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Overview | HIGHLIGHTS

UbliC-pI’iVOTe pa r’rnerships (PPPS) have seen a rise in the last two decades and are now

used in more than 134 developing countries, contributing about 15-20 percent of fotal infrastructure investment.

Nonetheless, most developing countries—and the World Bank Group itself in its latest strategy A Stronger,
Connected Solutions World Bank Group—continue to see significant potential and need for expanded use of PPPs to

help overcome inadequate infrastructure, which constrains economic growth.

Designing, structuring, and implementing PPPs remains a challenging and complex endeavor. Their success depends on
the enabling environment they are embedded in. The World Bank Group has supported countries to create an enabling

environment for PPPs along with structuring advice and finance. This evaluation finds that:

* The World Bank’s upstream policy reform and institution building reaches the right countries. Most of the upstream
work aims at sector reform, which, however, failed in almost half of the cases because of the complexity and political

implications of the reform processes. Advice on how to manage fiscal implications from PPPs is rarely given.

* The World Bank Group has made a significant contribution to capacity building for PPPs, but a lack of local skills
and resources for the preparation of a PPP pipeline and bankable PPP projects poses a serious limitation across most

World Bank-supported countries.

* International Finance Corporation (IFC) Advisory Services have achieved important impacts in advising on PPP
structuring, despite the fact that only about half of the projects result in the award of a contract, mostly because of

volatile government commitment.

* |FC also added value when investing in PPPs during due diligence and implementation, but a higher share of its PPP

portfolio could be located in countries and markets with less developed PPP frameworks.

* The Multilateral Investment Guarantee Agency (MIGA) increased investors’ confidence and effectively implemented

PPPs in those countries that are about to develop their PPP frameworks.

* PPPs supported by the Bank Group are largely successful in achieving their development outcomes, but data are

scarce on the effects on the poor.

* The three Bank Group institutions deploy their respective comparative advantages well, but their approach should be

more strategic and better tailored to countries.

Lessons from Experience in Client Countries, FY02-12



To further improve the World Bank Group’s PPP ambitions as spelled out in its latest strategy, this evaluation

recommends:
* Translate the World Bank Group's strategic PPP infentions info an operational framework.

* Better assist governments in (i) making strategic decisions with regard to the level and nature of private sector

participation and (i) assessing fiscal implications.

* |dentify avenues to increase IFC investments in PPPs located in countries and markets that do not yet have a well-

developed enabling environment.
* Ensure broad stakeholder consultation and government commitment in IFC’s advisory work.
* Provide authoritative guidance to staff on how to handle unsolicited PPP proposals.

* Define principles for the monitoring of PPPs over the long run to capture all vital performance aspects of PPPs,

including—where relevant—user aspects.

2 World Bank Group Support to Public-Private Partnerships



Public-Private Partnerships in
Development

PPPs, if implemented well, can help overcome inadequate
infrastructure that constrains economic growth, particularly
in developing countries. Poor infrastructure is often

a reflection of constraints that governments face, for
example, lack of public funds, poor planning, or weak
analysis underpinning project preparation. PPPs can

help overcome these constraints by mobilizing private
sector finance and helping improve project preparation,

execution, and management.

The use of PPPs has increased in the last two decades.
PPPs are now used in more than 134 developing
countries, contributing about 15-20 percent of total
infrastructure investment. During FY 07-11, investments in
PPPs accounted for $79 billion annually and are now also
being applied outside the traditional infrastructure sectors,

including in the health and education sector.

In parallel with this development, the World Bank
Group has expanded its support to PPPs through a
wide range of instruments and services. During the last
10 years, Bank Group support to PPPs has increased
about threefold. Lending, investments, and guarantees
have risen both in absolute terms and in relative terms,
from $0.9 billion to $2.9 billion and from 4 percent in
2002 to 7 percent in 2012.

More specifically, IFC invested in 176 PPPs with total
commitments of $6.2 billion; MIGA supported 81 PPP
projects through political risk insurance, with a fotal

$5.1 billion gross exposure; and IFC PPP Advisory Services
completed 140 transactions, with a fotal expenditure of
$177 million. On the public sector side, the International
Bank for Reconstruction and Development/International
Development Association approved 353 lending and
partial risk guarantee projects during FY02-12 with a PPP
component tofaling $7.6 billion. Of these, 12 are partial

risk guarantee projects. This was complemented by 112
capacity building activities of the World Bank Institute and
683 trust fund-supported advisory activities by the Public-
Private Infrastructure Advisory Facility (PPIAF), with total
expenditures amounting to $134 million.

Countries need fo be sufficiently mature fo apply the
concept of PPPs well. For example, the market structure

of a sector must create conditions for the private sector to
operate, regulatory bodies should be competent and protect
operators from polifical interferences and ensure adequate
tariffs, and public authorities need to have the skills to
prepare a pipeline of bankable PPP projects to interest the
private sector. Eventually, PPPs also need finance and, at
times, protection against political risks. And because private
sector operators require at least cost recovery tariffs, the
infroduction of PPPs may lead to end user cost increases.
Hence the decision of whether to implement PPPs (or not)

is closely linked to the decision to adopt policies aimed at

absorbing these cost increases, at least for the poor.

The World Bank Group's support for PPPs builds on the
rationale of readying client countries for most of these
aspects. lts potentially unique value proposition to its client
countries rests with the capacity to provide support along
the entire PPP cycle, from policy advice to transaction
closure. Countries that are about to embark on their PPP
agendas and that are in the process of developing their
PPP frameworks will appreciate policy and sector reform
advice the most. The private sector-oriented arms of the
World Bank Group can catalyze a market for PPPs by
facilitating the structuring of PPP transactions or providing
finance or guarantees. Supporting pioneering fransactions
early in a country’s PPP agenda will have higher
additionality than supporting transactions in relatively
established markets.

In this evaluation the Independent Evaluation Group (IEG)

assesses how effective the World Bank Group has been

Lessons from Experience in Client Countries, FY02-12



PPPs have the potential to close infrastructure gaps by leveraging public funding and introducing private sector innovation to provide public services directly to
users.

in supporting countries to use PPPs. The evaluation covers
the last 10 years, from 2002 to 2012. For this evaluation,
PPPs are “long-term contracts between a private party
and a government agency, for providing a public asset
or service, in which the private party bears significant risk
and management responsibility.” This definition appears
to be a common denominator across the PPP concepts
of the World Bank Group, International Monetary Fund,
and the Organisation for Economic Co-operation and
Development (WBI 2012; IMF 2004; OECD 2008) and
translates into a well-defined spectrum of contractual
arrangements. These arrangements have in common that

they are long term, usually bundling design, construction,

World Bank Group Support to Public-Private Partnerships

and maintenance and possibly operation, and contain

performance-based elements with private capital at stake.

According fo its most recent strategy A Stronger,
Connected, Solutions World Bank Group, the World Bank
Group intends fo intensify its PPP support. The strategy
also lays the framework for many important components
of a potentially effective PPP agenda, including a strong
emphasis on knowledge products and collaboration
across the Bank Group—a precondition to working
effectively along the PPP delivery chain. This evaluation is
conceived with a view to distilling lessons from the past for

the implementation of this new strategy.

SHYNAR JETPISSOVA/WORLD BANK



Strategic Relevance

PPPs are of high strategic relevance to the World

Bank Group. An explicit objective of its strategy is to
“increasingly promote public-private partnerships,” and
PPPs are also envisaged as a Cross-Cutting Solutions
Area. In addition, PPPs have been widely reflected in
various sector strategies and conceptual notes. However,
there is little guidance on how the World Bank Group
plans to translate its strategic ambitions info country
programs, working across its various entities engaged at
corporate and country levels. Furnishing the envisaged
PPP Cross-Cutting Solutions Area with sufficient authority
that is commensurate with the planned role will be
essential, as will be a clear understanding of how the
solution area will interact with the Global Practices and
the PPP Policy Unit.

Generally speaking, the World Bank Group’s PPP support
reaches the countries that need it. In particular, the World
Bank and PPIAF’s policy reform and institutional building
projects target countries that are at a “nascent” stage

of developing an enabling environment for PPPs or one
stage further—so-called “emerging” PPP countries, per a
country classification system of the Economist Intelligence
Unit. Similarly, MIGA has been able to emphasize

those “nascent” and “emerging” countries when issuing
guarantees. IFC advisory also has a strong focus on
lower-middle-income countries and Sub-Saharan Africa,

regions with relatively untested PPP frameworks.

By contrast, IFC investment often reaches “developed”
countries, that is, those that already have a track record
of implementing PPPs and have relatively well-established
frameworks in place. This is, in principle, understandable,
as successful PPPs need a sound enabling environment.
However, these countries are increasingly served by
commercial banks. The prevalence of PPPs in the market,
that is, those supported by other investors, suggests that

IFC can—and should—shift parts of its PPP business into

less developed countries, that is, “emerging” countries.

At the country level, World Bank Group support for

PPPs was relevant to client countries inasmuch as it
supported clear development priorities. Typically, the
Country Partnership and Country Assistance Strategies
embedded PPPs in sector reform programs. The most
common PPP constraints addressed are governance
issues, regulatory failure, and inadequate sector structure.
Country strategies, however, tend to address other
important PPP constraints less systematically, such as the
capability of governments to make a strategic decision on
PPPs based on value for money assessments, or to assess
fiscal implications associated with PPPs; political economy
factors and issues of the government’s commitment to the

PPP agenda are almost entirely ignored.

Looking at country-level relevance from a “dynamic”
perspective over the period evaluated (FY02-12), the
World Bank Group was responsive to client countries’

needs and changing priorities.

Support to Policy Reform and
Institution Building

Most of the Bank Group upstream support on policy
and institutional issues was provided by the World Bank,
complemented by support from PPIAF and the World
Bank Institute.

World Bank upstream support was delivered through
sector reform efforts. Such efforts are usually broad

based and complex. They typically aim at increasing the
financial viability of the sector, restructuring sector-relevant
institutions, increasing sector management capacity,
improving the regulatory regime, and creating a space
for private sector participation. Sector reform goals were,
however, the most difficult to achieve. Despite the World

Bank’s leverage and country presence, success on sector

Lessons from Experience in Client Countries, FY02-12



reform was only evident in 55 percent of World Bank
loans—an important finding, given that proper sector
reform is often a necessary condition for implementing
PPPs successfully. Sector reform efforts were particularly
prominent in the water and energy sectors, indicating the
heavy reliance of PPPs on reform in these areas. In the
same two sectors, reform efforts show the lowest success
in achieving their objectives because of their complexity.
The choice of lending instrument is another essential
factor in advancing the PPP agenda and needs to be
made contingent of the country’s readiness.

Capacity building for PPPs and building the legal and
institutional framework for them were found to be the

next most frequently addressed enabling factors. These
relatively narrow interventions—for example, World Bank
efforts to build institutions for PPPs—worked the best.
Similarly, building up consensus or regulatory commissions

succeeded more often than complex sector reform efforts.

Whether a dedicated “PPP unit” at the country level
is needed remains to be seen; identifying a “PPP
champion,” however, may facilitate interministerial

coordination in any case.

Contingent liabilities for governments that emerge

from PPPs are rarely fully quantified at the project level,
although World Bank Group projects tend to give
attention to ensuring adequate risk sharing at the project
structuring stage. Efforts to systematize and introduce a

framework are under way.

Strong government commitment and the availability
of a government champion to promote the PPP
agenda were the most important drivers of success for
upstream work. Frequent stakeholder consultation and
active involvement of local staff likewise contributed to

the success of policy reform.

The design of PPP component(s), if and how they are
embedded in a larger World Bank lending operation, and

World Bank Group Support to Public-Private Partnerships

if and how related knowledge products are conceived
and delivered matters. The current involvement of PPIAF
suggests that engaging PPIAF further upstream in defining
PPP aspects of country engagement sirategies would use
its resources more strategically.

On the side of the countries” governments, a lack of skills
and resources for the preparation of a PPP pipeline and
bankable PPP projects is a serious limitation across all
World Bank-supported countries. For subnational PPPs to
be successful, capacity, regulations, and incentives need
to be in place and embedded in a clear accountability

system.

Did PPPs Deliver?

PPPs are largely successful in achieving their development
outcomes. According to the development outcome rating
of project evaluations, more than two-thirds of PPPs are

successful.

The 176 IFC-supported PPPs show very high development
outcome ratings, with 83 percent rated satisfactory or
better. This high rafe of success should not, however,
lead to the conclusion that all other national or local
PPPs necessarily perform well. IFC is selective with regard
to where it invests; that is, it concentrates on countries
that have more proven frameworks to handle PPPs. lIts
due diligence screens out sponsors of lower quality and
mitigates project risks through smart structuring. IFC also
plays an active role in supervising its investments. These
success factors may not be present in cases without IFC
engagement; hence PPPs are likely exposed to more

potential pitfalls and risks.

To shed more light on important aspects of public service
delivery—for instance, access, pro-poor aspects, and
quality of service delivery—PPPs need to be measured

in a more multifaceted manner. But such data are

rare. The existing monitoring and evaluation systems



Much PPP transport investment has focused on enhancing roads for automobile traffic, improving traffic congestion such as this in Beijing, China.

primarily build on a PPP’s business performance. Project-
level evaluations, IFC’s Development Goals, and its
Development Outcome Tracking System measure mainly
the operational aspects of a PPP that are relevant fo cash
flow, such as the number of people that obtained access
to infrastructure. Therefore, for only about half of projects
are data available for one dimension. There is not a single
project with data available for all the above-mentioned

dimensions.

The fewest data are available on pro-poor and fiscal
effects; access has the most data available. In view of the
Bank Group's central goal of fighting poverty—reaffirmed
by the 2013 strategy’s dual goal of ending extreme
poverty and promoting shared prosperity—and in light of

the intent to increasingly pursue PPPs, there is an urgent
need to infroduce a more systematic way of monitoring
PPPs. Such a system should not only better capture the
end-user aspects of PPPs, but should also monitor PPP
performance beyond the early years of operational
maturity. Existing systems, such as the IFC Development
Gouals or the Development Outcome Tracking System,
would have to be strengthened and an IFC advisory post-
implementation monitoring system fully rolled out—and
possibly expanded to the World Bank—to better assess
the breadth of PPP effects.

Improving access was generally achieved. When
data were available, financial, efficiency, and quality

improvements could be confirmed for the maijority of

Lessons from Experience in Client Countries, FY02-12
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cases, but data on efficiency and quality were scarce. A
statistically nonrepresentative but in-depth assessment of
22 PPPs conducted as part of [EG's 9 country case studies
indicates good results along all dimensions, except for

efficiency, where results were mixed.

[t cannot, however, be assessed how far PPPs benefited
the poor, as large data gaps exist. Confirmation that
access did improve for the poor was recorded in only
about 10 percent of cases. Beyond reaching the poor
through improved access fo infrastructure, a review of
broader benefits showed that such effects—for example,
employment effects—occurred in 42 percent of World
Bank PPPs, in 39 percent of IFC investments, and in 20
percent of MIGA's guarantees.

Country readiness drives PPP success. Development
outcome ratings of PPP projects tend fo be better in
countries with a higher level of readiness in handling PPPs,
that is, those countries with better established frameworks
for preparing and approving PPPs and a longer track
record of executing actual fransactions. As a general
rule, the presence of a strong regulatory framework

was necessary for projects to succeed in the water and
power sectors; in the transport sector (ports, airports, and
roads) project-level parameters on pricing and oversight,
along with the legal framework governing PPPs, seemed
adequate. In addition to country maturity, PPPs need a
sound business case and a competent sponsor to be

successful.

Cross-sector approaches as envisaged by the World Bank
Group 2013 strategy appear an appealing solution for
supporting countries in improving their “PPP maturity,”

for example, through upstream policy support and
downstream transaction finance. But given the high
importance of progress in the individual sector, such cross-
sectoral approaches need to be well synchronized with

and built on sector reform efforts.

World Bank Group Support to Public-Private Partnerships

IFC investment added value to PPPs during due diligence
and implementation, in addition to providing finance

and catalyzing other financiers. IFC-supported PPPs tend
to be less risky than other infrastructure investments,
because of the thorough due diligence. This thoroughness
is also reflected in the high work quality ratings for IFC
investments in PPPs. As a consequence, IFC-supported
PPPs exhibit consistently higher development outcome
ratings than other infrastructure investments—and
significantly higher ratings than the rest of the portfolio.
Risk is also adequately priced into IFC’s PPP deals—
resulting in an even higher-than-average business success
and investment outcome. IFC-supported PPPs are often
located in countries with already well-established enabling
environments, and less in emerging or nascent countries.
Supporting more PPPs in emerging countries will not
decrease their success rate: in fact, 86 and 88 percent

of PPPs are successful in developed and emerging PPP
countries, respectively. Even increasing IFC’s—currently
very small—investment portfolio in nascent countries is
likely to maintain the overall high success rate (83 percent

satisfactory) at a still very reasonable level.

IFC could afford taking more “smart risk,” as envisaged
by the 2013 Bank Group strategy. This could help support
more PPPs in countries that need IFC’s support the most,
that is, those that are building up their PPP frameworks
and have a limited track record of implementing PPPs.
Such investments would set an important demonstration
effect and show that private participation is possible

even in less tested regulatory regimes—increasing IFC

additionality and developmental footprint.

The focus of IFC Advisory Services is to bring PPP
transactions to commercial and financial closure.
Although almost all transaction cases reviewed (97
percent) delivered the specific advice for the first phase
of the process (up to the decision to open a bidding
process), about half resulted in an award of a contract, a



hospital completed under a PPP model—is one example.

prerequisite for creating a successful PPP. Among projects
that led to contract closure, the largest success factors are

government commitment and IFC'’s role.

IFC advisory’s value added is also demonstrated by

its ability to adjust and balance government objectives
with the needs of a bankable transaction, which would
inferest the private sector. Lacking somewhat the long-
term and close relations, in-depth policy dialogue, and
financial leverage that the World Bank would normally
have with governments may also explain why only half

of its projects reach contract closure; so can the fact

MARIANA CERATTI/WORLD BANK

IFC's advisory services on PPP focused on introducing innovative models for private sector participation in Brazil. The Hospital do Subtrbio in Bahia—Brazil’s first

that IFC advisory operates a lot in lower-middle-income
countries and Sub-Saharan Africa, where one could
expect relatively untested PPP frameworks. IFC advisory’s
experience in these countries could therefore inform IFC
investments on the country’s and market’s readiness and
help leading their investment more infto emerging—and
even nascent—countries. More upfront work should be
undertaken, including more proactive dialogue with civil
society stakeholders. A Bank Group-wide systematic
country diagnostic for PPPs may be helpful in determining

the entry point of such upfront work.

Lessons from Experience in Client Countries, FY02-12
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PPPs play an important role in raising private sector funds to close the financing gap for basic infrastructure such as water supply.

MIGA guarantees helped effectively increase investors’
confidence and improve their capacity fo raise capital,
lower their financing costs, and mediate disputes with
governments. MIGA's effectiveness and underwriting quality
for PPP projects is on a par with the quality of underwriting
of other MIGA projects. Similar to all World Bank Group
PPP transactions, regulatory failure and political economy
factors were drivers of success and failure. MIGA's political
risk insurance offered cover for specific risks and was
effective in helping establishing a track record of PPPs in
countries that need support the most, that is, those that are
in the process of building up their PPP frameworks. MIGA-
supported PPPs have been more strategically relevant than
MIGA's other infrastructure projects, corroborating their

World Bank Group Support to Public-Private Partnerships

important role in nascent and emerging PPP countries.
Strengthening MIGA's role in World Bank Group-wide
efforts and benefiting from its role appears to be the way
forward when bringing PPPs to more nascent and emerging

countries.

Sixty-two percent of World Bank—supported PPP
downstream transactions were successful. This means
that, measured by their overall development outcomes,
PPPs are quite successful—but significantly less successful
than IFC’s investments. But the World Bank takes on
significantly more country risk. Countries in which the
World Bank engages tend to have worse Institutional

Investor Country Credit Ratings — and a higher share of

IMAL HASHEMI/TAIMANI FILMS/WORLD BANK



these are nascent countries (19 percent, compared to 6
percent for IFC investments). Furthermore, PPP projects
are markedly more difficult to implement than normal
infrastructure projects. They are often restructured,
delayed, or flagged for procurement issues. This stems
from the rather complex nature of PPP projects, half of
which combine upstream policy work and downstream

transaction support.

Leading factors of failure are overly complex project
design and an initial unrealistic timeframe—that is, a
timeframe that forces reform measures into a World Bank
project cycle, instead of acknowledging the complexity
and political nature of such processes. As with IFC and
MIGA, government commitment plays an important role.
Adhering to environmental and social safeguards has
also contributed to slow implementation, to the extent
that it sometimes “clouded” the positive perception of
project benefits. But implementing these safeguards was

important and delivered public benefits.

Staying engaged beyond financial closure of a PPP is

a strategic necessity for the entire Bank Group. The
current practice fo stop monitoring PPPs once the
contract is awarded or a few months into their life span
is insufficient. If the World Bank Group plans to intensify
its PPP support, arrangements are needed to monitor
the performance of PPPs throughout major parts of their
lifespan, as currently envisaged by IFC advisory’s post-
implementation monitoring system. This may also help
identify if World Bank Group support is called for during
the implementation of a PPP contract, for example, should

a need for renegotiations arise.

Bank Group—supported transactions often created a
market for PPPs through their demonstration effects

and, at times, helped shape the regulatory environment.
Demonstration and replication effects of individual PPPs
may be as important as the actual transaction. Frequently,

Bank Group-supported PPP transactions also helped

shape the regulatory environment, often facilitated by
close Bank Group-wide collaboration and stakeholder

involvement.

Working as One World Bank Group

The World Bank Group's support o PPPs addresses issues
along the entire delivery chain, from upstream support

for the enabling environment and pipeline development
to downstream transactions and execution. It fouches

on about 20 different entities of the World Bank Group.
Collaboration across these entities is crucial for proper
sequencing and leveraging of the relative comparative

advantage each institution holds.

Leveraging the comparative advantages of the various
World Bank Group institutions works quite well. In about
half of the countries IEG reviewed, the World Bank Group
institutions effectively coordinate and collaborate across
policy reform aspects and PPP transactions; in a few cases
all three institutions were involved. There is also evidence
for proper sequencing of instruments across upstream and
downstream support. Among its peer organizations, the
World Bank Group has been acknowledged as offering
the most comprehensive PPP solution package. However,

there were also a few missed opportunities.

Going forward, working as “one World Bank Group” will
become central. The Bank Group’s intention to explore
mechanisms fo promote a stronger pipeline of joint
infrastructure projects and the envisaged review of World
Bank Group advisory services to governments are essential
for the PPP agenda. But most importantly, incentives must
be in place for individual task managers and investment
officers to collaborate. They only collaborate if such
collaboration adds value and allows them to achieve better
results or at least the same results faster. Introducing metrics
to measure collaborative behavior, as suggested by the

latest Bank Group strategy, is likely perceived as artificially

Lessons from Experience in Client Countries, FY02-12
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imposed and will not necessarily increase collaboration.
Aligning practice areas through a “delivery lens” and

infegrating currently separate units may be more effective.

Improving the focus of country programs through a
systematic country diagnostic will be particularly important
for the PPP agenda. As any diagnostic is resource
infensive, it should be applied mainly to countries in

which at least a minimum prospect exists that a bankable
pipeline of projects will emerge. A PPP country diagnostic
would have to consider country, sector, and project
parameters as part of a phased approach and could
represent a platform for sharing knowledge as well as
clarify Bank Group-wide collaboration. Advocacy and
stakeholder consultation have thus far received too

little attention and should therefore be emphasized.

Such a diagnostic would help (i) ensure that the Bank
Group institutions leverage their respective comparative
advantages, (ii) tailor upstream support to country level
constraints, and (i) determine who should take the lead in

advancing the country’s PPP agenda.

A concerted one World Bank Group approach is needed
to close the upstream deal gap—one of the major
challenges for the future. Lack of funding and capacity
causes a gap of bankable PPP projects across client
countries. To close this upstream deal gap, a dedicated
PPP pipeline and project development facility is needed
that works in close collaboration with all World Bank
Group institutions.

Working as one World Bank Group also requires
watching out for conflicts of interest. Going forward, as
the change management process develops concepts
for organizational adjustments, management is well
advised to give high priority to this issue to ensure that
changes to processes and organizational structures
enable an effective and efficient management of the

risks from potential conflicts of interest. Finally, given
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their importance, there is a need for a Bank Group-wide
policy on how to best handle unsolicited bids. Unsolicited
proposals often play a role in countries with an upstream
deal gap. To benefit from the upside of unsolicited
proposals—that is, funding of project preparation and
innovation—countries need to have a framework in
place to deal with them. Guidance to Bank Group staff
engaged in both upstream and downstream work will be

crucial going forward.

Experience of Other Multilateral
Development Banks with PPPs

For most multilateral development banks (MDBs) PPPs are
of great relevance, and several feature PPPs explicitly either
in stand-alone strategy documents or as an integral part
of sectoral/corporate strategies. In implementing these
strategic plans, some MDBs have come up with specific
roadmaps and matrix management structures. In particular,
the Asian Development Bank undertook an evaluation

of PPPs that has triggered a rethinking of the institution’s
approach to PPPs and has moved to make the process
more strategic and less opportunistic. Its operational plan
for PPPs turns strategy into implementation more readily.
The four pillars of its operational plan also help define

the PPP instruments that it will offer. Similarly, the African
Development Bank set up an operational framework for
PPPs in conjunction with its private sector development

strategy, where PPPs figure prominently.

Across the MDBs, three (the Asian Development Bank,

the African Development Bank, and the Inter-American
Development Bank) have PPP approaches that recognize
the importance of upstream as well as downstream
support. Compared to its peers, the World Bank Group
likely offers the widest and deepest set of services and
products, a conclusion corroborated by IEG's nine country

missions.



With power plants such as this one in Kabul, Afghanistan, innovations gained through PPPs can be implemented to supply improved and more reliable electricity—
or other public utility services—to cities.

Recommendations

IEG's recommendations are intended fo strengthen

the implementation of the PPP-relevant aspects of the
latest Bank Group strategy. They seek to ensure that
PPP interventions have the maximum value for client
countries and private sector partners, to make the PPP
agenda of the Bank Group build on better country
diagnostics and pursued in a more strafegic manner,
and to leverage the comparative advantages of all Bank
Group institutions and trust funds involved in the PPP
response. The recommendations are clustered info two
groups: (i) strategic and organizational and (i) operational
recommendations.

STRATEGIC AND ORGANIZATIONAL RECOMMENDATIONS

» Recommendation 1: IFC investment services should
identify avenues that would allow IFC to invest increasingly
in PPPs located in countries and markets that do not

yet have a well-developed enabling environment, while
keeping its mandate of achieving high development

outcomes and remaining financially self-sustaining.

» Recommendation 2: IFC PPP Advisory Services should
rethink its client engagement management with a view

to ensuring broad stakeholder consultation up front and
maintaining or even improving government commitment
to PPP transactions, in collaboration with relevant World
Bank Group staff.

Lessons from Experience in Client Countries, FY02-12
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OPERATIONAL RECOMMENDATIONS

» Recommendation 3: Once the new PPP Cross-Cutting

Solution Area has been established, it should translate
the World Bank Group's strategic intentions with regard
to PPPs into an operational framework, covering aspects
of organization and processes, resources, knowledge
management, and monitoring and evaluation. This
framework should (i) define the role of the PPP Cross-
Cutting Solution Area and its interactions with other
relevant Bank Group stakeholders, (i) facilitate the
identification of country-tailored solutions based on
country diagnostics, and (jii) foresee a Bank Group-wide

PPP knowledge management platform.

» Recommendation 4: The World Bank Group should
systematically integrate efforts to assist governments in

(i) making strategic decisions with regard to the level and
nature of private sector participation in infrastructure
and social service provision and (i) assessing fiscal

implications, including any fiscal liabilities associated
with PPPs.

» Recommendation 5: The World Bank Group should

provide authoritative guidance to its staff on how fo

handle unsolicited PPP proposals, both in its upstream and

downstream work. Given the importance of unsolicited
bids, in particular in countries with an upstream deal gap,
there is a need for a Bank Group-wide policy on how to
handle them best, so that countries can benefit from the

upside of unsolicited proposals—that is, funding of project

preparation and innovation—while at the same time

safeguarding public interests and integrity.

14 World Bank Group Support to Public-Private Partnerships

» Recommendation 6é: The World Bank Group should
define principles for the monitoring of PPPs over the
long run, that is, beyond operational maturity (IFC/
MIGA) and projects closure (World Bank), to capture
all vital performance aspects of PPPs, including—where

relevant—user aspects.
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Management Response

Introduction

he World Bank Group commends the Independent Evaluation Group's (EG)

evaluation of the Group's support to public-private partnerships (PPP). The timing of this evaluation is pertinent,

given that PPPs have been identified as a Cross-Cutting Solution Area (CCSA) that will be developed under the

revised structure of the World Bank Group. Understanding how the World Bank Group can prepare governments to

deliver PPPs, advise governments on specific fransactions, and improve internal coordination will be central to realizing

the mandate for the CCSA and stepping up the leveraging of private sector skills, technologies, and resources in basic

service delivery.

Under its new strategy, the World Bank Group intends to
work with the public and private sectors to end extreme
poverty and promote shared prosperity and seeks

to increase synergies across the Bank Group. Client
countries are increasingly interested in PPP arrangements
to provide badly needed public services, and PPPs are, by
their nature, a prime area for close World Bank Group
collaboration.

Overall, management concurs with the findings and
conclusions in the report. Management believes that [EG
has presented a balanced account of World Bank Group
support to its client countries during the period of FY02-12.
Management is in general agreement with the report’s
recommendations. The attached Management Action
Record presents management’s response to individual

recommendations.

World Bank Group Comments

Importance of PPP for development and strategic
relevance for the World Bank Group. Management
agrees with IEG's statement that PPPs, if implemented
well, can help overcome inadequate infrastructure that
constrains economic growth. The World Bank Group s
uniquely positioned to help overcome these constraints by

mobilizing private sector participation, helping improve the

enabling environment for investment, and strengthening
project preparation, execution, and management. As the
report recognizes, Bank Group support to PPPs addresses
issues along the entire delivery chain, from upstream
support for the enabling environment and pipeline

development to downstream transactions and execution.

Alignment with country needs. The report concludes
that the World Bank Group's deployment of its PPP
interventions is well synchronized with client country needs
and that, over the period evaluated (FY02-12), the World
Bank Group was responsive to client countries’ needs
and changing priorities. The report articulates well the
unique and complementary roles of the World Bank
Group entities in the PPP delivery chain and captures their
specific contributions. World Bank Group institutions each
play distinct and complementary roles when they support
upstream and downstream work in client countries. In
particular, the report shows that the International Finance
Corporation (IFC)— and the Multilateral Investment
Guarantee Agency (MIGA)—supported projects do

not happen in a policy vacuum, but in response fo
deliberate policy reforms. The analysis also confirms that
coordination across the World Bank Group institutions is
critical for maximizing the development effectiveness of
Bank Group operations in the sector.

Lessons from Experience in Client Countries, FY02-12
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World Bank Group coordination. Management is
encouraged by I[EG's conclusion that leveraging the
comparative advantages of the various Bank Group
institutions works quite well with adequate sequencing of
instruments across upstream and downstream support.

In addition, IEG finds that among the World Bank
Group's peer organizations, the Bank Group has been
acknowledged as offering the most comprehensive

PPP solution package. While the Bank Group's efforts
have been well targeted to client needs, management
appreciates [EG’s recommendation that the World Bank
Group support to PPPs could be more strategic and
better coordinated. The ongoing reorganization of the
Bank Group includes the creation of a CCSA for PPPs.
This unit will create an institutional locus for the PPP
agenda within the Bank Group, as well as for the sectoral
and infrastructure economics and advisory work that
underpins the solutions the World Bank Group delivers to
client countries. The PPP CCSA is a bold initiative that is
expected to deliver the strategic and operational direction
called for by the report.

Potential conflicts of interest are managed appropriately
through current business practices. The discussion on

the potential of conflicts of interest among the various
World Bank Group institutions concludes that the existing
mechanism fo manage the “actual, potential and/or
perceived” conflict of interest is functioning well. As the
reorganization of the World Bank Group moves ahead,
management will continue to manage this process
transparently in order to ensure that the interests of both
its public and private sector clients are balanced and drive
the work program, rather than any actual, or perceived,

institutional interests.

Monitoring PPPs’ impact on various dimensions of

public service delivery. Management concurs with IEG’s
finding that the World Bank Group can further improve its
monitoring of PPPs. In particular, management agrees that

World Bank Group Support to Public-Private Partnerships

a “multifaceted” approach to identifying and monitoring
the effects of PPPs on end users is required and that the
various monitoring systems within the Bank Group should
be harmonized to the extent that there is interoperability in
PPP data. The World Bank Group needs to move past the
current state of “data scarcity” on the effects of PPPs on
the poor in order to fully appreciate the effect PPPs play in
realizing the World Bank Group's twin goals of reducing
extreme poverty and boosting shared prosperity in a

sustainable manner.

Overcoming the “upstream deal gap.” IEG’s report
describes the specific constraints in client countries that
create an “upstream deal gap” (that is, an insufficient
number of bankable PPP projects). This represents a
bottleneck for PPPs, as countries across the income
distribution are constrained by weak capacity for
project preparation and/or financing gaps. As part of a
concerted response to this challenge, management is
exploring, together with the World Bank Group's clients
and partners, the possibility of developing a Global
Infrastructure Facility, a new project preparation and
financing vehicle to increase the Bank Group's ability to

support its client countries’ PPP ambitions in infrastructure.

World Bank—Specific Comments

Upstream work through sector reforms should be
analyzed as a composite of several interventions,
rather than as an independent variable in its own
right. Management agrees that there is significant room
for improving the effectiveness of World Bank upstream
support to client countries” PPPs delivered through sector
reform operations. However, while IEG correctly notes
that several World Bank Group upstream objectives

are pursued within broader sector reforms, IEG does
not disaggregate the particular success rate for each

of these dimensions when it compares sector reforms

to more narrowly defined PPP upstream interventions.



In this context, IEG’s figure of “55 percent success rate
for sector reforms” can be misleading. IEG missed an
opportunity to delve deeper into the challenges faced by
the World Bank’s sector reform efforts. Consequently, it
may overstate the evaluation’s findings by claiming that
the Bank'’s sector reform work “failed in almost half of the

cases” when it comes to PPP upstream objectives.

Overcoming constraints to pipeline identification
and project preparation. Bank management concurs
with IEG’s finding in relation to the “upstream deal gap.”
The World Bank has become one of the leading voices
within global fora working to familiarize clients and donor
countries with the sector policies, project structures, and
institutional arrangements required to attract private
finance to public infrastructure investments. Moreover,
through its operations, management strives to bring
development solutions that allow decision makers to
prioritize investments in a fiscally informed and prudent
manner. For instance, a recent Reimbursable Advisory
Service agreement with the government of Vietnam will
develop a tool that will allow the Ministry of Planning
and Investment fo prioritize a pipeline of infrastructure

investments, including public and PPP projects.

Concerted effort to consider fiscal impacts of

PPPs. The IEG report advises the World Bank Group

to systematically assist governments to assess the fiscal
implications of PPPs, including current or contingent
liabilities associated with PPPs. Management concurs
that government transfers, guarantees, backstopping,
concessional finance, and future obligations should be
viewed in concert with the projected effect the instrument
or mechanism will have on the government’s fiscal

situation, either today or in the future.

Unsolicited bids are covered within many guidance
notes and toolkits, but management recognizes
the need to systematize guidance to staff. As the

evaluation rightly mentions, unsolicited bids frequently
occur within countries that require additional technical
support to fully vet such bids. The World Bank has
developed a number of Guidance Notes and toolkits on
the subject, directed to infernal and external audiences.
Management agrees that the existing knowledge could
be codified info an “authoritative” literature set that World
Bank Group staff can refer to. However, a one-size-
fits-all approach is not recommended in the face of the
highly segmented client base of the World Bank Group.
Management will actively advise governments to ensure
that unsolicited bids are within the strategic, fiduciary, and
fiscal priorities of the state, but with a degree of flexibility
to treat each client engagement with unsolicited bids on

the merits.

IEG's definition of PPPs excludes the types of risk-
sharing mechanism most commonly used within
fragile and conflict-affected states. Management
recognizes fragile and conflict-affected states (FCS)

as an urgent development priority and following the
publication of the World Development Report 2011

has further increased PPPs emphasis on FCS. However,
IEG's definition of PPPs does not consider lease,
management contracts, or hybrid schemes, which are
generally the mechanisms used to introduce private
sector participation into FCS. Management appreciates
the argument presented by IEG that these mechanisms
do not induce the level of risk sharing common to the
other PPPs analyzed within this evaluation. Nonetheless,
FCS are critical clients for the Bank, and by excluding
the mechanisms mentioned previously, IEG has excluded
many of the Bank's innovative attempts to improve access
to basic services to some of the world’s poorest citizens

with private sector participation.

Lessons from Experience in Client Countries, FY02-12
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International Finance Corporation—
Specific Comments

Management welcomes IEG’s evaluation of the World
Bank Group's support for PPPs. The report provides a
valuable assessment of IFC’s development results in a key
infervention area for both Investment Services and Advisory
Services. Support for PPPs will remain an important I[FC
contribution to a “Solutions World Bank Group” to improve
the sustainability of private sector engagement in service

delivery, particularly in infrastructure, health, and education.

Management welcomes the report’s recognition of
the strong additionality and development impact

of IFC interventions in PPPs. In Advisory Services,

IFC successfully balances the public good objectives of
the government and the needs of the private sector for

a bankable transaction. The report correctly recognizes
the political and economic risks that are often the main
obstacle to contract closure. The nine case studies
illustrate well the innovative nature of many of the Advisory
Services PPP projects, which help explain successful award

of contract.

In Investment Services, the report underscores

the consistently higher development outcome
success rate of PPP investments relative to both
other infrastructure investments and the rest of the
portfolio. IFC achieved these impressive results through
solid screening, appraisal, and structuring. Selectivity
played a key role. This led to IFC supporting projects

in environments that are reasonably ready for PPP
investments, where it has a strong additionality, where
expected development results are significant, and where

financial sustainability risk is acceptable.

IFC agrees with the assessment that demonstration
and replication effects may be as important as the
actual transaction. In fact, IFC has already conducted
two separate studies on IFC demonstration effects in the

World Bank Group Support to Public-Private Partnerships

past two years: one of them focuses specifically on PPPs
in Africa, while the other has a broader scope for all IFC
projects.

IFC recognizes that sufficient and reliable public
services, including infrastructure, are intrinsic

to sustainable economic growth and poverty
reduction. In order to better leverage private sector
resources and expertise in developing infrastructure
and public services, IFC emphasizes a programmatic
approach to PPP engagements and focuses both on the
core transaction advisory services for governments as
well as on pipeline generation and upstream support
for clients. IFC partners across the World Bank Group,
including through the new PPP CCSA, will identify and
address skill gaps and build capacity of implementing
agencies. To improve its own operations, IFC will
continue to proactively leverage expertise within the
World Bank Group through joint activities at the
country level, for instance, through World Bank Group
Systematic Country Diagnostics, Country Partnership
Frameworks, and Joint Implementation Plans.
Additionally, at the project level, it will work through

joint business development and appraisals.

Multilateral Investment Guarantee
Agency-Specific Comments

Overall, MIGA finds the evaluation useful and important.
This report has made a serious effort to analyze and
understand MIGA contributions to PPPs, despite the
limited sample of projects with completed Project
Evaluation Reports validated by IEG. MIGA hopes that the
approach adopted by IEG in the PPP evaluation will serve
as a good example for other IEG evaluation reports.

MIGA’s role in World Bank Group support for PPPs.
The report makes the case for strengthening MIGA's
role in Bank Group-wide efforts in PPPs, as well as



benefitting from its role in bringing PPPs to more nascent
and emerging markets, in tferms of PPP readiness. MIGA
agrees with this assessment and notes that the suggestion
bodes well in the context of the increased emphasis on
“One World Bank Group” as an integrated solutions

provider for client countries.

Focus of MIGA-supported PPPs on middle-income
countries. The report states that MIGA Guarantee
Operations were focused on middle-income countries.
The report also states that this pattern reflects the flow

of foreign direct investment for PPPs, which have been
focused on middle-income countries in the past 10

years and indicates the demand-driven nature of MIGA
operations. MIGA notes from the analysis in the report
that juxtaposes country income levels and PPP readiness
that PPPs are concentrated in middle-income countries.
Further, most of the PPPs located in nascent and emerging
markets also turn out to be in middle-income countries
(only a small percentage of PPPs located in nascent and
emerging markets belongs fo low-income countries).
MIGA notes that its PPP focus on middle-income countries
was indeed driven by the flow of foreign direct investment
for PPPs but also other factors such as selectivity, risk
return, and client demand. MIGA also notes that MIGA
has been collaborating with the rest of the Bank Group

to expand PPPs to low-income countries and fragile

countries, especially in Sub-Saharan Africa.

Broader assessment of PPPs. The report states the need
for assessing PPP results beyond development outcome
success rates by seeking more information on the quality
and efficiency of public service delivery, effects on the
poor, and fiscal sustainability, among other areas. MIGA
agrees with this assessment and notes these are important
aspects in assessing the results of PPPs. However, some

of the information is already captured in the project-

level evaluations. MIGA also finds the discussion in the

report outlining the key components of a monitoring and

evaluation system for PPPs as useful, but notes that it may
be better o integrate these components info existing
results frameworks, rather than formulate a new one for
PPPs.

Country risks and MIGA-supported PPPs. The

report states that MIGA's political risk insurance did not
necessarily allow PPPs to get structured in higher-risk
environments, with MIGA-supported PPPs located in
countries with Institutional Investor Country Credit Risk
rating scores of 35-50 (that is, medium and low risk).
MIGA notes that this finding is consistent with the fact that
PPPs are mostly concentrated in middle-income countries,
as previously discussed, with most of the MIGA-supported
projects located in nascent and emerging markets from

a PPP-readiness standpoint. MIGA also notes its recent
efforts to support PPPs in more high-risk countries and
low-income countries, especially in Sub-Saharan Africa, as
part of the broader World Bank Group efforts.

Demonstration and replication effects. The report
states that at times demonstration and replication

effects may be as important as the actual transaction.
MIGA agrees with this assessment and notes that
demonstration and replication effects are fundamental

to the private sector development process that has been
well documented in previous IEG reports (Results and
Performance 2010), as part of the effort to understand
better the “how” of the private sector development
process. MIGA also notes the several examples from the
report regarding the demonstration and replication effects
of MIGA-supported projects that contributed to significant

development impacts.

Lessons from Experience in Client Countries, FY02-12

19



Management Action Record

IFC’s PPP investment focus: established or less developed environments
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Management Response IFC plays a convening role in Investment Services, helping bring together different
players to support a project developed by the sponsor. In the majority of investment
projects that IFC supports, it comes in after the sponsor has already chosen the
location and prepared a project. The demand-driven and demand-contingent
offering is difficult to execute in less developed (from a PPP perspective) markets.
With the exception of a few cases where IFC can influence project development,
it will continue to be a financier of already developed project proposals and one
cannot realistically expect too much of a move toward the PPP frontier. However,
there are recent efforts in this direction such as an increased focus on FCS countries.
The report is also sanguine about the ability of IFC Investment Services to continue
achieving high development outcomes in more risky environments. IFC has fo
proceed with caution, given that it is possible that the high overall development
outcome success rate in Investment Services may not be sustained as it grows its PPP
Investment Services portfolio in difficult countries.

Lessons from Experience in Client Countries, FY02-12 21
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Stakeholder engagement and commitment

IEG Findings and Conclusions

|IEG Recommendation

Acceptance by Management

Management Response

Although almost all IFC advisory services for PPPs transaction cases (97 percent) delivered
specific advice for phase 1, about half resulted in an award of a contract. Among projects
that failed to reach contract closure, the top drivers of failure were political and economic
risk factors and lack of government commitment. Collectively, the two factors contributed

to the failure in 75 percent of these projects. Of projects where government capacity was
weak, over half reached contract closure, which indicates that IFC advisory can step in

with its capacity to handle the process. An important lesson is that more upfront work

should be undertaken to better assess client commitment and to determine the areas of
potential support and opposition to a project within the client government. Such work could
occur before signing the Financial Advisory Services Agreement. For projects that involve
commitments from multiple stakeholders, IFC should engage in a pre-mandate assignment
to identify and map stakeholders and engage in discussions with them to determine their
support for the projects. It is also important to ensure that the client has real decision-making
authority and is not a source of technical expertise/oversight who still needs to go elsewhere
for decisions on project implementation. This is likely to require more field presence of senior
staff who can technically engage in such business development activities with key policy
makers. Efforts to increase awareness about the circumstances under which PPPs can present
a solution for infrastructure constraints and how PPPs work would be important components
of such upfront work.

IFC PPP Adpvisory Services should rethink its client engagement management with
a view to ensuring broad stakeholder consultation up front and maintaining or even
improving government commitment fo PPP transactions, in collaboration with relevant World
Bank Group staff.

IFC agrees

The recommendation is consistent with IFC’s understanding of the critical nature of
ensuring client commitment. It is also in harmony with IFC’s due diligence process
and current efforts to integrate World Bank Group colleagues in the project approval
and implementation. IFC PPP Advisory Services already have a process of mapping
out the key stakeholders at project approval and will continue to strengthen the
practice.

IFC PPP Advisory Services will continue to work on improving government
commitment by building capacity of government counterparts through workshops.
The workshops are intended to enhance the government understanding of the
process and requirements for a successful transaction

World Bank Group Support to Public-Private Partnerships



Framework for implementing the PPP agenda

IEG Findings and Conclusions

|IEG Recommendation

Acceptance by Management

Management Response

PPPs are high on the World Bank Group's strategic agenda. The recently adopted World
Bank Group strategy expresses the firm intention to “increasingly promote public-private
partnerships.” PPPs are also widely reflected in other conceptual and strategic notes.
However, the Bank Group does not provide coherent direction on how these various
strategic infentions would be translated into operations. Currently there is no explicit
managerial framework that could provide guidance fo staff and management on issues,
such as roles and responsibilities and processes in implementing the PPP agenda, resource
allocation, knowledge management, or monitoring and evaluation. In view of the various
entities engaged in PPPs at the corporate and country levels across the PPP delivery chain
and the currently envisaged PPP CCSA, a minimum of guidance appears essential to
facilitate translating the strategic intent info a country-tailored solution. The evaluation also
finds that the World Bank Group would benefit from applying PPP country diagnostics that
assess a country’s readiness and help to tailor the Bank Group-wide PPP response.

Once the new PPP CCSA has been established, it should translate the World

Bank Group's strategic intentions with regard to PPPs into an operational
framework, covering aspects of organization and processes, resources, knowledge
management, and monitoring and evaluation. This framework should (i) define the

role of the PPP CCSA and its interactions with other relevant Bank Group stakeholders, (i)
facilitate the identification of country-tailored solutions based on country diagnostics, and {iii)
foresee a Bank Group-wide PPP knowledge management platform.

World Bank Group agrees

Management broadly agrees with the recommendation. The formation of a PPP CCSA is
aimed at harmonizing the PPP agenda across the World Bank Group.

Management will work fo articulate a strategic direction for the PPP CCSA and to
develop a consistent operational framework for engaging with PPPs.

Through the PPP CCSA, management will work with counterparts in regional units
and the Global Practices to identify the most appropriate means for supporting
operations with sound PPP diagnostics.

Lessons from Experience in Client Countries, FY02-12
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Assessment of private sector participation and fiscal implications

IEG Findings and Conclusions

IEG Recommendation

Acceptance by Management

Management Response

I[EG's analysis of the country strategies of 45 countries did not reveal much evidence that
the Bank Group had provided advice on whether private sector involvement (in the form of
a PPP) was the best option, given the relevant country-level circumstances. The nine country
cases indicate that the World Bank Group'’s approach to PPPs has been based on the
assumption that involving the private sectfor is a good thing. Although careful analysis of a
transaction’s economics, feasibility, and sustainability is of course encouraged, public sector
comparators—systematically comparing PPPs against the public sector for value for money
to justify private sector involvement—were not a part of the World Bank Group activities.

Systematic approaches to the client government’s capacity to assess the fiscal implications
of PPPs were rarely found during FYO2-12. IEG's portfolio review indicates that although
World Bank Group projects tend to give attention to ensuring adequate risk sharing,
downstream contingent liabilities are rarely fully quantified at the project level. Recent efforts
to systematize and introduce a framework for assessing fiscal implications of PPPs are a
valuable contribution, but it is unclear how they would be implemented Bank Group-wide.

The World Bank Group should systematically integrate efforts to assist governments
in (i) making strategic decisions with regard to the level and nature of private sector
participation in infrastructure and social service provision and (ii) assessing fiscal
implications, including any fiscal liabilities associated with PPPs.

World Bank Group agrees

As the evaluation mentions in the overview, the World Bank Group is already
increasing efforts fo assist countries to develop PPP project pipelines. These efforts
include the development of systematic tools capable of integrating various pieces of
data into a comprehensive tool for decision makers. Moreover, these tools consider
the fiscal space available for infrastructure investments.

The future PPP CCSA is expected to provide analysis, guidance, and fools to
strengthen the groups’ capacity to support client countries” decision making about
partnering with the private sector, including assessing potential fiscal liabilities
associated with PPPs.

In addition, if the Bank Group is to set up a Global Infrastructure Facility or Platform
focused on PPPs, the Facility will be managed from the PPP CCSA, which will work to
establish criteria for project selection and technical support from the Bank, upstream,
in project preparation and for financial arranging of investments.
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Handling of unsolicited PPP proposals

IEG Findings and Conclusions

IEG Recommendation

Acceptance by Management

Management Response

To date, the Bank Group has not adopted a policy on how to address unsolicited proposals.
In 2013, IFC advisory services issued guidelines on how to handle negotiated contracts

for its PPP business line, expanding its product offerings; however, there is no Bank Group-
wide practice yet. Ongoing Bank Group practice ranges from advising countries to reject
unsolicited bids and solely rely on PPPs tendered out; to advising countries to design a
suitable framework for managing them. Given their importance and the 2013 Bank Group
strategy’s emphasis on PPPs, there is a need fo provide guidance on this issue to Bank Group
staff engaged both in both upstream and downstream work. The expanded product offering

and resulting experience from IFC advisory services may offer useful learning for the rest of
the World Bank Group.

The World Bank Group should provide authoritative guidance to its staff on how to
handle unsolicited PPP proposals, both in its upstream and downstream work. Given
the importance of unsolicited bids, in particular in countries with an upstream deal gap, there is
a need for a Bank Group-wide policy on how to handle them best, so that countries can benefit
from the upside of unsolicited proposals, that is, funding of project preparation and innovation,
while at the same time safeguarding public inferests and integrity.

World Bank Group partially agrees

Management agrees that this is a pressing issue that warrants authoritative guidance
to staff across the World Bank Group. Management, however, does not agree that a
new Bank Group-wide policy needs to be introduced.

Determining the most appropriate means for addressing unsolicited PPP bids will
require consolidating the knowledge generated within the World Bank Group as well
as external organizations.

The PPP CCSA will perform the vital function of managing and collating PPP-related
knowledge. Accordingly, it will develop a comprehensive understanding of the
various methods for managing and responding to unsolicited PPP bids that can be
used to create a literature set on the topic of unsolicited bids.

Lessons from Experience in Client Countries, FY02-12
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Monitoring PPPs over the long term

IEG Findings and Conclusions

IEG Recommendation

Acceptance by Management

Management Response

IEG found that evaluation reports that shed light on important aspects of public service
delivery are rare, for instance, on access, pro poor aspects, and quality of service delivery.
The existing monitoring and evaluation systems (Expanded Project Supervision Reports,
Implementation Completion and Results Reports, Project Evaluation Reports, and so forth),
IFC’s Development Goals, and DOTS do not record these data systemically. In light of the
Bank Group's central goal of fighting poverty—reaffirmed by the new 2013 strategy’s twin
goals of ending extreme poverty and promoting shared prosperity—and in light of the infent
to increasingly pursue PPPs, there is an urgent need to infroduce a more systematic way

of monitoring PPPs. Such a system should not only better capture the end-user aspects of
PPPs (when relevant), but should also monitor PPP performance beyond the early years of
operational maturity.

As monitoring and evaluation systems are resource intensive and need to be embedded in
corporate reporting systems—which should in any case collect the relevant outcome data on
a regular basis—and national statistics services.

The World Bank Group should define principles for the monitoring of PPPs over
the long run, that is, beyond operational maturity (IFC/MIGA) and project closure
(World Bank), to capture all vital performance aspects of PPPs, including—where
relevant—user aspects.

World Bank Group agrees

The World Bank Group is focused on decreasing the incidence of absolute poverty and
boosting shared prosperity. Access to basic services remains far from universal across
the developing world, which lowers quality of life and can constrain productive activities.
Accordingly, the Bank Group has identified PPPs as an important delivery mechanism fo
maximize the reach of public resources, while improving the efficiency and quality of the
basic services reaching citizens.

Management agrees with IEG that monitoring the effects of World Bank Group PPP
operations is vital. Together, with IFC and MIGA, the World Bank will identify a process
through which a suite of principles can be created to guide and inform task teams seeking
to monitor the performance of PPP operations. Additional work on impact evaluation
placing PPPs against other models of service delivery may have to be explored for a fuller
understanding of potential impacts.

World Bank Group Support to Public-Private Partnerships



Chairperson’s Summary: Committee on Development Effectiveness

The Committee on Development Effectiveness met to
consider IEG’s World Bank Group Support to Public-Private
Partnerships—Lessons from Experience in Client Countries,
FY02-12 and World Bank Group draft Management

Response.

The committee welcomed the report and appreciated
management’s broad concurrence with the findings

and recommendations. They commended IEG and
management for the constructive dialogue and
encouraged them to continue working fo achieve better
results. Members acknowledged that public-private
partnerships (PPPs) are crucial for closing the infrastructure

gap in developing countries.

Members emphasized the importance of using the new
Systematic Country Diagnostic and Country Partnership
Framework fo assist governments in making strategic
choices regarding PPP infrastructure development.

They supported incorporating PPPs into the World

Bank Group's operational framework in new country
engagements and stressed the importance of early
analytical work and early government engagement to
identify the need for PPPs in each country context. Noting
the timeliness of the evaluation with the establishment of
the Global Practices and Cross Cutting Solution Areas
(CCSA), members were pleased to learn that leads on
PPPs will be identified in each Global Practice to ensure
the PPP agenda moves forward. Members noted they
expected strengthened Multilateral Investment Guarantee
Agency (MIGA) support and close coordination between
the International Finance Corporation (IFC), MIGA, the
Global Practices, CCSAs, and the operational group, and
looked forward to more information on how an infegrated
approach and strategic alignment among the different

entities will be effectively achieved.

Members emphasized that IFC should apply a pro-

poor lens to measure PPP impact. They underscored

the importance of improving the World Bank Group’s
monitoring and evaluation systems to better systematically
record data about the impact of PPPs on poverty
reduction, and to ensure such monitoring and evaluation
work feeds back into future PPP project design and
implementation. They welcomed that IFC will work with
the Poverty Global Practice and results measurement
experts in the World Bank Group in order to come up with
adequate indicators and were encouraged to learn that
client feedback on results measurement will be extended
to all Global Practices to measure progress and ensure
adequate service is being provided.

Members encouraged IFC to use a well-balanced risk-
based approach and to strengthen its engagement in
frontier, nascent, and emerging markets, particularly
those with weak PPP-enabling environments, where IFC’s
additionality is strongest. They agreed that coordination
with MIGA would be crucial. Members agreed with the
need for more ex ante fiscal analysis and a deepening
of political economy expertise by IFC. The committee
stressed the importance of clearer communications
about PPPs’ benefits and transaction costs. They called
for a stronger focus on assisting governments to manage
PPP fiscal implications and local resources; spreading
knowledge and best practices; assisting clients in making
strategic decisions on the level and nature of private
sector participation in infrastructure; and addressing
client countries’ resource and capacity limitations to

operationalize PPP pipelines.

Juan José Bravo
CHAIRPERSON
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