




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 M&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

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-

hesive 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 (c) 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 how 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

overhead and administration costs.

This will derive the entire cost of the Advisory

Services intervention and enable more thorough

assessment of the effectiveness of the Advisory

Services intervention, and adequate compari-

son among various projects and programs.
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The evaluation comprised two levels: the indi-

vidual advisory project level and the PEP-ECA

program level. As such, this evaluation con-

ducted independent project evaluations, as well

as an analysis of PEP-ECA management struc-

ture and support functions, that is, human re-

source management and M&E. 

Project-level evaluations. All together, 44

projects were evaluated, comprising the build-

ing blocks of the PEP-ECA evaluation, in 34 Proj-

ect Evaluation Reports (PERs) (see table A1).

Several projects that were extensions or subse-

quent phases of a project were combined in one

evaluation report. Similarly, advisory operations

with two or more donors that resulted in multi-

ple assignments were combined in one evalua-

tion report.

A comprehensive evaluation of all 32 PEP-ECA

advisory projects initiated from FY 2001 and com-

pleted by the end of December 2005 was con-

ducted for this study. The following, because they

were studies, were not included in this evaluation:

Azerbaijan Technical Assistance Diagnostic proj-

ect, Energy Efficiency Investment Study, IFC Leas-

ing Best Practice Manual, Russia Banking Sector

Corporate Governance Study, Russia Private Sec-

tor Higher Education Study, Russia Waste Gas

Utilization Feasibility Study, Ukraine Banking Sec-

tor Corporate Governance Study, and Uzbekistan

Dairy Sector Supply Chain Study (phase 1). The

32 projects were evaluated in 26 PERs.

In addition, IEG-IFC evaluated a sample of 12 pre-

FY 2001 advisory activities (in eight correspon-

ding PERs) in the CIS region, which largely

comprised the first generation of PEP-ECA proj-

ects in the formal product lines, were ongoing

at the time of the creation of PEP-ECA in May

2000, and were at least partly managed under

PEP-ECA. Before FY 2001 PEP-ECA projects were

chosen based on their potential to (a) reveal

lessons relevant for IFC Advisory Services strat-

egy, delivery, and implementation in the future

and (b) shed light on PEP-ECA projects’ long-term

impact. 

PERs piloted by IEG-IFC for this evaluation ex-

pand on advisory project completion reports

that IFC has recently rolled out for all advisory

projects and programs. An IFC working group ad-

vised by IEG-IFC developed the evaluation frame-

work (see appendix B for evaluation rating

criteria and template). This framework, based on

Development Assistance Committee (Organisa-

tion for Economic Cooperation and Develop-

ment) principles, takes into consideration distinct

project dimensions, which are rated according

to (a) strategic relevance, (b) output delivery, 

(c) outcome achievement, (d) impact achieve-

ment, and (e) efficiency. A development effec-

tiveness synthesis rating of these five dimensions

is assigned, as well as a separate rating on IFC’s

role and contribution. In addition to these 

core dimensions, which form the basis of IFC’s

project completion reports, IEG’s evaluation

prototype rates the work quality of IFC staff,

consultants, and other partners. 

The evaluation framework, which provided the

basis for interview guides, surveys, and focus

groups, was adapted to specific product lines

when IEG-IFC evaluators, comprising staff and

external consultants, conducted phone inter-

views and visited nine countries: Armenia, Be-

larus, Georgia, Kazakhstan, Kyrgyz Republic,

Russian Federation, Tajikistan, Ukraine, and
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Uzbekistan. Meetings and interviews were held

with a broad cross-section of stakeholders, in-

cluding government officials, Advisory Services

clients, private sector representatives, multilat-

eral and bilateral donors, World Bank Group

staff, educational institutions, representatives

from the media, and nongovernmental organi-

zations. In total, IEG-IFC conducted roughly 400

stakeholder interviews and surveyed approxi-

mately 210 clients to complete project evalua-

tions. IEG’s team attempted to assign a fair and

accurate synthesis rating for each project based

on an analysis of information acquired on field

visits and from stakeholder interviews, PEP-ECA

project documents and reports, IEG-IFC sur-

veys, and self-reported M&E data. The 34 PERs

completed by IEG, which capture the results

from 44 projects,1 were subject to external and

peer reviews as well as feedback from PEP-ECA

management and staff to confirm factual accuracy.

Although the final text of PERs reflects valuable

comments and review by PEP-ECA, the ratings are

based strictly on IEG Advisory Services ratings

guidelines and IEG-IFC judgment.

Limitations and caveats. Given the wide time-

frame for evaluated projects, including before

PEP-ECA projects (with the earliest start date of

FY 1996 and earliest end date of FY 1999) and

PEP-ECA projects (with the latest start date of FY

2003 and latest end date of FY 2005), the extent

and quality of data captured, specificity of indi-

cators relative to project objectives, and available

documentation varies greatly. Although impact

that is more widespread is directly correlated to

the passage of time, the M&E frameworks on ear-

lier projects are less robust. Because clients and

other stakeholders memories fade, findings based

on interviews and survey results on older proj-

ects are less reliable as well. Conversely, projects
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Table A1. Overview of Projects Evaluated by IEG-IFC (number)

PERs for
FY01–05 Projects evaluated Total
projects PERs for approved projects projects

Projects completed FY01–05 FY01–05 before approved evaluated
approved by end projects projects FY01 before in this Total
FY01–05 FY06 evaluated evaluated evaluated FY01 study PERs

Armenia 0 0 0 0 1 1 1 1

Azerbaijan 3 1 0 0 0 0 0 0

Belarus 2 1 1 1 1 1 2 2

Central Asiaa 2 2 2 2 0 0 2 2

Georgia 1 1 1 1 0 0 1 1

Kazakhstan 1 1 1 1 0 0 1 1

Mongolia 1 0 0 0 0 0 0 0

Regional 1 1 0 0 0 0 0 0

Russian Federation 25 19 15 12 4 3 19 15

Tajikistana 4 3 3 2 0 0 3 2

Ukraine 12 7 6 4 6 3 12 7

Uzbekistana 5 4 3 3 0 0 3 3

Total 57 40 32 26 12 8 44 34

Source: IEG data.

Note: PERs are project evaluation reports.

a. Multicountry projects in the Kyrgyz Republic, Tajikistan, and Uzbekistan.



completed more recently are likely to have

stronger attribution to PEP-ECA than older proj-

ects as a function of partner and participant

memory. Likewise, M&E frameworks have been

refined over time and indicators are more closely

linked to project objectives; however, in some

cases, insufficient time has passed for signifi-

cant or widespread impact to occur.

Evaluations are also subject to limitations. First,

time and resource constraints for conducting

these evaluations limit the ability to capture all

relevant information, despite attempts to access

the most meaningful information to provide a fair

assessment of all 44 projects in nine countries

during the identified period. Second, PEP-ECA’s

financial accounting system, which tracked dis-

bursement of donor funds, did not allow for

easy tracking of expenditures by client or activ-

ity on a specific project. There are examples

where not all project activities are accurately

tracked. Thus, deriving an efficiency measure

was difficult. Third, files from older IFC proj-

ects were not complete and the quality of records

was uneven, including missing key dates for

project proposals and final drafts. Also, some

former clients refused to provide data. 

In addition, attribution of outcomes to IFC pre-

sented a challenge, not only due to the passage

of time and faded memory, but also because of

the presence of other international donors and

financial institutions, multiple stakeholders, non-

governmental organizations, and private enter-

prises active in the same areas. There are

examples in which a sufficient number of stake-

holders gave credit to IFC for development out-

comes, including drafting and passage of legal

and regulatory reforms or market growth. IFC

often, however, got more credit for contributing

to development outcomes than being the sole

purveyor. Also, development impact on proj-

ects narrow in scope could be more easily at-

tributed to PEP-ECA. 

Program-level evaluation. IEG’s evaluation

team conducted stakeholder interviews, in-

cluding meetings with current and former IFC

and World Bank staff, to understand cross-cutting

themes relevant to PEP-ECA program structure

and evaluation of individual projects. The eval-

uation of PEP-ECA program structure drew on

earlier evaluations of project development fa-

cilities, PEP-ECA strategy as approved by the

Board, presentations and internal reports, IEG’s

country and thematic evaluations, World Bank

Group evaluations, and internal IFC reviews.2

Environmental and social implications. The

PEP-ECA study reviewed the environmental and

social implications of the PEP-ECA program,

where relevant. This includes an exploration of

how project-related environmental and social

sustainability issues have been addressed in the

PEP model, how these objectives were identified

and formulated at appraisal, how they have been

monitored and met, and what have been project-

level and wider environmental and social im-

pacts of PEP-ECA operations. Those projects that

had a direct environmental impact, such as agri-

culture, forestry, and manufacturing supply chain

linkages, were reviewed. In terms of social impact,

the absence of indicators tracking development

outcomes to women-owned SMEs as a result of

PEP-ECA Advisory Services activities in leasing fi-

nance, for example, limited measurement.
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These guidelines can also be used for evaluating

Advisory Services for other purposes, for exam-

ple, in project supervision reports or project

completion reports.1

IEG-IFC advisory PERs should be concise and the

use of bullet points is recommended for the ra-

tionales to support the evaluative judgments

(ratings) and lessons. 

I. Project Evaluation Report Dimensions
IEG-IFC rates advisory projects on nine dimen-

sions: (a) strategic relevance, (b) output achieve-

ment, (c) outcome achievement, (d) impact

achievement, (e) efficiency, (f) IFC role and con-

tribution, (g) IFC work quality, (h) consultant

work quality, and (i) the work quality of partners

who were critical to the project’s achievement

of results.2 Ratings on the first five dimensions

are synthesized into an overall rating of devel-

opment effectiveness, and ratings on three in-

dicators of IFC work quality are synthesized into

an overall rating on IFC work quality. Ratings on

the two additional work quality dimensions—

consultant work quality and others’ work qual-

ity—are not synthesized. The following sections

provide detailed guidance on how to make rat-

ing judgments.

A. Development Effectiveness
This development effectiveness dimension is

based on a synthesis of ratings of project strate-

gic relevance, results (outputs, outcomes, and im-

pacts) and efficiency. Desired results for IFC

advisory projects are specified ex ante in docu-

ments at approval in the form of objectives with

monitorable output, outcome, and impact indi-

cators and specified targets for the indicators.

These are monitored during the life of the proj-

ect through project supervision reports and then

compared at project completion with achieved

results in a project completion report. Some re-

sults—medium-term outcomes and long-term

impacts—may be unknown at project comple-

tion, but can be examined post-completion. Re-

sults of advisory projects may be intended or

unintended and positive or negative. Outputs are

the products, capital goods, and services that re-

sult from a development intervention. They are

the immediate deliverables of the advisory in-

tervention. Outcomes are the positive and neg-

ative, intended or unintended, and short- and

medium-term effects of the advisory project.

Impacts are the positive and negative, often

long-term effects produced by advisory inter-

vention—directly or indirectly and intended or

unintended (see figure B1). 

All advisory projects are eligible for a develop-

ment effectiveness synthesis rating, but not all

projects will be rated on all five dimensions.

IEG-IFC should rate those projects whose main

objective is the conduct of a feasibility study for

an investment operation only on the dimen-

sions of strategic relevance and output. Many of

these studies will result in investment opera-

tions whose development and investment out-

come performance would be potentially captured

in the expanded project supervision report (also

known as XPSR) system. The output of advisory

projects in such cases would be the study itself.

The outcome—the approval of an investment

project as evidenced by a project data sheet or

a no-go decision—is not separately evaluated. 

Some advisory projects are studies that result in

free-standing specific advisory projects that in

turn can be individually rated under this Advisory
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Services rating framework. The output in these

cases would be the study, and the outcome would

be a new advisory project. Other studies may still

have value if, based on their findings and rec-

ommendations, a potential investment opera-

tion or advisory project is not undertaken, but

this impact cannot be measured. 

When individual ratings have been made on the

five dimensions (strategic relevance, output

achievement, outcome achievement, impact

achievement, and efficiency) that make up de-

velopment effectiveness, the ratings are synthe-

sized into an overall rating of development

effectiveness. This is not a mechanical average,

but a synthesis of the project’s results in the

field and its contribution to IFC’s purpose and

mission.

The development effectiveness rating may

change over time as medium-term outcomes

and long-term impacts may not be apparent at

project completion; therefore, it is important to

indicate the status of the outcome and impact rat-

ings assigned. Ratings should be assigned at

project completion, but the ratings should be

based on reasonableness of outcome and im-

pact attainment at completion. It should be

noted if this is a preliminary estimate and the im-

pact evaluation should be revisited. 

Each of the results dimensions is discussed in

turn below.

1. Strategic relevance. Did we do the right

project at the right time?

The strategic relevance dimension measures in

retrospect the importance of the advisory proj-

ect to achieving country strategic objectives, its

appropriateness at initiation and completion

given conditions at the time, and whether the ad-

visory project was the appropriate instrument for

the work. For this rating, judgment is made on
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Figure B1. Advisory Services Indicators
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whether a “window of receptiveness” to the ad-

visory project exists in terms of the economic or

political situation and the advisory project’s cen-

trality to the country priorities and IFC’s coun-

try strategy. 

Based on IFC’s Article I Purpose (see box 2.2),

one important consideration is the extent to

which the project is focused on addressing short-

comings in the investment climate or helping to

build in-country business infrastructure capac-

ity. Investment climate specifically refers to coun-

try conditions, including legal, regulatory, and

judicial frameworks; rule of law; institutional ca-

pacity; investment incentives and barriers; peace

and order situation; level of corruption; and ac-

cess to cost-effective labor, domestic finance,

and business support services.

Principal indicators of an advisory project’s rel-

evance are its focus on the investment climate

and/or alignment to a designated country assis-

tance strategy and IFC country strategy high-

priority issue; relevance to the direct client as

indicated, for example, by client contribution

through client fees; and potential for high impact.

A paid partial client fee provides an indication

that the service has relevance to the intended

recipient. 

• Should the work have been undertaken at

all? Did it make sense given the conditions,

needs, or problems to which it was intended

to respond? How well aligned was the work 

to the country assistance strategy and to the

IFC advisory country strategy or sector or

program-specific strategy? Are the project’s ob-

jectives consistent with the region’s and coun-

try’s current development priorities and

IFC/Bank Region/country strategic objectives

for Advisory Services? What was the client’s in-

terest/receptivity (e.g., willingness to pay a

fee)? How appropriate was the work, given the

economic and political situation or donor

cycle at the time the work was initiated?

• Was the advisory intervention the appropriate

instrument for the work? Was the use of a

subsidy appropriate? What was the extent of

planned and actual client contribution? 

• Was the project intended to have broad impact

at the regional or national level? 

All advisory projects have been deemed rele-

vant at approval to receive funding. If they were

not deemed relevant, they would not have been

funded. They generally loosely relate to a coun-

try assistance strategy or IFC strategy paper,

given that they are promoting private sector de-

velopment. But this dimension goes beyond

these minimum levels and looks in retrospect at

the centrality of the project to the country as ex-

pressed in the country assistance strategy and

IFC’s strategic priorities. It also asks about the

potential impact of the advisory project. If it was

intended to impact the regional or national level,

it likely was strategically relevant. Client feedback

about the necessity of the advisory intervention

for attainment of primary objectives may also be

considered under strategic relevance. 

The evaluation standards for strategic relevance

are as follows:

Excellent: Assistance addressed major priority

issues; assistance aimed appropriately at na-

tional level impact; assistance at initiation and

completion was highly appropriate for condi-

tions; assistance achieved appropriate cost

recovery.

Satisfactory: Assistance addressed major prior-

ity issues to a large extent; assistance had po-

tentially substantial impact on the direct recipient

and/or local community; assistance was appro-

priate for conditions at initiation and completion;

assistance achieved majority of appropriate cost

recovery.

Partly unsatisfactory: Assistance overlooked

some priority issues; assistance at initiation was

appropriate, but conditions changed that could

not have been anticipated; assistance achieved

substantially less than appropriate cost recovery.

Unsatisfactory: Assistance addressed low-priority

issues; assistance was not appropriate given con-

ditions at initiation; there was no cost recovery,

although cost recovery was appropriate.
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2. Output achievement. Were the products,

capital goods, and services delivered? 

Expected outputs should have been specified

in the advisory project’s project data sheet. This

section reviews the extent to which they have

been achieved. Outputs should be evident dur-

ing the project timeframe. Outputs are the prod-

ucts, capital goods, and services that result from

a development intervention. They are the im-

mediate deliverables of the advisory intervention,

for example, the diagnostic report, training man-

uals, legislation drafted, 300 managers trained,

25 women-owned microenterprises developed,

or business plan developed. Output indicators

and associated targets should have been speci-

fied for each project in the project data sheet

technical assistance, and this section refers back

to them and indicates the extent to which they

have been achieved. 

Note that the word major is used in looking at

output achievement. The issue is not whether

every output specified has been achieved, but

rather the extent to which the key one or ones

have been achieved. If outputs have been mod-

ified, the reviewer should take into considera-

tion those outputs originally committed to, as

these were the basis for the funding. Short-

comings in output achievement may have to do

with either the number of major outputs

achieved and/or the extent to which one or

more were not achieved.

Client satisfaction measures are typically com-

ments on the quality of outputs. Client satisfac-

tion with the Advisory Services is not in itself an

outcome measure. (The outcome is that the

client changed behavior or performance as de-

sired per a project objective.) Note that client sat-

isfaction is just one indicator of output quality.

The evaluation standards for output achieve-

ment are as follows: 

Excellent: More than the expected outputs were

achieved with at least satisfactory quality, or all major

outputs were achieved with excellent quality.

Satisfactory: All major outputs were achieved

with satisfactory quality.

Partly unsatisfactory: Either at least one major

output was not achieved or at least one major

output was of less than satisfactory quality.

Unsatisfactory: Few or none of the major outputs

were achieved or several major outputs were of

less than satisfactory quality.

3. Outcome achievement. Were the intended

short- and medium-term effects of the in-

tervention achieved?

Expected outcomes should also have been in-

dicated in the results-based framework for the ad-

visory project. Outcomes are the positive and

negative, intended or unintended, and short-

and medium-term effects of the advisory project.

Client action taken because of the advice given

is one common type of outcome measure; it re-

flects client acceptance of recommendations.

(Development and delivery of the recommen-

dations to the client, in this case, as well as client

satisfaction with the Advisory Services, could be

output objectives.) Two outcome measures are

(a) the extent to which short- and intermediate-

term outcomes were achieved, for example,

acceptance of recommendations and (b) ap-

propriate addressing of environmental and social

issues.

Outcomes, however, require the PER author to

consider whether or how much the observed ef-

fects can be attributed to the project as an in-

tervention. This must involve consideration of a

counterfactual or a comparison of current per-

formance to what would likely have happened in

the absence of the program. So, for example, if

a major project objective is the creation of 100

jobs, it is important to estimate the difference be-

tween the current number of new jobs and what

would have been the case without the project.

Having a baseline pre-intervention number is

usually a critical starting point. Then the task is

to make a plausible case that it was the inter-

vention that made the difference between the
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baseline and the outcome measure. For many

projects, the argument will be based on client or

expert judgments of attribution. For some proj-

ects, large in volume and/or particularly impor-

tant, quasi-experimental or experimental designs

may be possible.

Outcomes are the short- and medium-term ef-

fects of producing the outputs. These may be pas-

sage of legislation, increase of knowledge of

leasing, or changes in management techniques,

corporate governance, or plant layout, to cite but

a few examples. In some instances, an unantic-

ipated positive or negative outcome may be seen

at project completion. When this occurs, it

should be noted in the outcome rating rationale.

Some outcomes or project effects will be evident

at project completion. Others may take longer

to be seen and need follow-up. 

Outcome indicators should have been specified

in measurable terms at the Advisory Services

project data sheet approval stage; thus, the out-

come indicator for a demonstration project, for

example, might be stated as follows: “As a result

of this demonstration project, three additional

leasing firms will be operating in-country within

three years.”

According to International Finance Corpora-
tion’s Policy on Social and Environmental Sus-
tainability (2006c), central to IFC’s development

mission are its efforts to carry out its investment

operations and Advisory Services in a manner

that does no harm to people and the environ-

ment. IFC endeavors to invest in sustainable proj-

ects that identify and address economic, social,

and environmental risks with a view to improv-

ing continually their sustainability performance

within the limits of their resources and consistent

with their strategies. Until 2006 IFC has not sys-

tematically established environmental, social,

health, and safety objectives for IFC Advisory

Services at appraisal, nor supervised or evalu-

ated these projects from the environmental, so-

cial, health, and safety point of view; therefore,

IFC has no evaluative statistics on environmen-

tal and social effects of IFC Advisory Services and

PEP-ECA projects. IFC Environmental and Social
Review Procedures (2006b) includes a proce-

dure to appraise and supervise IFC advisory proj-

ects from the environmental point of view. The

first IFC advisory projects that include clear en-

vironmental, social, health, and safety objectives

established by IFC’s Environmental and Social De-

velopment Department (known as CES) at ap-

praisal in 2006 will likely enter into IEG’s

evaluation program from 2008 onward. 

At project completion, most outcomes should

have been discernible, but it may be too early to

expect achievement of others. If one or more out-

comes have been achieved, this should be indi-

cated and a rating on outcome achievement

should be given. In addition, however, it should

be noted in the ratings narrative that achieve-

ment of some major outcomes is not yet known.

The narrative should indicate when achieve-

ment of those outcomes could be expected. If

the likelihood of achieving major outcomes is

low, this should be noted in the narrative with

explanation of the reasons why. If further major

outcomes are expected, the follow-on box for

“further M&E recommended” must be checked.

The evaluation standards for outcome achieve-

ment are as follows:

Excellent: All or almost all of the major out-

comes were achieved; one or more of environ-

mental, social, health, and safety suggested

improvements were made and/or projects served

as a model for positive environmental and social

effects; client attributed changes in behavior

and performance to the Advisory Services.

Satisfactory: Most of the major outcomes were

achieved; environmental, social, health, and

safety areas for improvement have been com-

municated to the client with some improve-

ments ongoing or made; clients indicated the

Advisory Services contributed to major changes

in behavior and performance.

Partly unsatisfactory: Some, but fewer than half,

of the major outcomes were achieved; client

A P P E N D I X  B :  G U I D E L I N E S  F O R  E VA L U AT I N G  A D V I S O R Y  P R O J E C T S

7 1



acknowledged Advisory Services’ contribution,

but attributed relatively minor influence; envi-

ronmental, social, health, and safety recom-

mendations made to client, but with little or no

client response.

Unsatisfactory: Few or none of the major out-

comes achieved; no screening of environmental,

social, health, and safety issues occurred, al-

though it was appropriate; client attributed little

or no behavior or performance change to the Ad-

visory Services, or they had perverse effects.

4. Impact achievement. Were the intended

long-term effects of the intervention achieved?

An issue that must be addressed in determining

impact achievement, as with outcome achieve-

ment, is what would likely have happened in

the absence of the advisory project (the coun-

terfactual). Assessing impacts requires netting out

the extraneous factors that affect results, such as

specific events, related actions of others, or long-

term trends in industries, regions, or countries.

This is generally accomplished through post-

completion assessment of what happened be-

cause of this project: the value added in the long

term. At a minimum, project staff completing

the advisory project evaluation report need to in-

dicate the counterfactual and the rationale for at-

tributing effects to the advisory intervention. In

IFC, causality can often not be demonstrated

with scientific certainty, but only a plausible ar-

gument for contribution made. 

Four methods for evaluating program impacts

traditionally exist.3 One method—and the strong-

est—is an experimental design with random

assignment to treatment and control groups;

the second is a quasi-experimental design in

which a comparison group exists, but is not nec-

essarily randomly assigned (e.g., constructed

after the fact). The third is called a reflexive de-

sign, also known as a before-and-after compari-

son. It can be a weak design if there is no with-

and-without comparison as well. The fourth and

perhaps most common method is participant

judgment and expert opinion, which is most fre-

quently used for the advisory projects. 

Program participants can be asked to estimate the

extent to which performance was enhanced as

a result of the project. They need to be asked to

estimate the net effect—to compare what hap-

pened with what would have happened in the ab-

sence of the project. Program participants or

clients can be asked, for example, to estimate the

extent to which their behavior changed as a re-

sult of the project or the extent to which they

made changes because of the program (out-

come) and the impact (on sales and profits,

household income, health indicators, and so

on) that this had. The investment or project of-

ficer may also use their expert opinion to make

these estimates. This approach has many prob-

lems and is not ideal, but it may be the only real

option in many cases. At a minimum, the in-

vestment or project officer must discuss the

counterfactual in the rationale for the rating.

At project completion, although one or more

impacts should be evaluable, it may be too soon

to expect others to be achieved. In such cases, this

should be indicated, a rating of the dimension

should be made, based on impacts achieved to

date, and follow-up evaluation may be recom-

mended. If the likelihood of achieving remaining

major impacts is low, this should be noted in the

narrative with explanation of the reasons why.

The evaluation standards for impact achieve-

ment are as follows: 

Excellent: Exceptional benefits were achieved

beyond the direct recipient(s) or clients at the na-

tional, regional, or global levels; impact extended

nationally or internationally as best practice.

Satisfactory: All intended impacts on the direct

recipients or direct clients were achieved, or

most direct impacts were achieved and some im-

pact was achieved beyond the direct recipient(s).

Partly unsatisfactory: Intended impacts were

partially achieved; intended impacts were mostly

achieved, but some negative impact occurred.

Unsatisfactory: Intended impacts were not

achieved; negative impacts occurred.
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5. Efficiency. Were the costs reasonable in re-

lation to the potential results?

A project is efficient to the extent that its costs

are reasonable in relation to the potential results,

in other words, that the “buck” is consistent

with the expected “bang” or the cost-benefit

ratio is positive. Even when the project has a pos-

itive cost-benefit ratio, however, a second

important dimension of efficiency is how

economically resources were used. A project

may reap benefits in relation to its costs, but it

may have been highly efficient or inefficient in

its use of available funds or other resources.

Similarly, there might or might not have been

more efficient ways of achieving the same ob-

jectives: a third aspect of efficiency. This di-

mension takes into account all three measures

of efficiency:

• How reasonable were the costs in relation to

the potential results (cost-benefit dimension)?

• How economically (funds, expertise, and

time) were resources used (Organisation for

Economic Cooperation and Development

definition)?

• Did alternative ways to achieve the objectives

exist that might have been less costly (cost-

effectiveness)?

The evaluation standards for efficiency are as

follows:

Excellent: Assistance had a highly positive cost-

benefit ratio; resources used to provide assistance

were expended highly economically; assistance

was far less costly than the alternative(s).

Satisfactory: Assistance had a positive cost-

benefit ratio; resources used to provide assistance

were expended economically; resources used

were reasonable in relation to alternatives.

Partly unsatisfactory: Assistance had a negative

cost-benefit ratio; resources used to provide as-

sistance could sometimes have been expended

more economically; more reasonable alterna-

tives were available that could have been used.

Unsatisfactory: Assistance had a highly negative

cost-benefit ratio. Resources used to provide as-

sistance could generally have been expended

more economically. Much more reasonable alter-

natives were available that could have been used.

Overall development effectiveness rating.
This rating is a synthesis. Each of the five indica-

tors should be considered. The development ef-

fectiveness rating is a bottom-line assessment of

the project’s overall results in the field, given ex-

pectations. It is not an average of the five ratings. 

The evaluation standards for development ef-

fectiveness overall are as follows: 

Excellent: A project with overwhelming posi-

tive development results and virtually no flaws.

It indicates the type of project IFC should use

publicly to illustrate the contribution of IFC Ad-

visory Services.

Satisfactory: A project that has strong posi-

tive aspects that more than compensate for any

shortfalls. It is a project that generally meets

expectations.

Partly unsatisfactory: A project that has some

strong positive aspects, but that does not com-

pensate adequately for shortfalls, and has gen-

erally failed to meet expectations. 

Unsatisfactory: A project with negative aspects,

clearly outweighing positive aspects, and that

has failed to meet expectations.

B. IFC Role and Contribution
What was IFC’s role and contribution in engag-

ing in this advisory project? This indicator asks to

what extent IFC brought additionality or special

contribution to the advisory project. Was IFC es-

pecially pioneering or innovative? Was it partic-

ularly catalytic in this case? Did it enter a crowded

field and provide Advisory Services that others

could have provided? To what extent did IFC

provide assistance and direction that yielded

greater development results than would have

been the case absent IFC’s involvement? Where

IFC delivered its usual role and contribution, it
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should be rated satisfactory. The excellent rating

should be reserved for those cases in which IFC

involvement clearly made a significant contribu-

tion, such as encouraging a firm to improve its

corporate governance.

Principal indicators that should be considered in-

volve the rationale for IFC’s support and IFC’s

involvement in the project (at approval and on-

going). Consider what would likely have hap-

pened if IFC had not provided the advisory

project.

• Would alternate funding for the Advisory Ser-

vices have been likely?

• Would the company have found alternative fi-

nancing (e.g., if it was a business develop-

ment service project)?

• Could other providers have filled the gap, and

how likely is it that they might have?

• Did IFC maximize opportunities to add value?

• Did IFC add gender, poverty reduction, envi-

ronmental, or another similar focus that in-

creased the developmental focus?

• Was IFC particularly catalytic or innovative in

its Advisory Services?

The evaluation standards for IFC role and con-

tribution are as follows: 

Excellent: IFC was essential, and IFC made major

contributions that made the project particularly

catalytic, innovative, or developmental.

Satisfactory: IFC’s role and contribution were in

line with its operating principles, that is, IFC

had additionality.

Partly unsatisfactory: IFC’s role or contribution

fell short in a material area.

Unsatisfactory: IFC’s role was not plausibly ad-

ditional, and IFC’s expected contribution was

not delivered.

C. IFC’s Work Quality
This dimension is a synthesis rating of IFC’s per-

formance on the advisory project. The IFC role

varies with the Advisory Services, because IFC is

sometimes the direct implementer of one or

more components of the Advisory Services, while

other times, IFC prepares the project and then

continues in an oversight or supervision role,

while others do the implementing. Ratings on up

to three aspects of IFC’s work quality should be

synthesized as appropriate: project preparation,

project supervision, and project implementa-

tion. As explained above, for some projects one

or more of these aspects may not be applicable.

The advisory project outcomes should not un-

duly affect the IFC work quality ratings. Lack of

outcome indicator achievement can be caused

by external factors, unforeseeable (e.g., force
majeure) or foreseen (realized risk), despite

satisfactory IFC performance. And a satisfactory

outcome rating may be achieved even though IFC

did a poor job supervising the project. 

1. Project Preparation 

This rating should reflect evaluation of the extent

to which IFC has professionally executed its

front-end work in relation to the advisory proj-

ect. The project’s relevance is not considered an

indicator of IFC work quality, because it is taken

into account under the development effective-

ness dimension and should not be considered

twice; however, if the project required major

modification, the nature and extent of the mod-

ification should be considered here. It may in-

dicate poor front-end planning that should be

reflected in the rating or force majeure events

for which there should be no penalty. The ra-

tionale for the rating should indicate the basis for

the rating in such instances. 

The materially deficient or particularly com-

mendable areas in IFC’s project preparation

should receive comments. Principal indicators

that should be considered include the following: 

• To what extent were project objectives iden-

tified and indicators laid out that are specific,

measurable, attributable, realistic, and time

bound? Were baseline data collected and were

appropriate systems for ongoing monitoring

put in place?
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• To what extent were project risks identified

and mitigated appropriately?

• Was coordination with other partners and

stakeholders appropriate and sufficient? This

includes coordination with investment offi-

cers, World Bank staff, and others internal to

the World Bank Group, as well as those ex-

ternal to it. Particularly important here may be

the extent to which there was adequate co-

ordination with those involved in similar proj-

ects, either internal or external to IFC.

• Were appropriate knowledge sources tapped? 

• How well were the terms of reference speci-

fied? Were clearly defined objectives set for the

Advisory Services with specified dates and

monitorable success indicators?

• Were environmental, social, health, safety,

gender, poverty, and social development as-

pects taken into account appropriately?

• Were cost recovery targets appropriate?

• Was attention to sustainability adequate?

The evaluation standards for project prepara-

tion and reporting are as follows:

Excellent: IFC’s front-end work could serve as a

best-practice example.

Satisfactory: IFC’s front-end work was of gen-

erally acceptable performance.

Partly unsatisfactory: There was a material short-

fall in front-end work.

Unsatisfactory: There were material shortfalls in

front-end work.

2. Project Supervision

IFC may not have a direct role in advisory proj-

ect implementation, but in any event, it always

has a supervisory oversight responsibility to ful-

fill if consultants or other partners are used to

implement the project. Principal indicators that

should be considered are as follows:

• Candor, timeliness, and quality of performance

monitoring;

• Extent to which required reports to donors

were on time and of acceptable quality;

• Extent to which IFC staff monitored well, iden-

tified problems early, and resolved them

quickly and appropriately;

• Maintenance of relations with clients and other

stakeholders and adequacy of coordination

with stakeholders, including continuing co-

ordination with investment officers, World

Bank staff, and others internal to the World

Bank Group, as well as those external to it;

• Timeliness of product delivery and product

quality;

• Role in ensuring transition arrangements in

staff turnover;

• Supervision of environmental, social, health,

and safety aspects, when applicable;

• Use of peer reviewers, as appropriate;

• Quality of M&E;

• Achievement of cost-recovery targets;

• Adequacy of attention to sustainability.

The evaluation standards for project supervi-

sion are as follows:

Excellent: IFC’s supervision could serve as a

best-practice example.

Satisfactory: IFC’s supervision was of generally

acceptable performance.

Partly unsatisfactory: There was a material short-

fall in IFC’s supervision.

Unsatisfactory: There were material shortfalls in

IFC’s supervision.

3. Project Implementation

IFC may or may not have a direct responsibility

for implementing one or more project compo-

nents. If IFC staff had direct responsibility for im-

plementing one or more project components,

this rating should be completed. Otherwise, “non-

applicable” should be checked. For example, fa-

cility staff may have been direct providers of

business development services to SMEs. In this

case, they would be the implementers, and this

dimension would be rated for them. Alternately,

facility staff may have contracted with a university

to develop and offer training. In this case, IFC has
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no implementation role and “nonapplicable”

would be checked. In complex projects, IFC may

be the implementer of one or more components

and supervisor of implementers for other com-

ponents of the project. Questions to be addressed

include the following: Were IFC-implemented

components completed on time and within

budget? Were they of adequate quality? What was

the extent of client engagement and ownership

of the project?

Principal indicators that should be considered are

as follows:

• Extent to which IFC component implemen-

tation was of adequate quality;

• Extent to which IFC staff took advantage of op-

portunities and surpassed expectations;

• Timely resolution of implementation issues;

• Timeliness of services/product delivery;

• Extent of client engagement and follow-up.

The evaluation standards for project imple-

mentation are as follows:

Excellent: IFC’s implementation could serve as

a best-practice example.

Satisfactory: IFC’s implementation was of gen-

erally acceptable performance.

Partly unsatisfactory: There was a material short-

fall in IFC’s implementation.

Unsatisfactory: There were material shortfalls in

IFC’s implementation.

Overall IFC work quality rating. Based on the

ratings of the two or three indicators, (a) proj-

ect preparation, (b) project supervision, and 

(c) project implementation (not always ap-

plicable), rate IFC’s overall work quality on a

four-point scale (excellent, satisfactory, partly

unsatisfactory, and unsatisfactory). The IFC work

quality rating can be no lower than the worst of

the indicators and no higher than the best indi-

cator. It is a synthesis rating and not a numeri-

cal average. The evaluation standards for over-

all IFC work quality ratings are as follows:

Excellent: IFC’s performance was exemplary.

Satisfactory: IFC’s performance was materially

up to a high professional standard.

Partly unsatisfactory: There was a material short-

fall in at least one area.

Unsatisfactory: There were shortfalls in several

areas or an egregious shortfall in one area that

led (or could have led) to a less than satisfactory

Advisory Services outcome or impact.

D. Consultant(s) Work Quality
Frequently, IFC uses one or more consultants to

perform the work. This rating should reflect eval-

uation of the extent to which the consultant(s)

professionally executed assigned responsibilities

in relation to the advisory project. If a project has

used multiple consultants, the rating should re-

flect the work quality of the principal consultant,

if there was one in that role. If there was no prin-

cipal consultant, the rating needs to be an aver-

age rating across consultants. Principal indicators

that should be considered are as follows:

• Extent to which the consultant(s) had the

right skills for the work to be done;

• Extent to which consultant(s) were responsive

to the terms of reference;

• Relations of the consultant(s) with clients and

other stakeholders and adequacy of coordi-

nation with stakeholders;

• Technical quality;

• Appropriateness of the recommendations;

• Readability and clarity of the written report;

• Timeliness of product delivery;

• Transfer of knowledge to local counterparts.

The evaluation standards for consultant work

quality are as follows:

Excellent: Consultant(s) work quality could serve

as a best-practice example for others.
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Satisfactory: Consultant(s) work quality was of

generally acceptable performance.

Partly unsatisfactory: There was a material short-

fall in the consultant(s) work quality.

Unsatisfactory: There were material shortfalls in

the consultant(s) work quality.

E. Partner(s) Work Quality
There are often others in addition to IFC staff and

consultants whose work quality is critical to the

success of the advisory project. These partners

may be other donor organizations or non-

governmental organizations. They may be the

clients, such as in a project to build business as-

sociations. A key partner will often be a gov-

ernment ministry or other official, even though

they may not be the direct service beneficiaries.

In these instances, measure can be taken of the

extent of the partner’s interest in and ownership

of the project and the extent to which the part-

ner’s expected contribution was forthcoming.

The rationale for the rating needs to identify

whom (e.g., company or governmental ministry)

is being rated in this category. 

The evaluation standards for work quality are as

follows:

Excellent: Partner(s) demonstrated strong own-

ership of the project; partner(s) contribution

substantially exceeded expectations and/or was

essential for the project.

Satisfactory: Partner(s) demonstrated commit-

ment during project implementation; partner(s)

contribution was fully in line with expectations.

Partly unsatisfactory: Partner(s) demonstrated

moderate interest in the project; there was a

substantial shortfall in partner(s) contribution.

Unsatisfactory: Partner(s) demonstrated low

interest in the project throughout its life; ex-

pected contribution from the partner(s) was not

forthcoming.

II. Lessons Learned
Lessons that might be helpful to others doing

similar advisory projects—at a minimum, one—

should be identified. Lessons should focus on

how IFC can improve development effective-

ness and IFC work quality of its advisory projects.

The lessons may be positive (things that worked

and should be repeated) or negative (mistakes

that should be avoided). Lessons should be writ-

ten in a three-part format:

• What did we expect to happen?

• What actually happened and why?

• Lessons for future advisory projects.
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Each project is required to develop an impact

matrix, with the exception of basic feasibility stud-

ies and selected donor-funded projects, which

have a different matrix requirement. The senior

operations manager and impact assessment offi-

cer develop a first draft of the matrix during the

project design stage. Once the project manager

is on board, the draft is shared with him or her,

updated, and assigned specific numerical targets. 

The impact assessment matrix is complemented

by a monitoring tool (usually attached as a sec-

ond window to the same Excel file) developed

jointly by the impact assessment officer and proj-

ect manager. The monitoring tool contains spe-

cific data presented according to the indicators

specified in the matrix as well as timeframe,

method of information collection, and often

those responsible for collection. 

Each project manager is in charge of updating the

monitoring tool on a regular basis (usually ac-

cording to donor reporting requirements, that is,

quarterly or semiannually). Data are collected

using project records, occasional client interviews,

surveys, and pre- and postevaluations. Results are

reported in interim and final reports to donors. 

On some occasions, PEP-ECA or the donor may

initiate a mid-term or final evaluation for a proj-

ect. These evaluations can be internal or use ex-

ternal consultants. In each case, the senior

operations manager responsible for the project

must agree to the evaluation plan and the budget

with the impact assessment officer, project man-

ager, and the donor. So far, external evaluations

have been conducted on the following five proj-

ects: Georgia Business Development Project

(Canadian International Development Agency),

Information and Communication Technologies

Connector Project, Northwest Russia Forest

Investment project, Russia Far East Business De-

velopment Program, and Ural Leasing Develop-

ment Project.

The impact assessment matrix is based on the

results-based management framework (see fig-

ure D1) that PEP-ECA developed in 2001.

APPENDIX D. PEP-ECA MONITORING AND EVALUATION SYSTEM

Figure D1. A Results-Based Approach

Goal

Objectives

Activities Outputs

Outcomes

Impact

What is the problem we are solving?

Have we
Succeeded?

How will 
we solve it?

Source: IFC.
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Most PEP-ECA countries experienced
high economic growth rates from 1999 
to 2005.

Since 1999, growth of gross domestic prod-

uct in the CIS region has been higher than

the overall ECA region and higher than

other developing countries (see figure E1).

Markets in most CIS countries benefited from in-

creased demand from Russia’s expanding econ-

omy.1 Thanks to internal structural reforms

undertaken in these neighboring CIS countries,

the markets were able to respond to expanded

Russian demand with increased levels of out-

put and production. The annual average growth

from 1998 to 2005 in middle-income CIS coun-

tries (8 percent) was slightly higher than in the

low-income countries (6 percent). Growth in

middle-income countries was particularly strong

from 2000 to 2005: an annual average of 10 per-

cent. At the same time, average wages increased

sharply in the region, particularly among low-

income countries of the CIS, where real wages

have nearly doubled since 1997. 

High growth prompted several CIS coun-

tries to graduate from being low income

to middle income during 2000 to 2005 (Ar-

menia, Azerbaijan, Georgia, and Ukraine);

whereas the Russian Federation graduated from

middle income to high income (see table E1). For

most CIS countries, rapid growth has also trans-

lated into higher employment to population ra-

tios in the period.

According to a recent World Bank study, the

resurgence of growth has been a major

driver in poverty reduction in the region.

From 1998 to 2003, the Bank estimated that more

than 40 million people moved out of poverty.

Decreases in poverty during this period occurred

particularly in middle-income CIS countries (Kaza-

khstan, Russian Federation, and Ukraine), but

also in low-income CIS countries (Armenia, Geor-

gia, Kyrgyz Republic, Moldova, and Tajikistan),

where despite these recent declines, the pro-

portion of people living in poverty is still high.

Reforms undertaken by CIS countries had
a modest effect on improving investment
climates.

A general trend existed in CIS countries to un-

dertake reforms and improve climates in the pe-

riod in which evaluated PEP-ECA projects were

active. As a region, the CIS compared relatively well

with other regions in terms of improving invest-

ment climates. Yet the pace and degree of im-

provement varied from country to country from

1998 to 2005; some countries went back and forth.

Improvements in investment climate conditions

are most notable according to the Institutional

Investor Country Credit Risk Rating indicator,

which is typically more volatile than the Heritage

Index of Economic Freedom and International

Country Risk Guide indicators (see figure E2 and

table E2). According to the latter two indicators,

improvements were less notable; lower middle-in-

come CIS countries showed an upward, yet mod-

est improvement in the Heritage score from 2001. 

The Heritage Foundation and Wall Street Journal
Index of Economic Freedom (Heritage Index)

tracks 164 countries. Although the index method-

ology has recently been revised, this report uses

the previous methodology, which comprises 10

groupings or subindexes: freedom of trade, fiscal

burden of government, government interven-

APPENDIX E. MACROECONOMIC CONDITIONS IN THE COMMONWEALTH

OF INDEPENDENT STATES
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Figure E1. Income Growth Rates in the Commonwealth of Independent States 
Outpaced the Rest of the ECA Region and World Averages
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Source: Alam and others (2005).

Table E1. Commonwealth of Independent States Country Income Groups,
1998–2005

1998 1999 2000 2001 2002 2003 2004 2005

Armenia LIC LIC LIC LIC LMC LMC LMC LMC

Azerbaijan LIC LIC LIC LIC LIC LMC LMC LMC

Belarus LMC LMC LMC LMC LMC LMC LMC LMC

Georgia LMC LIC LIC LIC LIC LMC LMC LMC

Kazakhstan LMC LMC LMC LMC LMC LMC LMC LMC

Kyrgyz Republic LIC LIC LIC LIC LIC LIC LIC LIC

Moldova LIC LIC LIC LIC LIC LIC LIC LMC

Russian Federation LMC LMC LMC LMC LMC LMC UMC UMC

Tajikistan LIC LIC LIC LIC LIC LIC LIC LIC

Turkmenistan LIC LIC LMC LMC LMC LMC LMC LMC

Ukraine LMC LIC LIC LIC LMC LMC LMC LMC

Uzbekistan LMC LIC LIC LIC LIC LIC LIC LIC

Low-income group 

if GNI per capita is: <760 <755 <755 <745 <735 <765 <825 <875

Source: World Bank Group data. 

Note: LIC refers to low-income country, LMC to lower middle-income country, UMC to upper middle-income country, and GNI to gross national
income.
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Figure E2. Commonwealth of Independent States Investment Climate Conditions Improved 
since 2000

Institutional Investor Country Credit Risk Rating Comparison
(Using yearly income group)
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and the PRS Group (http://www.prsgroup.com/ICRG.aspx).

Note: LICs means lower-income countries, and LMCs means lower middle-income countries. The three charts show changes in the indexes compared with the base year (2000); increasing val-
ues correspond to improving or lower risk conditions; increasing values for Heritage Index ratings normally indicate deteriorating or more risky conditions, but these have been reversed for this
chart. 
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tion, monetary policy, foreign investment, bank-

ing and finance, wages and prices, property rights,

regulation, and black markets. The composite

index rates on a scale of 1 to 5, with 1 as the best

score in terms of openness and favorable business

climate and 5 the worst. For this report, how-

ever, the Heritage Index was reversed to present

1 as the least free economy and 5 as the most free

in order for the index to be comparable with the

Institutional Investor Country Credit Risk Rating

and International Country Risk Guide.

The Institutional Investor Country Credit Risk Rat-

ing, produced by Institutional Investor Maga-
zine, measures country sovereign risk (the risk of

government default of its foreign debts). Seventy-

five to 100 leading banks provide data for these rat-

ings or scores, which grade each country on a

scale of 0 to 100; 100 represents the least chance

of default. IEG-IFC’s evaluation practice considers

a rating of less than 30 an indicator of relatively

high-risk business climate for a country. 

The International Country Risk Guide, produced

by the PRS Group, comprises 22 variables with

separate indexes for three subcategories of risk—

political, financial, and economic—for 140 coun-

tries. The total risk points for each risk category

are further combined according to a formula to

produce a composite risk rating for the country

in question. In every case, the higher the num-

ber of risk points awarded, the lower is the per-

ceived risk; whereas the lower the number of risk

points awarded, the higher is the perceived risk.

The Fraser Institute Overall Score, also included

in table E2, is a composite of size of government,

legal structure and security of property rights, ac-

cess to sound money, freedom to exchange with

foreigners, regulation of credit, and labor and

business.

Private investment has increased, but
domestic credit has been lower in the
CIS than other regions.

Improving investment climates during the

period of evaluation helped private in-

vestment to expand (both foreign direct in-

vestment and domestic credit to the private

sector) at rates slightly higher than gross

domestic product expansion in most coun-

tries. Yet compared with other regions, private in-

vestment levels remain low. Using yearly income

groups, the CIS middle-income and low-income

countries had domestic credit to the private sec-

tor, compared with gross domestic product, of

14.4 percent and 10.7 percent, respectively, on

average during 2000–05, which was lower than

every other region. Gross private investment in

lower-income CIS countries was only 13.7 per-

cent of gross domestic product, compared with

20.6 percent of gross domestic product in the

middle-income CIS countries (table E3).
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Table E3. Private Investment and Bank Lending to the Private Sector, 2000–05
(average percent of gross domestic product)

FDI Domestic credit to
(net inflows) private sector GFCF (private)

Low-income CIS countries 3.9 10.7 13.7
Middle-income CIS countries 6.4 14.4 20.6
Rest of Europe and Central Asia 4.7 30.0 19.9
Sub-Saharan Africa 3.9 18.1 12.1
Asia and Pacific 1.9 44.8 18.1
Latin America and Caribbean 4.1 38.1 15.3
Middle East and North Africa 1.5 43.6 13.1

Source: World Bank Development Data Platform and World Development Indicators Central Database, September 2006, and World Bank (2006b).

Note: FDI is foreign direct investment; GFCF is gross fixed capital formation.
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This appendix summarizes generic and product

line-specific lessons learned from PEP-ECA proj-

ects with implications for other IFC Advisory

Services.

Generic Lessons

Development effectiveness is best served

when advisory projects are tailored to spe-

cific in-country conditions. Adaptation of

projects within business lines to (a) existing macro-

economic and investment climate conditions, (b)

government willingness to adopt reforms and

level of partner commitment as well as (c) pres-

ence of vested stakeholder interests contributes

to achieving optimal project development out-

comes. Important pre-project market and needs

assessments enable those who are designing ad-

visory projects to identify effective partners and

to assign deliverables appropriate to client ab-

sorptive capacity and conditions in the field.

A comprehensive public relations and in-

formation dissemination platform helps to

drive optimal development outcomes. Dis-

semination campaigns serve a twofold purpose: (a)

provide education and (b) raise awareness among

stakeholders and market participants of market

conditions and key reform requirements. The two

aspects play an equally important role in helping

to motivate change by drawing attention to the

needed reforms and providing relevant informa-

tion to decision makers and the public. IFC advi-

sory projects can play a valuable role in advancing

private sector development reforms by address-

ing gaps in knowledge with respect to an alter-

native financial instrument (e.g., a leasing product)

or a change in tax regulation, law on permits, or

SME inspections. Disseminating findings in the

local language, providing practical easily accessi-

ble examples, and clear recommendations moti-

vate and empower stakeholders to implement

reforms based on knowledge and expert advice. 

Appropriate and clearly defined M&E objectives

are essential for measuring performance of ad-

visory projects and facilitating delivery of inter-

ventions as a means of achieving development

objectives. Identification of suitable M&E indi-

cators provides a basis for project implementers

to focus on achieving desired development out-

comes and impacts. Benchmarking of indicators

enables advisory projects to (a) track progress

toward goal achievement (i.e., effectiveness of

Advisory Services) and (b) measure resource uti-

lization and efficiency against performance. 

Effective project exit strategies help to

promote ongoing outcomes and sustain-

able development impact after project clo-

sure. As part of advisory projects, sustainability

can be enhanced by building local capacity and

leveraging existing institutions, including leasing

or trade associations, business centers, consult-

ing or advisory firms, and universities. Many suc-

cessful advisory projects were able to perpetuate

activities after closure through early identifica-

tion of local partners or stakeholder organiza-

tions, which became responsible for knowledge

transfer and in some cases were the recipient of

relevant project documents, training materials,

and activities after IFC project closure. 

Successful leveraging of IFC institutional expert-

ise and hiring of outside expert consultants in con-

junction with using local staff familiar with the

language, customs, and cultural milieu put IFC in

an advantageous position to deliver value-added

APPENDIX F. LESSONS LEARNED



Advisory Services. IFC role and contribution in-

cludes not only its status as a credit-granting

institution, but also its in-house expertise in core

areas of competence, particularly relevant for

projects in the area of financial markets, corporate

governance, and industry-specific linkages and

sector development. 

Product Line Lessons

Corporate Governance
In countries where powerful minority in-

terests retained or acquired control of a

majority stake in key companies, it can be

very difficult to pass corporate governance

enabling environment reforms. Absent a

willingness and broad commitment by gov-

ernment and firms to corporate governance

reforms—the latter due to vested interests and

the former due to a focus on manufacturing and

production as the main priority—Advisory Ser-

vices efforts to advance corporate governance can

become sidelined.

Surveys show that the single greatest mo-

tivating factor behind firm adherence to

good corporate governance policies and

practices is the need to comply with gov-

ernment regulation and to avoid incurring

fines. As such, reform components of corporate

governance projects are nonetheless critical,

even if difficult and/or challenging to implement.

Given the challenges of introducing im-

proved corporate governance policies and

practices, a strategic and pragmatic ap-

proach to projecting components and their

sequencing is warranted. Corporate gover-

nance project design and component sequenc-

ing, which reflects a realistic assessment of vested

stakeholders interests and combines regulatory

work with direct firm-level assistance, can en-

hance favorable outcomes. Engaging a broad

range of government stakeholders early in the

project life makes sense, as does coordination of

Advisory Services activities with other donors

whose interests are similarly aligned. When it is

not feasible to pass new legislation due to political

realities, IFC should be flexible in its approach

to work with other government agencies and

regulators to move forward with needed changes.

Otherwise, embarking on legal reform should

emphasize the following:

• Careful sequencing of project activities, in-

cluding timing the introduction of lobbying 

efforts and determining if pre-lobbying edu-

cation needs to take place. 

• Ensuring project teams have appropriate tech-

nical and communication skills to lead an ef-

fective policy advocacy and lobbying effort. 

• Identifying champions among politicians and

influential people interested in being respon-

sible for taking the lead in corporate gover-

nance reforms. Corporate governance reforms

can span government agencies, and more than

one champion may need to be cultivated. En-

courage them to take initiative and ownership

for leading corporate governance reform efforts. 

• Working closely with high-level staff at the

World Bank Group (IFC or World Bank resi-

dent representative or director) to leverage

their assistance and access those in power for

more effective policy dialogue. 

• Building alliances with other donors and major

stakeholders with similar objectives.

Changing local mind sets to incorporate

good corporate governance practices

takes a long time and requires signifi-

cant financial resources; thus, during the

project approval phase, careful consideration of

whether the client base (government and firms)

is committed to implementing the needed re-

forms is important to determining the likely ef-

fectiveness of Advisory Services and success of

development outcomes. Timing is also important;

corporate governance project implementation in

ECA, which coincided with privatization or began

shortly thereafter, had a better chance of chang-

ing behaviors and attitudes before bad habits

set in. Due to the subtle and complex nature of

corporate governance interventions, a high de-

gree of project selectivity coupled with a mini-

mum commitment of time and money would

best serve IFC objectives to improve corporate
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governance policies and practices in transition

economies.

For enhanced project sustainability and

formulation of exit strategies, local mar-

ket and stakeholder assessments should be

made early on to best structure project ac-

tivities and work programs regarding

these objectives. For example, relevant stake-

holder willingness to continue corporate gov-

ernance activities and knowledge transfer after

project completion should be gauged. Also, from

early on, the pricing of Advisory Services sends

an important market signal on the intrinsic value

of the service being provided, offset by market

demand and affordability to targeted clients. It

is often necessary to rely on expatriate consult-

ants who have expertise in corporate gover-

nance consultation, advisory services, and

training to build capacity initially; however, build-

ing local capacity and demand for corporate gov-

ernance advisory services, such as consultancy

firms, financial institutions, and investors, helps

good corporate governance practices to reach a

critical mass of firms more quickly and helps

strengthen prospects for sustaining ongoing cor-

porate governance activity in the future. 

Leasing
Leasing advisory projects are strategically

relevant for IFC (financial markets de-

velopment, SME access to finance, poten-

tial for investment demonstration effect,

and so on); yet one size does not fit all. Leas-

ing market penetration largely depends on pre-

existing market conditions, such as financial

sector reform, financial sophistication or credit

culture, as well as adherence to the rule of law

and a reliable judicial system. Absent these pre-

conditions and others, the benefits of standard

IFC leasing advisory projects and the ability to at-

tract investment to the sector may be limited. As

such, leasing project designs may need to offer

a wider range of advisory projects to best suit the

needs of individual countries and markets.

Given its more narrow focus, leasing in

particular would benefit from the early

identification of a champion, preferably a

like-minded stakeholder who has political

connections and is able to drive a reform

initiative through parliament. Formation of

a stakeholder group to share responsibilities for

advocacy, information dissemination, and con-

sensus on reforms recommended to the gov-

ernment would also enhance implementation

prospects. As with any advisory project that ad-

dresses gaps in the enabling environment, a strate-

gic approach to drafting and passage of legal and

regulatory reforms is essential for success in re-

form of the leasing market.

Leasing sector development may offer an

ideal sector for integrating IFC invest-

ment and advisory products and serve as

a model for other sector-level integration

strategies. Once Advisory Services have helped

promote legal and regulatory reform to improve

the investment climate and knowledge of a new

financial product such as a leasing instrument has

been transferred, IFC has the means to provide

financial sector liquidity and ongoing Advisory

Services to potential lessors and lessees. A pos-

itive demonstration effect from deepening of fi-

nancial markets due to both successful reform

efforts and follow-on investment is expected to

occur in neighboring markets, as well as among

financial institutions in the same market. 

Business Enabling Environment
Close coordination with other donors and

stakeholder groups may help PEP-ECA to

maintain a market niche, avoid overlap

in work, and enhance project results. IFC,

one of many advisors to governments and firms,

succeeded more frequently where it played a

unique role, attempted to avoid duplicating the

efforts of others, and leveraged others’ activities.

Development outcomes were enhanced when

IFC coordinated its activities with international

financial institutions and donors, which had a sig-

nificant local presence and common objectives.

When deciding to conduct surveys, PEP-ECA

should focus on strategically defining its value

added not only at project initiation, but on an

ongoing basis, because country situations can
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evolve quickly. Also, defining a market niche is

especially important in countries where PEP-

ECA surveys have been going on for years. Bet-

ter coordination with the World Bank Group

and other donors can help avoid duplications and

may offer opportunities for piggybacking. 

Depending on country situations, a com-

bination of think tank and focused reform

agenda approaches to BEE projects may en-

hance IFC’s value added in promoting re-

forms. Although both models have strengths

and weaknesses, some mix or hybrid of think

tank and focused approaches might increase

IFC’s value added to improving investment en-

vironments. The think tank project structure

gives the team more flexibility and opportunity

to be more responsive and proactive in address-

ing the emerging challenges, whereas the fo-

cused model pursues a more targeted, in-depth

reform agenda in a specific regulatory area. Some

form of hybrid model might help to fill a gap

that often occurs in some client countries—that

is, each donor works on its own specific area,

which is part of a larger framework for activity and

is limited in its ability to respond quickly to a

changing business environment and opportuni-

ties for reform that may arise. 

The right mix of local professionals with

international expertise can drive positive

development results in the field. Hiring ded-

icated local experts with credibility and strong

local networks is critical for building support

among stakeholders and implementing the re-

form agenda. In countries with a highly compli-

cated legal environment, having a strong local

legal team is simply a must. The project team ca-

pacity may be enhanced even more if combined

with relevant international expertise, which might

fill the skills gap and assist in building local

knowledge. International experts from coun-

tries that recently experienced similar transfor-

mation challenges are especially valuable. The

implementation of the decentralization strategy

(global and local) may enable easier access to sec-

tor expertise. IFC should build the field-based

knowledge; yet IFC will need to ensure that its

global knowledge is not lost, but rather develops

based on enhanced country and client focus.

Linkages
A critical success factor in supply chain

linkages projects is the alignment of in-

terests and incentives between the IFC

project and the international sponsor com-

pany, local client company, or agricul-

tural producer. In an optimal scenario, an

alignment of interests occurs when there is a

pre-existing supply chain that requires strength-

ening, as in the case of Campina Dairy and

Ukraine Agribusiness, as opposed to one that is

nonexistent or missing a key element. Develop-

ment impact and investment outcomes on sup-

ply chain linkages projects fell short of

expectations when the sponsor company pulled

out, an IFC investment fell through, and provi-

sion of Advisory Services approved a poor sub-

stitute for lack of commercial viability. Supply

chain projects dependent on market distortions

are more likely to fail as well.

Assuming that stakeholder interests are

aligned, the success of supply chain linkages

projects relies on provision of expert advice

and consultation to local client companies

or agricultural producers. Delivery of ap-

propriate Advisory Services, including training in

international quality standards, introduction of

best practices, implementation of management in-

formation systems and links, and matching to

trade and investment partners, enables companies

to improve their competitive position and strive

to meet global market demands. Project advisors

and trainers who have both the expertise and the

belief that achievement of development objec-

tives is possible are the most effective at trans-

ferring skills and knowledge to clients and

stakeholders.

IFC has the potential to play a unique role

in supply chain linkages projects. On the

one hand, IFC can provide both Advisory Services

and investment in a complementary fashion and,

on the other, it can be an honest broker among

relevant stakeholders, given its credible expert-
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ise, perceived neutrality, and ability to take a fi-

nancial stake. The role of honest broker arises

in supply chain development projects in highly

fragmented sectors, such as in agriculture, where

stakeholders are dispersed and their interests

may not be well represented, or when technical

or educational levels are low. IFC has been ef-

fective in articulating and advocating for stake-

holder interests with the government, while de-

livering valuable practical training and augmen-

tation of skills. The combination of IFC’s unique

institutional features has enabled it to help pro-

mote private sector development by addressing

enabling environment issues in tandem with

technical concerns and providing investment,

where opportunities exist.
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INVESTMENT OPERATIONS

Company The entity implementing the project and, generally, IFC’s

investment counterpart. For financial markets operations,

company refers to the financial intermediary (or fund mana-

ger) as distinct from its portfolio of IFC-financed subproject

companies.

Investment IFC’s financing instrument(s) in the evaluated operation: loan,

guarantee, equity, underwriting commitment, and so on.

Operation IFC’s objectives, activities, and results in making and admin-

istering its investment.

Project The company objectives, capital investments, funding pro-

gram, and related business activities partially financed by the

IFC investment selected for evaluation.

For example, through an operation IFC provided $55 million for the company’s $100 million cement

manufacturing expansion project in the form of a $20 million A loan, a $30 million B loan from com-

mercial banks, and a $5 million equity investment.

Financial All projects in which the company is a financial intermediary

markets projects or financial service company, including agency lines and pri-

vate equity investment funds.

Nonfinancial All other projects; sometimes referred to as real sector projects.

markets projects

NON-INVESTMENT OPERATIONS (Advisory Services include all advisory project components)

Outputs Immediate deliverables of the advisory intervention, for ex-

ample, diagnostic reports and training manuals.

Outcomes Changes in knowledge, behaviors, and attitudes as a result of

an intervention. They are usually short-term or medium-term

effects (e.g., passage of a law).

Impacts The consequences, often but not always long-term effects, re-

sulting from an intervention. They may be positive or nega-

tive, intended or unintended.

APPENDIX G. DEFINITIONS OF EVALUATION TERMS



For example, an advisory operation recommended that the country amend the leasing law to incor-

porate best practice in similar markets in the region. The outcome was that the country amended

the leasing law in accordance with the recommendation. The impact was that the leasing industry

became attractive to potential sponsors as evidenced by new companies that were established fol-

lowing amendment of the leasing law.

Independent The Independent Evaluation Group, an independent unit 

Evaluation Group within the World Bank Group, evaluates the relevance and im-

pact of the Bank Group’s support to developing countries for

reducing poverty and improving people’s lives in sustainable

ways. IEG is headed by the Director of General Evaluation, who

oversees the work of three units: IEG–World Bank, which eval-

uates International Bank for Reconstruction and Develop-

ment and International Development Association support;

IEG-IFC, which evaluates Bank Group activities focusing on con-

tributions to private sector development and strengthening the

business climate; and IEG–Multilateral Investment Guarantee

Agency, which evaluates the impact of Bank Group political risk

guarantees and technical assistance intended to improve for-

eign direct investment in developing countries. 

World Bank Group The World Bank Group includes the International Bank for Re-

construction and Development (often referred to as the World

Bank), International Development Association, IFC, and Mul-

tilateral Investment Guarantee Agency. 

Frontier countries If a country meets the criteria of being high risk (Institutional

Investor Country Credit Risk Rating of less than 30) and/or low

income (gross national income of less than $826 per capita as

of 2004, using the Atlas method), IFC classifies it as a frontier

country. Frontier countries accounted for around 15 percent

of gross domestic product in 2005 (based on IFC [2007]).
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Executive Summary
1. Unless otherwise noted in this report, all dollar

amounts are U.S. dollars.

2. PEP-ECA linkages projects included in this study

attempted to (a) develop a supply chain linkage be-

tween a set of suppliers and a processor, (b) promote

business development and investment linkages among

a target group of investors (e.g., promote investment,

outsourcing, or trade), and/or (c) promote both Advi-

sory Services and financing in support of building link-

ages between suppliers and processors via a single

institution (e.g., provide advice to suppliers to im-

prove quality of production and volume for processors

as well as access to finance, including leasing, for

needed equipment upgrades and working capital for

farmers). See chapter 3 for more details.

Chapter 1
1. The cut-off date of the review for PEP-ECA was

2005, yet the report has updated all IFC data until

2007. The report attempts to include information on

changes in PEP-ECA since 2005, namely, in impact as-

sessment, cooperation with the World Bank, and proj-

ect structures.

2. IEG reviewed all PEP-ECA projects except the fol-

lowing eight studies: Azerbaijan Technical Assistance Di-

agnostic Project, Energy Efficiency Investment Study,

IFC Leasing Best Practice Manual, Russia Banking Sec-

tor Corporate Governance Study, Russia Private Sector

Higher Education Study, Russia Waste Gas Utilization

Feasibility Study, Ukraine Banking Sector Corporate

Governance Study, and Uzbekistan Dairy Sector Sup-

ply Chain Study (phase 1).

3. IFC’s fiscal year ends on June 30.

4. One of the projects evaluated in this group,

Ukraine Business Development Project (1994–2001) was

clearly a pre-PEP-ECA project that was explicitly not

considered a replicable model for SME development ini-

tiatives under PEP. Nonetheless, this project was eval-

uated for learning purposes, given that IFC engages in

similar wholesale SME consulting projects in other

regions. 

5. Similarly, Advisory Services operations with two

or more donors that resulted in multiple assignments

were combined in one evaluation report.

6. IFC (2005, 2004a) as well as SME Department

reviews on toolkits, linkages, leasing, and corporate

governance.

7. This IEG-IFC review did not include a rigorous

evaluation of the technical quality of analytical diag-

nostics and reform solutions in the projects. 

Chapter 2
1. Frontier countries are defined by IFC as either low

income (as defined by the World Bank) or high risk

(with an Institutional Investor Country Credit Risk Rat-

ing of 30 or below).

2. The sharp increase between FY 2005 and FY 2006

is largely attributable to the establishment of PEP-Africa.

3. According to an internal IFC report, these proj-

ects resulted in privatization of 200,000 service and

manufacturing enterprises, collective farms, and un-

finished construction sites.

4. Advisory Services in the CIS include regional Ad-

visory Services (also PEP-ECA), the Technical Assis-

tance Trust Funds, Foreign Investment Advisory Service

(FIAS), Capacity Building Facility, and Private Sector Ad-

visory Privatization Policy and Transactions, now Cor-

porate Advisory Services.

5. Other nonregional programs managed the re-

maining $15 million; these included FIAS, Technical As-

sistance Trust Funds, Capacity Building Facility, and

Private Sector Advisory Privatization Policy and Trans-

actions, now Corporate Advisory Services.

6. This proposed dual funding structure differed

from the pre-PEP-ECA arrangement, which allocated 10

percent of all project-level donor funds to supporting

ENDNOTES



overhead and general management of the IFC’s Advisory

Services program in Eastern Europe and Central Asia.

7. IFC approved the increases in PEP-ECA funding

based on PEP-ECA’s success without any formal, com-

prehensive, and independent evaluation.

8. Assessing these objectives is beyond the scope of

this evaluation.

9. PEP-ECA’s annual budget approved by the Board

of Directors for FY 2007–11 was $6.1 million, of which

$5.1 million is core funding and nearly $1 million is for

innovations and exporting expertise. All other phases

of PEP-ECA were done with no real budget increase, that

is, the budget increased from year to year only by the

applicable rate of inflation. 

10. Note that chapter 5 discusses the gap between

combined IFC and donor commitments ($128.7 million

in FY 2001–06) and actual PEP-ECA expenditures ($74.4

million during the same period) in more detail.

11. SME development and FDI promotion—the pri-

mary objectives stated in the 2000 PEP-ECA Board

paper—were expanded in 2001 to include improving

business enabling environments, as well as both foreign

and domestic private sector investment, which ex-

panded the 2000 objective of FDI promotion.

12. IFC, “IFC’s Private Enterprise Partnership,” avail-

able at http://www.ifc.org/ifcext/about.nsf/content/ TAAS.

Chapter 3
1. IEG project preparation ratings considered learn-

ing and adaptation of product line rollout to specific

country conditions to be important aspects. Ratings

given for project preparation in experimental or first-

of-a-kind projects rewarded innovation and appropri-

ateness of basic design to local conditions, whereas

ratings on the third or more rollouts of a proven stan-

dard project expected project preparation to reflect les-

sons learned from other similar projects and local

country conditions in its adaptation of the basic core

project. Please also see box 4.1 for specific examples.

2. Less than satisfactory project preparation ratings

were assigned for six reasons: (a) insufficient needs as-

sessments, in which main issues of projects and target

markets were not appropriately identified and/or ad-

dressed (8 projects), (b) lack of risk assessment and/or

proposed mitigations in initial project documents (9

projects), (c) replication of standard projects not suf-

ficiently adjusted for local country conditions or re-

flected in lessons learned (5 projects), (d) insufficient

and in many cases no measurable target outcomes and

impacts (8 projects), (e) vague work programs and

deliverables (3 projects), and/or (f) material short-

comings in project structure or design (10 projects). 

3. For purposes of comparability with PEP-ECA, the

percentages of outcome and impact success rates for

investment climate report projects evaluated include

only projects for which ratings were assigned and ex-

clude projects for which no opinions were possible. Be-

cause the investment climate report included projects

for which no opinion was possible in the denominator,

the satisfactory or above outcome achievements re-

ported were 46 percent and impact achievements were

only 29 percent.

4. IFC Advisory Services staff prepare self-evaluations

of Advisory Services at project completion (in the form

of project completion reports) and are intended to

state (and give supporting evidence of) the actual and

intended results through a results-based approach. 

5. For many project completion reports (PCRs),

IEG did not find adequate information to assess the de-

velopment effectiveness rating; of the total 171 Pilot I

PCRs, 45 projects could not be rated for development

effectiveness. Similarly, IEG had difficulty assessing im-

pacts of 110 project Pilot I PCRs, largely due to ab-

sence of baseline data; lack of measurable indicators;

insufficient description; confusion among impacts, out-

comes, and outputs; and insufficient passage of time.

6. The less than satisfactory IFC role and contribu-

tion rating was assigned because the strong presence

of a bilateral donor in the project that was not perceived

as neutral compromised and effectively limited the

project’s ability to advocate reforms. Otherwise, despite

the lackluster reform agenda performance, the project

successfully achieved most investment promotion

objectives.

7. Note that FIAS does not offer Advisory Services

without government commitment. A minister-level in-

vitation to initiate a project and some form of financial

or in-kind contribution is a prerequisite for FIAS

activities. Given changes in governments and reform

priorities over time and inter–government agency dif-

ferences, however, government commitment cannot be

assured for the life of a project and throughout the

period required to implement reforms.

8. One of the satisfactory ratings was preliminary,

given the recent closure of that project.

9. The IFC SME Department approach to linkages

projects differs in that when IFC investments are, in the

end, not pursued, dropped, or even cancelled after
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Board approval, corresponding linkage advisory proj-

ects are cancelled. SME Department–defined linkages

projects do not start until drawdown of the IFC loan.

Through experience, the SME Department has found

that using the IFC investment as an incentive is an im-

portant aspect of motivating changes and aligning in-

centives: the advisory intervention needs to be able to

influence the project. This is consistent with IEG eval-

uation findings, which emphasize the need for aligned

partners incentives and strong partners commitment. 

10. Note that projects with a narrow focus on ben-

eficiaries did not receive lower development effective-

ness project ratings because of the narrow focus. Lower

project ratings were assigned, for the most part, because

these projects did not achieve intended expected ob-

jectives (outcomes and impacts) for the project.

11. In countries that were not reform oriented,

such as Belarus and Uzbekistan, the impact of PEP-

ECA contributions on improving investment climate

conditions was less pronounced. For example, even

though changes in legislation were made in Uzbek-

istan (outcomes achieved), the overall impact in terms

of improving investment climate was less significant. Al-

though efforts to streamline inspections in Uzbekistan

did not have a significant impact on the overall busi-

ness environment, given the local context, the small suc-

cesses achieved were important in demonstrating that

tangible changes are possible and can make a difference.

Similarly in the area of leasing, despite important im-

provements made in the leasing legislation (outcome)

in Uzbekistan, the actual growth of the leasing market

(impact) was not dramatic and IFC was not able to fol-

low up with an investment, due largely to the pro-

nounced dominance of the state in the economy and

lack of currency convertibility.

12. Michael Porter is currently the Bishop William

Lawrence University Professor, based at Harvard Busi-

ness School, where he leads the Institute for Strategy

and Competitiveness.

13. Without PEP-ECA involvement, similar activities

might have been undertaken by others, but evidence

exists in some instances that others might not have been

as effective. For example, without PEP-ECA projects, the

governments of Georgia, Kazakhstan, Kyrgyz Republic,

Russian Federation, Tajikistan, and Uzbekistan would

likely not have recognized the need for changes in the

legal and regulatory environment in the area of leasing

in such a short period. Although some portion of

changes made and resulting impacts would likely have

occurred at some point, stakeholders interviewed in-

dicated that the PEP-ECA leasing projects appear to

have sped up the process of leasing reform in those

countries. Regarding BEE projects, SME surveys con-

ducted by PEP-ECA in Georgia, Tajikistan, Ukraine, and

Uzbekistan  might have been carried out by other

donors; however, those survey results and reports

might not have been disseminated as widely in local lan-

guages and proactively promoted.

14. The main donors in the CIS region included the

U.S. Agency for International Development, Swiss State

Secretariat for Economic Affairs, Canadian International

Development Agency, Gesellschaft für Technische

Zusammenarbeit (Germany), Swedish International

Development Cooperation Agency, Finpro (Finland),

Netherlands Development Finance Company, and De-

partment for International Development (United King-

dom). Other donors included the Asian Development

Bank, European Bank for Reconstruction and Devel-

opment, Technical Aid to the Commonwealth of Inde-

pendent States (European Union), and other parts of

the World Bank (see chapter 4 for discussion on PEP-

ECA coordination within the World Bank Group).

15. PEP-ECA projects attempted to coordinate activ-

ities with other donors and international agencies

through communiqués or formation of working groups,

particularly focused on promoting legal and regulatory

reforms requiring government dialogue and policy ad-

vocacy. For the most part, donors and government offi-

cials interviewed expressed very positive levels of

satisfaction and feedback regarding PEP-ECA projects and

their efforts to coordinate with donors and government. 

16. The Institutional Investor Country Credit Risk

Rating measures country sovereign risk (the risk of

government default of its foreign debts). Leading banks

grade each country on a scale of 0 to 100; 100 repre-

sents the least chance of default. The Heritage Index

of Economic Freedom ranks 164 countries in terms of

quality of business climate. This composite score con-

siders 50 variables divided into 10 subindexes of eco-

nomic freedom: freedom of trade, fiscal burden of

government, government intervention, monetary pol-

icy, foreign investment, banking and finance, wages

and prices, property rights, regulation, and black mar-

kets; 1 is the best score in terms of open and favorable

business climate, and 5 is the worst. The International

Country Risk Guide rating comprises 22 variables with

separate indexes for three subcategories of risk—

political, financial, and economic—for 140 countries.
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The total points from the three indices are manipulated

to derive a composite country risk score. The composite

scores are then broken into categories from very low

(80 to 100 points) to very high (zero to 49.5 points) risk.

17. Belarus undertook positive reforms to facilitate

starting a business and paying taxes, but negative re-

form measures to ease the obtaining of credit.

18. IFC invested in leasing companies in Georgia and

Armenia and in microfinance institutions in the Kyrgyz

Republic and Tajikistan.

19. PEP-ECA aggregate data included figures from on-

going projects, whereas IEG data were based purely on

projects that were completed and under evaluation.

20. As approved by the Board in 2000, corporate gov-

ernance advisory work was originally meant also to

serve SMEs; however, in the end most corporate gov-

ernance projects were directed at the larger, more im-

portant, and influential firms in each country, which

helped strengthen their potential demonstration effect

on other firms.

21. For example, some evidence exists of increased

access to finance of SMEs in both the Russian Federa-

tion and Kazakhstan due to expanded leasing volumes;

however, lack of reliable data limits a full assessment

of the impact on SMEs.

22. World Bank (2004) has an extensive bibliogra-

phy; Simeon Djankov has written on this a great deal

as well.

Chapter 4
1. PEP-ECA has always branded itself in the market

as IFC, not as PEP.

2. According to PEP-ECA management staff inter-

viewed, at that time, Advisory Services were generally

seen as quite separate from investments and the con-

cept of a strong investment link was novel. In fact, the

conventional wisdom was that building such linkages

presented a conflict of interest in the use of donor

funds and was to be discouraged.

3. PEP-ECA BEE projects primarily target SMEs and

microenterprises, rather than the larger investors typ-

ically financed by IFC. The regulatory barriers identi-

fied in the BEE projects look more narrowly into aspects

that are measurable in terms of time (days needed for

approval) or money (fees and taxes), rather than those

broader economic and political risk issues that really

deter FDI, larger projects, and the flow of capital. Most

regulatory barriers addressed in BEE projects mainly hin-

der microenterprises and SMEs from shifting from the

informal to the formal sector, which generally pro-

vides better access to finance and markets, that is, a bet-

ter ability to grow. For the government, the benefits are

the collection of more taxes and fees.

4. This evaluation did not include Azerbaijan leas-

ing, however, the IFC regional Central Asia Leasing

Facility disbursed two investments in Azerbaijan for a

total of $8 million following a successful Advisory Ser-

vices effort.

5. IFC investment in local leasing companies oc-

curred on the back of core leasing Advisory Services

that resulted in (a) introduction of appropriate legal

and regulatory conditions as well as complementary

tax codes, (b) education and training to leasing insti-

tutions and SMEs, and (c) information dissemination

and public relations to raise product awareness and

grow demand.

6. Between 2002 and 2005, IFC invested $62.95 mil-

lion (original commitment figure) of its own funds to

support six leasing companies in the Russian Federation.

In FY 2006, IFC increased its commitments by $27 mil-

lion; as a result, the outstanding balance of IFC’s leas-

ing portfolio in the Russian Federation is now 33 percent

of the total IFC leasing portfolio in the world.

7. Although the investment was conditional on im-

plementation of changes in the legal and regulatory

framework, stakeholders interviewed for the evaluation

noted that it was likely that IFC would have invested

in the leasing company at some point. The role of the

leasing advisory operation was supportive and cat-

alytic, and partially attributable to the positive IFC in-

vestment decision.

8. In 2005, IFC launched the Central Asia Leasing Fa-

cility, a $30 million fund to finance lessors in Central Asia

and Azerbaijan. This facility was the first of its kind to

provide a mix of capital and business skills to leasing

markets of these countries. In addition, IFC’s invest-

ments intended to send a signal to other institutions

to consider potential investment in development of the

leasing sector. So far, however, the facility has not dis-

bursed funds in Uzbekistan, Tajikistan, or Kyrgyz Re-

public, due to the challenging investment conditions

found in these countries. In contrast, IFC has disbursed

$10 million of the facility to Bank Center Credit in

Kazakhstan, $5 million to Unibank in Azerbaijan, and

$3 million to Azerigazbank in Azerbaijan.

9. Favorable corporate governance practices are a

necessary, but not sufficient prerequisite for IFC in-

vestment decisions.
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10. Linkages projects that attempted to make a link

with or promote an IFC investment included the Camp-

ina, NW Forestry Operators and Loggers, IKEA suppli-

ers, Agro-Industrial Finance Company, Farmer Owner-

ship Model, Ford, Dmitrov Potato, and Ukraine Agribusi-

ness Projects. Projects that in the end forged or resulted

in a link with IFC investments were the Campina, Agro-

Industrial Finance Company, and Farmer Ownership

Model Projects.

11. Two of the three advisory assignments to sup-

port IFC investments in banks were mostly successful. 

12. IFC is the only multilateral institution to offer di-

rect Advisory Services to governments on implement-

ing private sector participation transactions. The

Corporate Advisory Services Department of IFC pro-

vides advisory assistance primarily to governments on

private sector participation in infrastructure and other

public services, as well as restructuring of state-owned

enterprises. 

13. The provision of Advisory Services became one

of the IFC Global Financial Markets Department’s four

primary objectives, and integration with investments is

now a key component of the department’s work pro-

gram. Advisory Services are dedicated to institution

building, diversification of financial services, and access

to finance for SMEs in the following lines of financial

markets business: banking, microfinance, financial in-

frastructure and credit bureaus, leasing, factoring and

other nonbank financial institutions, housing finance,

environmental finance, insurance, securities markets,

contractual savings, trade finance and remittances, cor-

porate governance, anti–money laundering and com-

bating the financing of terrorism. 

14. Coordination was discussed with staff across

the World Bank Group (including FIAS, World Bank In-

stitute, the Investment Climate Unit, and financial sec-

tor, corporate governance, social, environmental, and

infrastructure departments, among others). This eval-

uation also sought the views of government and private

sector clients and donors on the perceived coordina-

tion of different parts of the World Bank Group. 

15. This project began in 2002 and is still under

way. As such, it was not included in IEG’s evaluation.

Chapter 5
1. It is important to note that PEP-ECA did not strate-

gically select the project-based funding model, but it

resulted from diverging donor priorities and interests

at the time of PEP-ECA’s creation. Only three other IFC

Advisory Services regional facilities (PEP-Central East Eu-

rope, PEP-Southern Europe, and PEP-Africa) use a sim-

ilar funding model (i.e., project based). 

2. Although the Russian Federation was the largest

Advisory Services beneficiary in this region, it also had

the largest number of unfunded proposals.

3. Despite the challenges of obtaining donor ap-

proval for some innovative projects, before PEP-ECA

and PEP-ECA activities have nonetheless managed to

experiment quite a lot during the evaluation period.

In the period before PEP-ECA (before 2000), major in-

novations were made in leasing, corporate gover-

nance, and SME surveys and policy advice. IFC is now

replicating these products across the globe. In the

period before PEP-ECA, the first supply chain linkage

project ever undertaken by IFC set a standard and is

recognized across IFC as a classic example of a suc-

cessful linkage project. From 2000 onward, PEP-ECA

continued to experiment in projects to support agri-

culture and access to finance in rural areas, yet this did

not become a product line. PEP-ECA also enhanced the

BEE product line to focus on specific reform agendas

(i.e., one issue versus the FIAS general advisor model),

which has become a PEP-ECA product. PEP-ECA used

studies to launch (or not launch) new initiatives. IEG

has not evaluated these studies. 

4. Project pipeline data available to IEG-IFC were as

of December 2000, January 2002, June 2002, Decem-

ber 2002, June 2003, December 2003, and May 2005.

5. IEG-IFC did not review all unfunded concepts and

proposals and has no view on the quality or relevance

of the unfunded project ideas.

6. The steps included (a) the initial concept for in-

formal discussion to gauge donor interest, (b) analyt-

ical process involving a more refined project concept,

including data collection, analysis, project objectives,

and components and development of an estimated

budget; job descriptions; and impact matrix, (c) formal

presentation of project concepts to donors (usually

done once or twice a year, depending on the donor

cycle), (d) donor approval, (e) commitment and dis-

bursement of funds, (f) hiring of project manager and

project team, and (g) project launch.

7. In the early days of PEP-ECA, it had taken from 

two to three years, but this period diminished as PEP-

ECA gained better understanding of donor prefer-

ences, funding cycles, and formal internal decision-

making processes, and as agreement frameworks were

established.
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8. PEP-ECA managed potential delays by instituting

an agreement with donors promising a first-best-effort

basis for hiring donor nationals for projects, where re-

quested; if a suitable candidate was not identified within

a certain timeframe, PEP-ECA proceeded with recruit-

ment that was free of nationality requirement. 

9. FMTAAS will be used to fund IFC’s contributions

to (a) donor-funded operations (project development

facilities, PEPs, and other operations), whether cur-

rently in operation, approved, or to be approved in the

future, (b) Advisory Services in relation to particular

project or sector work, including project development

costs in frontier markets, beyond the scope of IFC’s nor-

mal commercial due diligence and structuring activities,

and (c) specific costs associated with implementation

of IFC’s donor-funded operations and advisory activi-

ties that may not be charged to the activities themselves.

10. The PEP-ECA Human Resources Office in

Moscow processes all contracts locally. Most hires (F and

below) are cleared locally as well; only G-level hires re-

quire clearance from IFC Headquarters.

11. The length of the bridge period has not yet

been determined, but will likely extend no longer than

two months.

12. For example, in the area of training IFC de-

signed a one-week credit course for noninvestment staff,

which has been delivered to hundreds of Advisory Ser-

vices staff. Specialized one- to two-day meetings on

particular topics, for example, leasing, microfinance, al-

ternative dispute resolution, and so on have also been

organized. Other courses have included a five-day

“Doing Advisory Services” course, one on Advisory

Services for managers, and others on measuring results,

using corporate tools for approval, supervision, proj-

ect completion reports, and so on.

13. FIAS routinely charges governments about half

the cost of its advisory projects (100 percent in some

cases). Industry groups have contributed to the costs

of World Bank productivity and investment climate

surveys.

14. This was evidenced through development of

small fee-based markets, often resulting from services

and materials introduced through the IFC project. Other

times, the evaluations included either survey or inter-

view questions on willingness to pay for services pro-

vided by the IFC project as well as in the future, which

also indicated varying degrees of willingness to pay.

15. One exception is the corporate governance sur-

vey done in Ukraine, developed by IEG-IFC in coop-

eration with PEP-ECA and the SME Department. This

survey was based on a quasi-experimental design.

Appendix A
1. Several projects that were extensions or subse-

quent phases of a project were combined in one eval-

uation report, as were advisory operations with two or

more donors that resulted in multiple assignments.

2. Simultaneous with the PEP-ECA evaluation, the

SME Department conducted several product line as-

sessments, including on leasing, corporate governance,

toolkits, and linkages, which provided valuable back-

ground information and opportunity for some regional

as well as facility comparison. 

Appendix B
1. These are pilot criteria that IFC has since refined.

Please see the current criteria at http://www.ifc.org/

IFCext/rmas.nsf/Content/TrainingMaterials.

2. Definitions of terms used in this section are con-

sistent with those generally used in the development

community, as reflected in an Organisation for Economic

Cooperation and Development glossary (2002).

3. Many books exist on research design and evalu-

ation that cover these four methods and their strengths

and weaknesses in detail. For a brief reference, see

Nexus Associates (2003).

Appendix E
1. For the CIS growth expansion, the recovery 

of growth in the Russian Federation after the finan-

cial crisis and devaluation has been an important fac-

tor, which coupled with high oil prices, increased de-

mand for regional economies’ outputs. See Alam and

others (2005).
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