establishment of PEP-Africa.

3. According to an internal IFC report, these proj-
ects resulted in privatization of 200,000 service and
manufacturing enterprises, collective farms, and un-
finished construction sites.

4. Advisory Services in the CIS include regional Ad-
visory Services (also PEP-ECA), the Technical Assis-
tance Trust Funds, Foreign Investment Advisory Service
(FIAS), Capacity Building Facility, and Private Sector Ad-
visory Privatization Policy and Transactions, now Cor-
porate Advisory Services.

5. Other nonregional programs managed the re-
maining $15 million; these included FIAS, Technical As-
sistance Trust Funds, Capacity Building Facility, and
Private Sector Advisory Privatization Policy and Trans-
actions, now Corporate Advisory Services.

6. This proposed dual funding structure differed
from the pre-PEP-ECA arrangement, which allocated 10
percent of all project-level donor funds to supporting
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overhead and general management of the IFC’s Advisory
Services program in Eastern Europe and Central Asia.

7. IFC approved the increases in PEP-ECA funding
based on PEP-ECA’s success without any formal, com-
prehensive, and independent evaluation.

8. Assessing these objectives is beyond the scope of
this evaluation.

9. PEP-ECA’s annual budget approved by the Board
of Directors for FY 2007-11 was $6.1 million, of which
$5.1 million is core funding and nearly $1 million is for
innovations and exporting expertise. All other phases
of PEP-ECA were done with no real budget increase, that
is, the budget increased from year to year only by the
applicable rate of inflation.

10. Note that chapter 5 discusses the gap between
combined IFC and donor commitments ($128.7 million
in FY 2001-06) and actual PEP-ECA expenditures ($74.4
million during the same period) in more detail.

11. SME development and FDI promotion—the pri-
mary objectives stated in the 2000 PEP-ECA Board
paper—were expanded in 2001 to include improving
business enabling environments, as well as both foreign
and domestic private sector investment, which ex-
panded the 2000 objective of FDI promotion.

12. IFC, “IFC’s Private Enterprise Partnership,” avail-
able at http://www.ifc.org/ifcext/about.nsf/content/ TAAS.

Chapter 3

1. IEG project preparation ratings considered learn-
ing and adaptation of product line rollout to specific
country conditions to be important aspects. Ratings
given for project preparation in experimental or first-
of-a-kind projects rewarded innovation and appropri-
ateness of basic design to local conditions, whereas
ratings on the third or more rollouts of a proven stan-
dard project expected project preparation to reflect les-
sons learned from other similar projects and local
country conditions in its adaptation of the basic core
project. Please also see box 4.1 for specific examples.

2. Less than satisfactory project preparation ratings
were assigned for six reasons: (a) insufficient needs as-
sessments, in which main issues of projects and target
markets were not appropriately identified and/or ad-
dressed (8 projects), (b) lack of risk assessment and/or
proposed mitigations in initial project documents (9
projects), (¢) replication of standard projects not suf-
ficiently adjusted for local country conditions or re-
flected in lessons learned (5 projects), (d) insufficient

and in many cases no measurable target outcomes and

impacts (8 projects), (e) vague work programs and
deliverables (3 projects), and/or (f) material short-
comings in project structure or design (10 projects).

3. For purposes of comparability with PEP-ECA, the
percentages of outcome and impact success rates for
investment climate report projects evaluated include
only projects for which ratings were assigned and ex-
clude projects for which no opinions were possible. Be-
cause the investment climate report included projects
for which no opinion was possible in the denominator,
the satisfactory or above outcome achievements re-
ported were 46 percent and impact achievements were
only 29 percent.

4. IFC Advisory Services staff prepare self-evaluations
of Advisory Services at project completion (in the form
of project completion reports) and are intended to
state (and give supporting evidence of) the actual and
intended results through a results-based approach.

5. For many project completion reports (PCRs),
IEG did not find adequate information to assess the de-
velopment effectiveness rating; of the total 171 Pilot I
PCRs, 45 projects could not be rated for development
effectiveness. Similarly, IEG had difficulty assessing im-
pacts of 110 project Pilot I PCRs, largely due to ab-
sence of baseline data; lack of measurable indicators;
insufficient description; confusion among impacts, out-
comes, and outputs; and insufficient passage of time.

6. The less than satisfactory IFC role and contribu-
tion rating was assigned because the strong presence
of a bilateral donor in the project that was not perceived
as neutral compromised and effectively limited the
project’s ability to advocate reforms. Otherwise, despite
the lackluster reform agenda performance, the project
successfully achieved most investment promotion
objectives.

7. Note that FIAS does not offer Advisory Services
without government commitment. A minister-level in-
vitation to initiate a project and some form of financial
or in-kind contribution is a prerequisite for FIAS
activities. Given changes in governments and reform
priorities over time and inter—-government agency dif-
ferences, however, government commitment cannot be
assured for the life of a project and throughout the
period required to implement reforms.

8. One of the satisfactory ratings was preliminary,
given the recent closure of that project.

9. The IFC SME Department approach to linkages
projects differs in that when IFC investments are, in the
end, not pursued, dropped, or even cancelled after



Board approval, corresponding linkage advisory proj-
ects are cancelled. SME Department—defined linkages
projects do not start until drawdown of the IFC loan.
Through experience, the SME Department has found
that using the IFC investment as an incentive is an im-
portant aspect of motivating changes and aligning in-
centives: the advisory intervention needs to be able to
influence the project. This is consistent with IEG eval-
uation findings, which emphasize the need for aligned
partners incentives and strong partners commitment.

10. Note that projects with a narrow focus on ben-
eficiaries did not receive lower development effective-
ness project ratings because of the narrow focus. Lower
project ratings were assigned, for the most part, because
these projects did not achieve intended expected ob-
jectives (outcomes and impacts) for the project.

11. In countries that were not reform oriented,
such as Belarus and Uzbekistan, the impact of PEP-
ECA contributions on improving investment climate
conditions was less pronounced. For example, even
though changes in legislation were made in Uzbek-
istan (outcomes achieved), the overall impact in terms
of improving investment climate was less significant. Al-
though efforts to streamline inspections in Uzbekistan
did not have a significant impact on the overall busi-
ness environment, given the local context, the small suc-
cesses achieved were important in demonstrating that
tangible changes are possible and can make a difference.
Similarly in the area of leasing, despite important im-
provements made in the leasing legislation (outcome)
in Uzbekistan, the actual growth of the leasing market
(impact) was not dramatic and IFC was not able to fol-
low up with an investment, due largely to the pro-
nounced dominance of the state in the economy and
lack of currency convertibility.

12. Michael Porter is currently the Bishop William
Lawrence University Professor, based at Harvard Busi-
ness School, where he leads the Institute for Strategy
and Competitiveness.

13. Without PEP-ECA involvement, similar activities
might have been undertaken by others, but evidence
exists in some instances that others might not have been
as effective. For example, without PEP-ECA projects, the
governments of Georgia, Kazakhstan, Kyrgyz Republic,
Russian Federation, Tajikistan, and Uzbekistan would
likely not have recognized the need for changes in the
legal and regulatory environment in the area of leasing
in such a short period. Although some portion of
changes made and resulting impacts would likely have

occurred at some point, stakeholders interviewed in-
dicated that the PEP-ECA leasing projects appear to
have sped up the process of leasing reform in those
countries. Regarding BEE projects, SME surveys con-
ducted by PEP-ECA in Georgia, Tajikistan, Ukraine, and
Uzbekistan might have been carried out by other
donors; however, those survey results and reports
might not have been disseminated as widely in local lan-
guages and proactively promoted.

14. The main donors in the CIS region included the
U.S. Agency for International Development, Swiss State
Secretariat for Economic Affairs, Canadian International
Development Agency, Gesellschaft fiir Technische
Zusammenarbeit (Germany), Swedish International
Development Cooperation Agency, Finpro (Finland),
Netherlands Development Finance Company, and De-
partment for International Development (United King-
dom). Other donors included the Asian Development
Bank, European Bank for Reconstruction and Devel-
opment, Technical Aid to the Commonwealth of Inde-
pendent States (European Union), and other parts of
the World Bank (see chapter 4 for discussion on PEP-
ECA coordination within the World Bank Group).

15. PEP-ECA projects attempted to coordinate activ-
ities with other donors and international agencies
through communiqués or formation of working groups,
particularly focused on promoting legal and regulatory
reforms requiring government dialogue and policy ad-
vocacy. For the most part, donors and government offi-
cials interviewed expressed very positive levels of
satisfaction and feedback regarding PEP-ECA projects and
their efforts to coordinate with donors and government.

16. The Institutional Investor Country Credit Risk
Rating measures country sovereign risk (the risk of
government default of its foreign debts). Leading banks
grade each country on a scale of 0 to 100; 100 repre-
sents the least chance of default. The Heritage Index
of Economic Freedom ranks 164 countries in terms of
quality of business climate. This composite score con-
siders 50 variables divided into 10 subindexes of eco-
nomic freedom: freedom of trade, fiscal burden of
government, government intervention, monetary pol-
icy, foreign investment, banking and finance, wages
and prices, property rights, regulation, and black mar-
kets; 1 is the best score in terms of open and favorable
business climate, and 5 is the worst. The International
Country Risk Guide rating comprises 22 variables with
separate indexes for three subcategories of risk—

political, financial, and economic—for 140 countries.

ENDNOTES
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The total points from the three indices are manipulated
to derive a composite country risk score. The composite
scores are then broken into categories from very low
(80 to 100 points) to very high (zero to 49.5 points) risk.

17. Belarus undertook positive reforms to facilitate
starting a business and paying taxes, but negative re-
form measures to ease the obtaining of credit.

18. IFC invested in leasing companies in Georgia and
Armenia and in microfinance institutions in the Kyrgyz
Republic and Tajikistan.

19. PEP-ECA aggregate data included figures from on-
going projects, whereas IEG data were based purely on
projects that were completed and under evaluation.

20. As approved by the Board in 2000, corporate gov-
ernance advisory work was originally meant also to
serve SMEs; however, in the end most corporate gov-
ernance projects were directed at the larger, more im-
portant, and influential firms in each country, which
helped strengthen their potential demonstration effect
on other firms.

21. For example, some evidence exists of increased
access to finance of SMEs in both the Russian Federa-
tion and Kazakhstan due to expanded leasing volumes;
however, lack of reliable data limits a full assessment
of the impact on SMEs.

22. World Bank (2004) has an extensive bibliogra-
phy; Simeon Djankov has written on this a great deal

as well.

Chapter 4

1. PEP-ECA has always branded itself in the market
as IFC, not as PEP.

2. According to PEP-ECA management staff inter-
viewed, at that time, Advisory Services were generally
seen as quite separate from investments and the con-
cept of a strong investment link was novel. In fact, the
conventional wisdom was that building such linkages
presented a conflict of interest in the use of donor
funds and was to be discouraged.

3. PEP-ECA BEE projects primarily target SMEs and
microenterprises, rather than the larger investors typ-
ically financed by IFC. The regulatory barriers identi-
fied in the BEE projects look more narrowly into aspects
that are measurable in terms of time (days needed for
approval) or money (fees and taxes), rather than those
broader economic and political risk issues that really
deter FDI, larger projects, and the flow of capital. Most
regulatory barriers addressed in BEE projects mainly hin-
der microenterprises and SMEs from shifting from the

informal to the formal sector, which generally pro-
vides better access to finance and markets, that is, a bet-
ter ability to grow. For the government, the benefits are
the collection of more taxes and fees.

4. This evaluation did not include Azerbaijan leas-
ing, however, the IFC regional Central Asia Leasing
Facility disbursed two investments in Azerbaijan for a
total of $8 million following a successful Advisory Ser-
vices effort.

5. IFC investment in local leasing companies oc-
curred on the back of core leasing Advisory Services
that resulted in () introduction of appropriate legal
and regulatory conditions as well as complementary
tax codes, (b) education and training to leasing insti-
tutions and SMEs, and (c) information dissemination
and public relations to raise product awareness and
grow demand.

6. Between 2002 and 2005, IFC invested $62.95 mil-
lion (original commitment figure) of its own funds to
support six leasing companies in the Russian Federation.
In FY 2006, IFC increased its commitments by $27 mil-
lion; as a result, the outstanding balance of IFC’s leas-
ing portfolio in the Russian Federation is now 33 percent
of the total IFC leasing portfolio in the world.

7. Although the investment was conditional on im-
plementation of changes in the legal and regulatory
framework, stakeholders interviewed for the evaluation
noted that it was likely that IFC would have invested
in the leasing company at some point. The role of the
leasing advisory operation was supportive and cat-
alytic, and partially attributable to the positive IFC in-
vestment decision.

8.1In 2005, IFC launched the Central Asia Leasing Fa-
cility, a $30 million fund to finance lessors in Central Asia
and Azerbaijan. This facility was the first of its kind to
provide a mix of capital and business skills to leasing
markets of these countries. In addition, IFC’s invest-
ments intended to send a signal to other institutions
to consider potential investment in development of the
leasing sector. So far, however, the facility has not dis-
bursed funds in Uzbekistan, Tajikistan, or Kyrgyz Re-
public, due to the challenging investment conditions
found in these countries. In contrast, IFC has disbursed
$10 million of the facility to Bank Center Credit in
Kazakhstan, $5 million to Unibank in Azerbaijan, and
$3 million to Azerigazbank in Azerbaijan.

9. Favorable corporate governance practices are a
necessary, but not sufficient prerequisite for IFC in-
vestment decisions.



10. Linkages projects that attempted to make a link
with or promote an IFC investment included the Camp-
ina, NW Forestry Operators and Loggers, IKEA suppli-
ers, Agro-Industrial Finance Company, Farmer Owner-
ship Model, Ford, Dmitrov Potato, and Ukraine Agribusi-
ness Projects. Projects that in the end forged or resulted
in a link with IFC investments were the Campina, Agro-
Industrial Finance Company, and Farmer Ownership
Model Projects.

11. Two of the three advisory assignments to sup-
port IFC investments in banks were mostly successful.

12. IFC is the only multilateral institution to offer di-
rect Advisory Services to governments on implement-
ing private sector participation transactions. The
Corporate Advisory Services Department of IFC pro-
vides advisory assistance primarily to governments on
private sector participation in infrastructure and other
public services, as well as restructuring of state-owned
enterprises.

13. The provision of Advisory Services became one
of the IFC Global Financial Markets Department’s four
primary objectives, and integration with investments is
now a key component of the department’s work pro-
gram. Advisory Services are dedicated to institution
building, diversification of financial services, and access
to finance for SMEs in the following lines of financial
markets business: banking, microfinance, financial in-
frastructure and credit bureaus, leasing, factoring and
other nonbank financial institutions, housing finance,
environmental finance, insurance, securities markets,
contractual savings, trade finance and remittances, cor-
porate governance, anti-money laundering and com-
bating the financing of terrorism.

14. Coordination was discussed with staff across
the World Bank Group (including FIAS, World Bank In-
stitute, the Investment Climate Unit, and financial sec-
tor, corporate governance, social, environmental, and
infrastructure departments, among others). This eval-
uation also sought the views of government and private
sector clients and donors on the perceived coordina-
tion of different parts of the World Bank Group.

15. This project began in 2002 and is still under
way. As such, it was not included in IEG’s evaluation.

Chapter 5

1. Itis important to note that PEP-ECA did not strate-
gically select the project-based funding model, but it
resulted from diverging donor priorities and interests
at the time of PEP-ECA’s creation. Only three other IFC

Advisory Services regional facilities (PEP-Central East Eu-
rope, PEP-Southern Europe, and PEP-Africa) use a sim-
ilar funding model (i.e., project based).

2. Although the Russian Federation was the largest
Advisory Services beneficiary in this region, it also had
the largest number of unfunded proposals.

3. Despite the challenges of obtaining donor ap-
proval for some innovative projects, before PEP-ECA
and PEP-ECA activities have nonetheless managed to
experiment quite a lot during the evaluation period.
In the period before PEP-ECA (before 2000), major in-
novations were made in leasing, corporate gover-
nance, and SME surveys and policy advice. IFC is now
replicating these products across the globe. In the
period before PEP-ECA, the first supply chain linkage
project ever undertaken by IFC set a standard and is
recognized across IFC as a classic example of a suc-
cessful linkage project. From 2000 onward, PEP-ECA
continued to experiment in projects to support agri-
culture and access to finance in rural areas, yet this did
not become a product line. PEP-ECA also enhanced the
BEE product line to focus on specific reform agendas
(i.e., one issue versus the FIAS general advisor model),
which has become a PEP-ECA product. PEP-ECA used
studies to launch (or not launch) new initiatives. IEG
has not evaluated these studies.

4. Project pipeline data available to IEG-IFC were as
of December 2000, January 2002, June 2002, Decem-
ber 2002, June 2003, December 2003, and May 2005.

5.IEG-IFC did not review all unfunded concepts and
proposals and has no view on the quality or relevance
of the unfunded project ideas.

6. The steps included (a) the initial concept for in-
formal discussion to gauge donor interest, (b) analyt-
ical process involving a more refined project concept,
including data collection, analysis, project objectives,
and components and development of an estimated
budget; job descriptions; and impact matrix, (¢) formal
presentation of project concepts to donors (usually
done once or twice a year, depending on the donor
cycle), (d) donor approval, (¢) commitment and dis-
bursement of funds, (f) hiring of project manager and
project team, and (g) project launch.

7. In the early days of PEP-ECA, it had taken from
two to three years, but this period diminished as PEP-
ECA gained better understanding of donor prefer-
ences, funding cycles, and formal internal decision-
making processes, and as agreement frameworks were
established.

ENDNOTES

101



IFC ADVISORY SERVICES IN EASTERN EUROPE AND CENTRAL ASIA

102

8. PEP-ECA managed potential delays by instituting
an agreement with donors promising a first-best-effort
basis for hiring donor nationals for projects, where re-
quested; if a suitable candidate was not identified within
a certain timeframe, PEP-ECA proceeded with recruit-
ment that was free of nationality requirement.

9. FMTAAS will be used to fund IFC’s contributions
to (a) donor-funded operations (project development
facilities, PEPs, and other operations), whether cur-
rently in operation, approved, or to be approved in the
future, (b) Advisory Services in relation to particular
project or sector work, including project development
costs in frontier markets, beyond the scope of IFC’s nor-
mal commercial due diligence and structuring activities,
and (¢) specific costs associated with implementation
of IFC’s donor-funded operations and advisory activi-
ties that may not be charged to the activities themselves.

10. The PEP-ECA Human Resources Office in
Moscow processes all contracts locally. Most hires (F and
below) are cleared locally as well; only G-level hires re-
quire clearance from IFC Headquarters.

11. The length of the bridge period has not yet
been determined, but will likely extend no longer than
two months.

12. For example, in the area of training IFC de-
signed a one-week credit course for noninvestment staff,
which has been delivered to hundreds of Advisory Ser-
vices staff. Specialized one- to two-day meetings on
particular topics, for example, leasing, microfinance, al-
ternative dispute resolution, and so on have also been
organized. Other courses have included a five-day
“Doing Advisory Services” course, one on Advisory
Services for managers, and others on measuring results,
using corporate tools for approval, supervision, proj-
ect completion reports, and so on.

13. FIAS routinely charges governments about half
the cost of its advisory projects (100 percent in some
cases). Industry groups have contributed to the costs
of World Bank productivity and investment climate
surveys.

14. This was evidenced through development of
small fee-based markets, often resulting from services

and materials introduced through the IFC project. Other
times, the evaluations included either survey or inter-
view questions on willingness to pay for services pro-
vided by the IFC project as well as in the future, which
also indicated varying degrees of willingness to pay.
15. One exception is the corporate governance sur-
vey done in Ukraine, developed by IEG-IFC in coop-
eration with PEP-ECA and the SME Department. This
survey was based on a quasi-experimental design.

Appendix A

1. Several projects that were extensions or subse-
quent phases of a project were combined in one eval-
uation report, as were advisory operations with two or
more donors that resulted in multiple assignments.

2. Simultaneous with the PEP-ECA evaluation, the
SME Department conducted several product line as-
sessments, including on leasing, corporate governance,
toolkits, and linkages, which provided valuable back-
ground information and opportunity for some regional

as well as facility comparison.

Appendix B

1. These are pilot criteria that IFC has since refined.
Please see the current criteria at http://www.ifc.org/
IFCext/rmas.nsf/Content/TrainingMaterials.

2. Definitions of terms used in this section are con-
sistent with those generally used in the development
community; as reflected in an Organisation for Economic
Cooperation and Development glossary (2002).

3. Many books exist on research design and evalu-
ation that cover these four methods and their strengths
and weaknesses in detail. For a brief reference, see
Nexus Associates (2003).

Appendix E

1. For the CIS growth expansion, the recovery
of growth in the Russian Federation after the finan-
cial crisis and devaluation has been an important fac-
tor, which coupled with high oil prices, increased de-
mand for regional economies’ outputs. See Alam and
others (2005).
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