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
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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.





