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Nature of IEG’'s Work

* Why do we evaluate?

Accountability
Learning
Results/resource allocation

 Micro and Macro Evaluations

* We share results with stakeholders

Knowledge and Development

Telecomms. in Kenya

Kenya — ﬁrevious attempts to
privatize had failed

Govt of Kenya needed technical
advice and neutral broker

From mid-2006, IFC acted as
privatization advisor to GOK

Short run: $390 million in new
investment/revenue realized

Long run (expected): Expansion of
rural network, increased
connectivity

Indirectly led to Safaricom mobile
divestment




Knowledge and Development

Corporate
Governance, Egypt

In 2005, the GOE wanted to promote a
“culture” of good corporate governance
in Egypt, tostimulate private investment

Requested help from IFC. IFC .
developed a CG framework and assisted
in building up local CG training capacity

Short run: Contributed to two CG codes;

customized training delivered, in

Bartnersmp with Egyptian Institute of
irectors, and Egyptian Banking Institute

Medium run: Training programs are
being run on a sustainablée basis

Long run (expected): Improved CG, i.e.
better standards of risk management,
transparency, shareholder rights, all key
for increased private investment

Knowledge and Development

* Financial and physical resources are not
sufficient for growth

» Advances in knowledge and technology are
essential — to enhance productivity and
competitiveness

* Requires combination of public and private
sector actions




New this year...

IEG’s Annual Evaluation of IFC’s Development
Results features the:

First global evaluation of
IFC Advisory Services

Thus, the first combined
assessment of IFC’s
Investment & Advisory
businesses

Three general messages

* Strategic coherence at all levels is essential
to enhance the sustainability & impact of
Advisory Services

» Key success drivers for AS are:
Client commitment
Additionality
A programmatic approach
Local presence

A successful crisis response  needs to be:
Visible and timely, providing a signaling effect
AND balances portfolio management with new
business pursuits




Three messages on partnership

for development

e Strategic cooperation, internally and
externally, is critical for maximizing IFC’s
additionality and development role

* Internally, a clearer paradigm & incentives
for aligning IS and AS, and stronger WBG
cooperation, are fundamental

» Externally, IFC, clients, donors, & other IFIs
should deepen strategic partnerships,
emphasizing management for results

Development Results: Outline

 Context: Global Financial Crisis
 Key IFC Development Results

e Main Findings on IFC’s
Knowledge Delivery

 Recommendations
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Context: Global Financial Crisis

* Private sector at heart of crisis...’existential’
guestioning of role of markets

 But...private sector is a major engine of
growth...will be central to long term recovery

* [FIs have key ‘market failure’ roles to play
Fill funding gaps; address long term needs

Knowledge solutions geared towards enhanced
governance, standards, regulation

Key IFC Development Results:

Investment Services

» Continued growth in investment operations
Fivefold increase in five years: $2bn in FO3 to $10bn in FY08

 Improved development outcomes (up to crisis)

72% of operations maturing between 2006-08 achieved high
development outcomes (met or exceeded benchmarks)

Most projects were implemented prior to crisis; effects of crisis likely
to be seen in newer operations (early implementation)

» Substantial variation by region & income level
Stronger performance in Europe and C. Asia; Latin America; S.Asia

Weaker performance in East Asia Pacific; and the mainly IDA Sub-
Saharan Africa, and Middle East and North Africa

Strategic sectors (Inf; FM) generally did well; but environmental

effects ratings for FI operations were again poor 12




Key IFC Development Results:

Investment Services

» Weak results in mature operations, relative to
other regions

* Declining performance over time, though with
some financial sector successes in 2008

» More exposure to non-repeat clients than
elsewhere

» Work quality has been the main driver of
results
66% of ops. high on structuring & appraisal (75% rest of IFC)
75% of ops. high on supervision (87% rest of IFC)
Note: Additionality quality strong in MENA (92%); mainly financial 13

Key IFC Development Results:

Advisory Services (AS
» Rapid growth in IFC AS, in $ and staff

Has changed face and nature of IFC

Portfolio nearing $1billion; 1,262 staff (and some 1,300 short-
term consultants each year)

» Overall Results of AS, FY06-08:

70% of projects closing in FY06-08 achieved high development
effectiveness ratings (met or exceeded objectives)

Material variation by region and business line...

Role and impact falls off at higher levels of income
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Key IFC Development Results:

Advisory Services, by Region

Projects in SECA performed best, LAC the weakest...

Southern Europe, Central Asia (SECA)
Middle East & North Africa (MENA)
South Asia Region (SAR)
Sub-Saharan Africa (SSA)

East Asia, Pacific (EAP)

Central & Eastern Europe (CEE)

Latin America & the Caribbean (LAC)

[N

Note: ECA (SECA and CEE) especially strong for projects
beginning since 2005; SSA results have also improved

Key IFC Development Results:

Advisory Services, by Business Line

INF, BEE & CA (more established) relatively strong...ESS
(newer, more scattered) lagging...

al and Social

ent

|Business Enabling Enyt.
| Corporate Advice
|Access to Finance

|Environ
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Key IFC Development Results:
Advisory Services (AS), MENA

« Strong performance in Corporate Advice
(espec. corporate governance) & Finance

» More mixed in BEE and INF (no ESS prog.)

» Morocco projects very effective,
characterized by strong client commitment

» Weaker performance in UAE, additionality
guestionable

 Stakeholders appreciated IFC technical

guality & relevance; more outreach needed v

Delivery of IFC’s Knowledge Services:

Main Findings

1. Professionalization growing, but strategic
clarity lacking (at various levels)

Additionality is fundamental

Client commitment seems key for results
Local ownership/presence matters
Programmatic interventions perform better

|S-linked AS is more effective in some
business lines

Performance measurement and knowledge
management improving, but need attention

o0k WD

~

18




1. Professionalization growing, but

strateqic clarity lacking

» AS growth fragmented (since 1980s)

» Efforts to professionalize since 2005, including:
Business Lines established; Core & non-core products
Project M&E system (more advanced than other MDBS)
Pricing policy (unlike other MDBSs)
AS Vice Presidency in 2008

* No overall strategy, with clear goals (incl. fit
with 1S), staffing model, funding mix, targets...

What results is the business being managed
for? — Globally, at region and country levels

19

2. Additionality is fundamental

* Crucial that IFC complements others with
special contributions: Additionality

 Quality of additionality impacts results:
With high additionality: 83% ‘success’ rate

With low additionality: 13% ‘success’ rate

* Global knowledge and neutral broker roles are
are key additionalities (according to
stakeholders)

20
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3. Client Contribution Seems Key

for Results...

) %, - - 1) *t
*4 *4

Note: Pattern also holds for BEE (i.e. not just firm specific)

("r#
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..but client contributions have

been limited to date

* Donors and IFC still fund most operations
(FY08):
Donors — 55% of expenditures
IFC — 41%
Clients — 4%
* Evidence of $ subsidy (partial or full), in many

cases when client is an IFC investee (and
pays a market price for the financing)

Pricing policy execution is work in progress

22
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4. Local presence/ownership matters

for impact: efforts to devolve further

* This evaluation shows the importance of
local IFC staff presence:
Field-based TL: 78% success rate

HQ-based TL: 65% success rate (even lower for ESS)

* Local presence helps with tailoring of project
design to fit client needs, & supervision

* IFC taking steps to shift more responsibility
and budget to local/regional level
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5. Programmatic interventions have

strong results; not so common

» Better outcomes when AS is linked with other
AS (in sequence or in parallel)

Linked: 76% success rate

Not linked: 66% success rate

* Only around 1/5 of AS operations are
‘programmatic’, by this definition

» Systemic interventions tend to perform well;
important to align with WB and other partners

* More programmatic AS is desirable

24
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6. IS-linked AS more effective In

some business lines
* Around 20% of AS linked with AS

* The following IS-linked AS has performed well:
SME linkages — real sector (agribusiness, manufacturing)

ESS projects do better when delivered to an investee, and
can enhance impact (but need client commitment)

Evaluated INF and BEE IS-linked AS generally rated highly

» Weaker performance in A2F:
Around a half of IS-linked AS achieved high devt. ratings

* As a corollary: IS and AS performance tends to
move together (but moderately)
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7. Performance measurement and

KM improving, but need attention

» Strong M&E and knowledge sharing can
enhances focus and prospects for success

* Improving at project level, but still major gaps:
PCR less than minimally acceptable: 49% of cases

‘No opinion possible’: Around a 1/3 of cases (often due to
incomplete PCRSs)

Issues: Baseline data; use of indicators; lesson capture

* Facility and product reviews of some use, but
show design and independence weaknesses

» Meaningful results targets at corporate, regional
and country levels yet to emerge 2
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Five recommendations for IFC

1. Crisis : Manage portfolio/new business
tension; clear rules of engagement;
promote prudent risk management

2. Develop an overall AS strategy, which:
Articulates IFC comparative advantages
Establishes clear goals and objectives
Considers scenarios (e.g. for staffing; funding; etc.)
Contains meaningful performance targets
Note: Same applies at the region & country levels

3. Pursue more programmatic AS
interventions
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Five recommendations for IFC

4. Improve pricing policy execution
Short run: Greater client contributions (less subsidy)

Long run: Consider value-based pricing, where feasible

(reflects quality/additionality of AS, rather than cost)

5. Strengthen AS performance

measurement and Knowledge Mgmt

More M&E support; lesson capture

More arms-length reviews of IFC facilities, products &
projects

Results-based AS targets & benchmarking
Consider PSD knowledge management unit

28
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