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MEMORANDUM TO THE EXECUTIVE DIRECTORS AND THE PRESIDENT

SUBJECT: Annual Review of Evaluation Results 1994

OED's twenty-first Annual Review reports on 246 operations for a disbursement value of $17.2
billion. It confirms many of the findings of last year's exercise and explores new ground in assessing the
determinants of project performance.

The share of satisfactory outcomes in the 1994 cohort is 66%. While constituting a modest
increase over recent years, the aggregate results confirm the need to focus managerial attention on key
performance factors and enhance accountability for portfolio results within the organization.

Appraisal forecasts of elapsed times and costs and rates of return estimates are becoming
somewhat more realistic. Adjustment operations have kept up the improvement in performance that first

became noticeable two years ago: as a group, they now perform better than investment projects.

Rigorous quantitative analysis shows that the quality of borrower management and compliance
with loan covenants are the strongest determinants of project outcomes. Appraisal quality and strong
supervision are also important factors. Three country factors have statistically significant effects on
portfolio performance: macroeconomic stability, per capita GDP growth and good governance.

Accordingly, the most direct way of improving portfolio performance is increased selectivity
informed by the lessons of experience. Of almost equal importance is improved Bank performance in
appraisal and portfolio management. Bank activities which help to create an adequate enabling
environment also contribute handsomely to effective portfolio performance. So does institutional

development directed at encouraging good governance.

In countries with adverse policy environments, it is best to focus on nonlending services directed
at restoring adequate policies. Capacity-building assistance is also warranted, especially where borrower
commitment can be secured and effective beneficiary participation is feasible.

Among the actions needed to enhance development effectiveness, the Review stresses the need

to (i) improve business processes by systematic learning from staff, borrowers and other stakeholders;
(ii) avoid excessive optimism in setting country strategies and assessing quality at entry; (iii) be
cognizant of political economy considerations throughout the project cycle; and (iv) make systematic use
of nonlending services to improve project selection, nurture borrower ownership, build domestic
capacity, and promote partnership.



Contents

Executive Summary v

1. The Performance Record
A. Introduction 1

Overview of Results I
The 1994 Cohort in Context 5
Complexity of Operations 6

B. 1994 Results 8
Outcomes 8
Sustainability 13
Institutional Development 16
Relationships between Sustainability, Institutional Development, and
Overall Outcomes 17
Returns, Implementation Times, and Costs 18

C. Lessons from Outstanding Operations 21

2. The Determinants of Portfolio Performance 26
A. Introduction 26
B. Key Findings 27

Outcomes 27
Sustainability 28
Institutional Development 29
Conclusions 29

C. Improving Project Performance 30
Borrower Performance Makes the Biggest Difference 30
Bank Performance Matters Too 31
Impact of Macroeconomic Instability 35
Impact of Governance 35

D. Improving Country Performance 35
The Framework 35
Good vs. Bad Portfolio Performers 37
Country-Specific Illustrations: The Significance of Rapid Growth 39
Country-Specific Illustrations: The Significance of Borrower and Bank
Performance 41

E. Broader Issues of Bank-Country Assistance 46
F. Implications for Bank Operational Priorities 47

3. Poverty, Environment, and Private Sector Development 49
A. The Thematic Content of Recently Evaluated Operations 49
B. Poverty Reduction 49

Best Practices 51
Lessons of Experience 52
Implementing the Lessons 53



ii

C. Environmental Sustainability 55
Best Practices 55
Lessons of Experience 56
Implementing the Lessons 57

D. Private Sector Development 58
Best Practices 58
Lessons of Experience 59
Implementing the Lessons 60

4. Improving Development Effectiveness 63
A. Introduction 63
B. Learning from Bank Clients and Staff 63
C. A Sound Economic Policy Environment Matters 64
D. Quality at Entry Matters 66
E. Portfolio Management Matters 67
F. Development Partnerships Matter 69

Boxes
1.1 Different Perspectives on Performance 2
1.2 Beneficiary Groups 12
1.3 Social Safety Nets 14
2.1 Quality Bank Processing Overcomes Unfavorable Macroeconomic Environment:

Examples from Brazil 34
2.2 Sharply Contrasting Portfolio Performance: China and Peru 42
2.3 Argentina's Experience with Bank-financed projects 44
3.1 Structural Adjustment, Growth, and Poverty Reduction 54
3.2 Support for Private Sector Development: Lessons from OED Studies 61
4.1 Ghana Country Assistance Review: Generic Lessons 65
4.2 Quality of Economic Analysis: Criteria 68

Figures
1.1 Outcome, Sustainability, and Institutional Development 4
1.2 Distribution of Evaluated Operations by Region, 1994 and 1974 Cohorts 5
1.3 Distribution of the FY95 Ongoing Portfolio, by Region 6
1.4 Project Demandingness, Complexity, and Riskiness, by Year of Approval

(1980-89) 7
1.5 Performance of Operations Evaluated, by Sector and Region, 1994 and

1990-94 Cohorts (n>=10) 9
1.6 Sustainability of Operations Evaluated, by Sector and Region, 1994 and

1990-94 Cohorts (n>=10) 14
1.7 Positive Sustainability Factors for Satisfactory Projects, 1994 Cohort 16
1.8 Achievement of Institutional Objectives, by Sector and Region, 1994 and

1989-94 Cohorts 17
1.9 Interrelationship of Project Sustainability, Institutional Development and

Performance Ratings, 1989-94 Evaluation Cohort 18
1.10 Appraisal and Re-estimated Rates of Return, By Year of Approval,

1969-85 19



iii

1.11 Variance of Re-estimated Rates of Return, By Year of Approval,
1969-85 20

1.12 Re-estimated Economic Rates of Return, By Sector and Approval Year
Groups 20

1.13 Time Overruns and Outcome, 1994 Cohort 21
1.14 Cost Over- or Underruns and Outcome, 1994 Cohort 22
2.1 Quality of Appraisal by Major Areas of Analysis: Projects with Satisfactory

Outcome, Likely Sustainability and Substantial ID Impact 32
2.2 Factors Affecting Appraisal Quality, Projects with Satisfactory Outcome,

Likely Sustainability and Substantial ID Impact 32
2.3 Performance of Supervision by Major Areas of Attention: Projects with

Satisfactory Outcomes, Likely Sustainability and Substantial
* ID Impact 33

2.4 Factors Affecting Supervision Quality, Projects with Satisfactory Outcomes,
Likely Sustainability and Substantial ID Impact 33

2.5 Portfolio and Country Economic Performance 38
3.1 Thematic Components by Country Income Group, Operations Evaluated

in 1993 and 1994 50

Table
3.1 Thematic Components by Country Income Group, Operations Evaluated in

1993 and 1994 50

Annexes 71



Executive Summary

1. This twenty first Annual Review of Evaluation Results analyzes evaluation findings
for 1994 and traces their implications for the management of Bank operations. It is based
on completion reports by operational staff and on performance audit reports, impact
evaluations, and evaluation studies by the independent Operations Evaluation Department
(OED).

2. In 1994, 246 completed operations were evaluated for the first time (the "1994
cohort"). Most of these loans and credits, representing disbursements of $17 billion, are
recent; about three fourths were approved in 1985 or later, and nearly half were closed in
1993 or later. In the same year, OED produced performance audit reports for 108
operations whose completion reports had been prepared in earlier years. Where relevant the
review draws on information from all the 354 operations evaluated in 1994.

The Performance Record (Chapter 1)

3. This year's results essentially confirm and consolidate those of the last two years.
They reflect a number of encouraging signs, but confirm the need to further improve
accountability for results.

N Sixty six percent of the operations evaluated in 1994 had satisfactory outcomes.
This year's percentage compares with 64 percent in the cohort of operations
evaluated last year. While it is better than the average of 63 percent for 1990-94, it
is still unacceptably low.

a Forty four percent of the evaluated operations are expected to sustain their benefits
throughout the operational phase that follows the completion of Bank loan
disbursements. This proportion is little different from last year's evaluation cohort
and the average for 1989-94. But the proportion of operations judged unlikely to
sustain their benefits has dropped to 20 percent from 24 percent in 1993.

a Institutional development goals were substantially achieved in 39 percent of the
operations-better than the 30 percent in the 1993 cohort and the average of 31
percent for the last five years, but again a low figure.

a Adjustment operations kept up the improvement in performance that first became
noticeable two years ago, and they performed better, on average, than investment
projects. Adjustment operations had a 70 percent satisfactory rating, versus 65
percent for investment operations.

Outcomes

4. More than two thirds of the operations analyzed had goals that were highly or
substantially relevant to development priorities. Forty five percent of the operations were
considered highly or substantially effective in meeting their goals, and another 34 percent as
moderately effective. As in last year's cohort, physical goals were met more readily than
goals such as macroeconomic and sectoral reform, financial enhancements, and institutional
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development. Forty one percent of the operations were rated as highly or substantially
efficient and another 32 percent as moderately efficient.

5. East and South Asia had the best record on all measures of overall performance.

6. By sector, performance was best in human resources, with 83 percent of its
operations rated satisfactory, and poorest in agriculture, where operations performed better
than their 1990-94 average but still achieved only a 60 percent satisfactory rating.

7. Comparing the performance of operations approved in 1974-79 with that of
operations approved in 1980-85, outcomes improved notably in transport operations. But
overall, there was a decline in performance, led by water supply, power, and finance.

Sustainability

8. Sustainability measures the extent to which an operation is likely to maintain its
achievements, or expected achievements, during its operational phase. To arrive at a
sustainability rating evaluators assess many of the same factors that underlie the appraisal of
an operation, from economic, social, financial, institutional, and environmental perspectives,
as appropriate. Sustainability is an even more demanding test than the outcome criterion.
Experience shows that the achievement of sustainability may call for a series of operations,
since it often depends on more favorable policies or stronger institutions than may prevail
when the Bank is first involved.

9. Sustainability ratings remain unchanged, on average, from last year. In East Asia,
the proportion of operations rated likely to be sustainable improved to 73 percent. In Africa,
23 percent of operations were rated likely to be sustainable. On the other hand, only 26
percent-down from 31 percent in 1989-94-were rated as unlikely to be sustainable.

10. Looking at operations by their year of approval, the proportion judged likely to
sustain their benefits increased from 42 percent for those approved in 1984 to 51 percent for
those approved the following year. But for later approval years, not enough operations have
yet been evaluated to be certain of an improving trend.

11. Reinforcing previous evaluation findings, government commitment to project goals,
institutional and management effectiveness, an enabling policy environment, technical
viability, and cost recovery had positive influences on sustainability in the 1994 cohort.

Institutional Development

12. Progress was made on institutional development, but performance was still poor.
The share of operations in the 1994 cohort that substantially achieved their institutional
development goals improved to 39 percent, better than last year's 30 percent and the 1989-
94 average of 31 percent. Almost all sectors and regions improved their record to some
extent.

13. Borrowers' commitment was the factor with the most prominent influence on the
achievement of institutional development goals.
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Returns, Implementation Times and Costs

14. Projects realized high returns. Rates of return were calculated at appraisal and re-
estimated at evaluation for 82 projects-one third of the 1994 cohort. Most of these projects
achieved re-estimated returns much higher than 10 percent. By sector, re-estimated rates of
return were: agriculture 17 percent, power 17 percent, transport 28 percent, and urban
development 25 percent. The gap seems to be narrowing between returns estimated at
appraisal and re-estimated at completion.

15. Forecasts of implementation time and cost are becoming more realistic.

m Time overruns have gone down, but forecasts are still overoptimistic. On average,
operations evaluated in 1994 took 37 percent longer to implement than originally
scheduled, down from 48 percent in 1993, and 54 percent in the 1974-94 cohorts.

a Cost estimates are also improving. Africa was the only region where operations cost
more than expected (overruns were at 16 percent). The other regions had cost
underruns of between 10 and 15 percent.

Outstanding Operations

16. Plenty of "best practice" examples show that significant improvements in portfolio
performance are possible. OED evaluators designate operations as outstanding if they
exceed all their major goals, have highly innovative designs, and/or use approaches likely to
be successful in different countries or sectors. Of the 354 operations that were evaluated in
1994, OED assessed 18 as outstanding, on the basis of performance audits or reviews of
completion reports. This diverse group of operations shared the following distinctive
features:

m They originated with borrowers, with the Bank seen either as an objective catalyst
for change, or as providing the necessary technical knowledge.

a Their designs were relatively simple.

a The Bank was closely involved and carefully monitored progress.

m They were implemented pragmatically and flexibly.

a Many of them enjoyed the benefits of long-standing relationships with the Bank,
prior lending operations, and/or extensive economic and sector work.

Determinants of Portfolio Performance (Chapter 2)

17. What should be the focus of the Bank's attention in the project cycle to bring about
satisfactory portfolio performance? How effectively can the Bank mitigate the risks inherent
in a country's economic and socio-political environment and the borrower's behavior?
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18. This year's analysis of the determinants of portfolio performance looks at all
operations evaluated by OED in 1991-94. It uses more rigorous quantitative techniques than
its predecessors, and leads to partial revisions of OED's earlier findings.

19. Of all the independent variables featured in the analysis, borrower performance
during preparation and implementation had the widest impact on individual project results.
Subsumed under "borrower performance" are: the policy environment created for Bank-
supported projects, the level of government commitment to project goals, the provision and
reliability of domestic funds for the project, the administrative procedures in use, and the
quality of decision making. Poor management by the borrower, and poor compliance with
loan covenants, generally led to operations with poor results, uncertain or unlikely
sustainability, and weak contributions to institutional development.

20. Closely following borrower performance, however, was how well the Bank did its
job. The quality of appraisal and strong supervision were especially important. In general,
quality Bank processing had a dominant effect on outcomes, a significant effect on the
sustainability of benefits, and a moderate effect on the degree of institutional development
that operations achieved.

21. At the level of country portfolios, all the project-level determinants were reaffirmed,
but performance was also influenced strongly by macroeconomic stability, growth in per
capita income, and good governance.

22. Determinants of portfolio performance differed in importance across the spectrum of
countries. The results imply that improvements in Bank process performance, particularly
higher quality at entry, have a higher payoff in terms of better portfolio performance in
countries whose portfolio performance is already above average. Good Bank appraisal and
supervision can make a significant difference to outcome and sustainability, but the effort
has to be extraordinarily great to offset the effects of a poor policy and implementation
environment.

Implications for the Bank's Operational Priorities

23. The findings suggest that the most direct way to improve portfolio performance is to
lend more selectively. Of course, given the Bank's cooperative character, selectivity has to
be weighed against member countries' legitimate entitlement to services. In countries where
the economic environment is inimical to lending, use of nonlending services may be a cost-
effective way to maintain contact with countries and contribute to needed policy
improvements.

24. In countries with a history of poor portfolio performance, the Bank should focus its
contributions on macroeconomic stabilization and growth-promoting structural reforms.
Sustained improvement in the policy environment is likely to result in much better
operational performance-in terms of both development impact during implementation and
the sustainability of benefits. This underscores the importance of getting the economic
fundamentals right-which is also the prime rationale for adjustment lending.
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25. The current Bank practice of maintaining minimum lending levels in countries with
adverse policy environments should be revisited Without a cohesive strategy to address
economic fundamentals, the odds of success are poor, and nonlending services directed at
restoring adequate policies may be a better option. In countries with adverse policy
environments and a history of disappointing portfolio performance, Bank country-dialogue
and aid coordination, shaped by economic and sector work, is likely to be the most cost-
effective approach. Moderate lending for capacity building may also be warranted where a
government is committed to institutional reform.

Poverty, Environmental Sustainability, and Private Sector Development
(Chapter 3)

26. How often and to what degree are the Bank's three thematic objectives-poverty
alleviation, environmentally sustainable development, and private sector development,
-reflected in specific components of project design? How successfully have operations met
their stated thematic objectives, and what accounts for their varying performance?

27. The 737 operations that OED evaluated in 1993 and 1994, through performance
audits and reviews of completion reports, were analyzed to identify best practices and
lessons of experience. As in last year's Annual Review, only those operations with
components that specifically targeted the thematic objectives were featured; many others
may have had positive or negative effects on poverty, the environment, or private sector
development.

Poverty Reduction

28. Among the 737 operations that OED evaluated in 1993 and 1994, most of those with
poverty reduction components supported efforts to increase the income levels of relatively
poor beneficiaries. They focused on improving farming practices, creating job opportunities,
and providing access to credit, better shelter, and enhanced social services and social "safety
net" programs. Nearly half the operations with poverty components were in the lowest-
income group of countries.

29. Experience with poverty components highlights the importance of

a Bottom-up participatory processes that enhance beneficiaries' role in designing and

implementing operations.

a Cooperative approaches that boost beneficiaries' confidence and encourage
entrepreneurship and innovation.

a Regularization of land-use titles to encourage beneficiaries' involvement in and
commitment to development efforts.

a Innovative financial measures that promote self-financing by beneficiaries and
strengthen the links between public and private sector institutions.
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U Social action programs, such as safety nets and the protection of basic services, to
protect the poor from the adverse consequences of adjustment.

Environmental Sustainability

30. The Bank pursues targeted programs, including specific projects, regional and global
efforts, and strategies and policies in support of environmentally sustainable development.
Three types of projects are typical: pollution management and urban environment projects;
natural resources and rural environmental projects; and projects to strengthen national and
local environmental management capacity and public involvement in environmental decision
making. Of the 737 operations reviewed, 196, accounting for $13.4 billion in lending
commitments, had environmental components.

31. Experience in environmental components points to the following lessons:

a Environmental impact assessments should continue to be done after projects are
commissioned.

a Building institutional capacity in environmental management can be the Bank's most
important long-term contribution. Where this succeeds, the institutional experience
acquired should be disseminated to other countries and regions.

* Sensitizing target populations to environmental hazards can have long-lasting
beneficial results.

a Efforts to enhance preparedness for environmental emergencies need early
preparation and, often, a rapid response with financial and technical support.

Private Sector Development

32. The Bank supports private sector development (PSD) by promoting efforts to
improve the business environment; promoting public enterprise reform and privatization in
cases where the private sector would clearly use the resources more efficiently; promoting
private participation in infrastructure; and assisting with financial sector reform. More
broadly, satisfactory adjustment operations contribute to private sector development by
helping to create an enabling and competitive business environment for the private sector.
Of the 737 operations reviewed, 254 had PSD components, which absorbed $22 billion of
lending commitments. Policy reform operations absorbed nearly one fourth of the resources
committed to PSD components.

33. Experience in private sector development components highlights the following
lessons:

a The health of the macroeconomic environment matters most.

a In countries undergoing a dramatic transformation from a controlled to a market
economy, pursuing a gradual but steady program of stabilization and liberalization
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may be the key to improving the economic climate and inducing private sector
interest.

N Government commitment must be expressed through unmistakable signals that the
reforms introduced will not be reversed.

a Where governments are strongly committed to PSD reforms, policy initiatives,
measures, and actions precede Bank involvement.

0 In successful PSD reforms, the Bank provided quality sector work and kept a low
profile, while providing effective technical and policy support.

1 Where capital markets are still developing, financial intermediation loans-designed
with minimum regulation and allowing market forces to dictate the terms--can be
effective tools for channeling credit to private entrepreneurs.

Improving Development Effectiveness (Chapter 4)

34. The scope, ambition, and complexity of Bank operations have risen considerably in
recent years. The operations evaluated in 1994 pursue more goals and have more
components than those evaluated in earlier years. Two thirds of those evaluated in 1994 are
judged to have substantially stretched the implementation capacity of the countries that
borrowed for them. Nearly half involve a multiplicity of goals and agencies, and are
substantially vulnerable to risks. Like their recent predecessors, this year's evaluations show
that it is in the more demanding areas of capacity building and policy reform that outcomes
have often failed to meet targets; physical goals were achieved in 77 percent of the
operations evaluated in 1994.

35. OED evaluations repeatedly show the importance of a sound economic policy
environment. Experience confirms that a stable and open economic environment positively
affects project outcome. Government decisions at the micro level, or at the level of
individual projects, must take full account of the economic environment in which projects
are set if their expected goals are to be attained.

36. Quality at entry: The evidence points unequivocally to the importance of quality at
entry in explaining project and portfolio performance. The quality of project preparation and
of appraisal have significantly more influence on satisfactory project performance than key
country macroeconomic variables, external factors, or governance considerations.

37. Management of the ongoing portfolio: Sound portfolio management, including the
management of risks, makes a substantial difference to development results. So do the
quality of borrower implementation and Bank supervision. Yet much current supervision
work still gives short shrift to those factors that would allow the Bank to advise mid-course
corrections, where needed to achieve projects' development objectives. The gap is
narrowing between supervision performance ratings, which often turn out to be too
optimistic, and evaluation ratings given to completed projects. But it is still too wide. More
forceful portfolio management, focused on development objectives, and better
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implementation of existing guidelines on monitoring and evaluation, will be needed to close
this gap.

38. The following measures would help to improve outcomes and the sustainability of
benefits, without sacrificing relevance:

a improve business processes through systematic learning by staff, borrowers and other
stakeholders;

a enhance the role of risk assessments in setting country strategies and appraising
quality at entry;

a recognize and reflect political economy considerations throughout the project cycle;

a use nonlending services to improve project selection, nurture borrower ownership,
build domestic capacity, and strengthen partnerships.

39. Development partnerships: As emphasized by many examples of best practice,
stakeholder participation in design and implementation can have a significantly positive
effect on project outcome. Similarly, participation is at the core of enhancing government
ownership and commitment to sustainable policy reforms. As development operations
become increasingly complex and taxing, both on borrowers and the Bank, partnership can
substantially improve the management of necessary risks, or help to minimize them. Finally,
effective development partnerships require mutually reinforcing and coordinated Bank action
with other development agencies and with nongovernmental organizations, whenever
appropriate.



1. The Performance Record

A. Introduction

1.1 This twenty first Annual Review of Evaluation Results analyzes evaluation findings for
1994 and traces their implications for the management of Bank operations. It is based on
completion reports by operational staff and on performance audit reports, impact evaluations, and
evaluation and process studies by the independent Operations Evaluation Department (OED).

1.2 In 1994, 246 completed operations were evaluated for the first time (the "1994 cohort") and
OED produced performance audit reports for 108 operations whose completion reports had been
prepared in earlier years. Where relevant the review draws on the information from all the 354
operations evaluated in 1994. The 1994 cohort, representing disbursements of $17.2 billion, reflects
Bank performance throughout the late 1980s and early 1990s; about three fourths of the operations
in the cohort were approved in 1985 or later, and nearly half were closed in 1993 or later (Annex
Table 1.1). Even so, many of them were conceived and implemented before the Bank began its
ongoing action plan in response to the Portfolio Management Task Force recommendations.

Overview of Results

1.3 This year's results essentially consolidate those of the last two years, while evincing a
number of encouraging signs and confirming the need for greater accountability for results.

a Sixty six percent of the operations evaluated in 1994 had satisfactory outcomes. Thus one in
three is judged not to have met its major relevant goals and/or not to have made an
acceptable contribution to development. This year's percentage compares with 64 percent in
the cohort of operations evaluated last year, and is better than the average of 63 percent for
1990-94, though it is still far too low to be acceptable. (See Box 1.1 and Annex Table 1.7.)

0 Measured in terms of real disbursements, the share of operations with satisfactory outcomes
is 65 percent, down from 71 percent in 1993 and 67 percent for 1990-94. (Figure 1.1, Annex
Table 1.8.)

N Forty four percent of the evaluated operations are expected to sustain their benefits
throughout the operational phase that follows the completion of loan disbursements. This
proportion is little different from last year's and the average for 1989-94. But the proportion
of operations rated unlikely to sustain their benefits has dropped to 20 percent from 24
percent in 1993 (Figure 1.1, Annex Table 1.10).

* Institutional development goals were substantially achieved in 39 percent of the
operations-better than the 30 percent in the 1993 cohort and the average of 31 percent for
the last five years (Figure 1.1, Annex Table 1.12).

a The adjustment operations evaluated in 1994 kept up the improvement in performance that
first became noticeable two years ago, and they performed somewhat better, on average,
than investment projects (Annex Table 1.9).
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Box 1.1: Different Perspectives on Performance

Box Figure I shows the historical performance trend including the 1994 evaluations. Given
that these evaluations correspond to operations approved and closed in different years, the graph
may not reflect a true trend.

Box Figure 1: Performance of Operations Evaluated

by year of evaluation, 1974-94

100

90

80

0 70

60

50

Z 40

30

20

10

0
74 76 7 8h 8 84 86 8k 96 9 94

Evaluation year

- projects . real disbursements

In Box Figure 2, however, the 1994 evaluations have been added to prior evaluations and
grouped according to the year in which the operations were approved, providing a more meaningful
basis for interpreting the historical performance trend. The graph shows that for operations
approved since about 1982, performance appears to be on a modest upward trend, particularly if
weighted by disbursements.

Box Figure 2: Performance of Operations Evaluated

by year of approval, 1967-85
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Although many other operations approved since 1985 have been evaluated, their numbers
are not yet representative enough to provide a reliable estimate of performance for these years.
Adding them to the graph would impart an upward bias to the historical record since the
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operations evaluated earliest for each approval year are typically those that have performed much
better than average.

Box Figure 3, with operations grouped by closing year, provides yet another perspective in
which operations evaluated in 1994 are added to the previous evaluations. From this view the
performance record benefits from the inclusion of more recent evaluations, including a large
number of operations that were under supervision through 1993. This graph, while it confirms
improved performance for the period 1990 to 1992 relative to a low in 1988, shows an estimated
decline in performance in 1993.

Box Figure 3: Performance of Operations Evaluated
by year ofclosing, 1980-93
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Finally, Box Figure 4 provides a look at the performance of ongoing operations, as
measured by their expected achievement of development objectives, as displayed in the Annual
Reports on Portfolio Performance, that is, on the basis of supervision ratings. This graph cannot be

directly compared with the previous graphs, and it could be affected by recent efforts to make
supervision ratings more realistic. Yet, the trend displayed in the graph leaves little room for
complacency.

Box Figure 4: Performance of Ongoing Operations

by ARPP fiscal year, 1980-95
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Figure 1.1: Outcome, Sustainability, and Institutional Development
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The 1994 Cohort in Context

1.4 The range, ambition, and complexity of the Bank's activities have grown considerably
over the past 20 years. The 1994 cohort is almost five times larger than its 1974 counterpart. It
involves $17 billion of disbursements for 80 countries, compared with $4 billion for 50
countries in 1974 (Figure 1.2 and Annex Figure 1.1).

Figure 1.2: Distribution of Evaluated Operations by
Region, 1994 and 1974 Cohorts

1994 Cohort: 246 operations

South Asia (12.60%)

Africa (30.49%)
Middle East and North Africa (11.38%)

Latin America and Caribbean (23.98%)
- East Asia and Pacific (16.26%)

Europe and Central Asia (5.28%)

1974 Cohort 50 operations

South Asia (10.00%)

Middle East and North Africa (8.00%) Africa (26.00%)

-- East Asia and Pacific (10.00%)

Latin America and Caribbean (36.00%)

Europe and Central Asia (10.00%)

1.5 The largest borrower of the 1994 cohort was Brazil, whereas the largest in the 1974
cohort was Spain. The 1974 cohort also included loans to Iceland, Israel, Taiwan, and New
Zealand. Whereas transport projects dominated the 1974 cohort, with nearly two thirds of the
disbursements, agriculture claimed the largest share of the 1994 cohort, with 28 percent of the
disbursements (Annex Figure 1.2). Adjustment lending, which began in 1980, made up 12
percent of the 1994 cohort.

1.6 The 1994 cohort is also broadly similar in its sectoral composition to today's portfolio
of ongoing operations. The main difference is that agriculture's share of the number of
operations has declined as the share of human resources (education, population, health, and
nutrition) has grown; today each accounts for roughly one fifth of the portfolio. Smaller changes
have occurred in power, industry, and finance, whose shares of the portfolio have dwindled,
while program and policy and water and sanitation have expanded. (See Figure 1.3 and Annex
Figure 1.3.)

1.7 Unlike those of 20 years ago, however, most of the operations in the 1994 cohort have
multiple goals. OED classifies operations according to five types of goals: macroeconomic
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reform, sectoral reform, physical enhancements, financial enhancements, and institutional
development. A fifth of the operations evaluated in 1994 had four such goals, another fifth had
three, and about a third had two (Annex Table 1.5).

Figure 1.3: Distribution of the FY95 Ongoing Portfolio, by Region

FY95 ARPP Portfolio: 1,742 operations
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Middle East and North Africa (8.21%) Affica (31.80%)

Latin America and Caribbean (19.58%)

East Asia and Pacific (17.05%)
Europe and Central Asia (10.85%)

Complexity of Operations

1.8 OED rates operations in terms of the demandingness, complexity, and riskiness of their
objectives:

a Demandingness involves a judgment about the degree to which an operation stretches
the specific country's and/or the Bank's implementation capacity.

a Complexity is determined by factors such as the range of policy and institutional
improvements to be attempted, the number of institutions involved, the number of
project components and their geographic dispersion, and the number of cofinanciers.

* Riskiness is concerned with vulnerability to variations in key factors affecting the
operation.

Demandingness, complexity, and riskiness rose significantly during the 1980s, substantially
increasing the difficulty of implementing Bank operations (Figure 1.4).

1.9 This year 's findings confirm that the more types of goals an operation attempts to
pursue simultaneously, the more complex and difficult it is to implement, and the more
demanding it is on the borrower. Of operations in the 1994 cohort, 67 percent were highly or
substantially demanding on the resources of the countries that borrowed for them; 40 percent
were similarly demanding on the Bank. Fifty one percent were highly or substantially complex,
and 47 percent were highly or substantially risky (Annex Table 1.6).
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Figure 1.4: Project Demandingness, Complexity, and Riskiness,
by Year of Approval (1980-89)
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1.10 Overall performance of the portfolio is affected negatively by operations in countries
affected by civil strife-the so-called "failed states." The Bank's FY95 Annual Report on
Portfolio Performance provides the most current estimates of the impact of those operations on
the Bank's overall portfolio performance, that is, that 20 percent of the problem projects are
located in such states. During FY95 the "failed states" included: Algeria, Angola, Burundi,
Djibouti, Rwanda, Sierra Leone, Somalia, Sudan, and Zaire. For operations evaluated in 1991-
94, the percentage rated satisfactory in these countries is 40 percent, well below average for the
Bank's portfolio as a whole, confirming the sensitivity of portfolio performance to governance
problems.

B. 1994 Results

Outcomes

1.11 To assess the outcome of each operation, the Bank's evaluators look beyond physical
achievements to assess the relevance of its design and the efficacy, as well as the efficiency, of
performance. For an operation to be rated satisfactory, its goals must be consistent with the
Bank's country and sectoral assistance strategies (relevance) and it must have achieved, or be
expected to achieve, most of its major goals (efficacy) in a timely and cost-efficient manner
(efficiency).

1.12 The 354 operations OED evaluated in 1994, through performance audits and completion
reports, were analyzed for the relevance of their objectives. (Where a project is formally
restructured it is judged against its revised objectives.) More than two thirds of those rated had
objectives highly or substantially relevant to development priorities. One project in five had only
moderately relevant objectives, while one in 16 had irrelevant objectives; 17 operations could
not be rated (Annex Table 1.14).

1.13 To assess efficacy, evaluators analyze the extent to which operations achieved their
goals. Forty five percent of the operations rated were considered highly or substantially effective
in meeting their goals, and another 34 percent as moderately effective; 19 operations could not
be rated (Annex Table 1. 14).

1.14 As in last year's analysis, physical goals were met more readily than other goals. Of the
110 operations that evaluators recorded as having physical goals, 77 percent substantially met
these goals; of the 58 with sector reform goals, only 60 percent met these goals (Annex Table
1.15).

1.15 To assess efficiency, evaluators compare economic rates of return-for types of
operations where these can be calculated-as calculated at appraisal and re-estimated at the
completion of disbursements. They also compare actual costs and implementation times with the
estimates made at appraisal, and calculate overall ratings for efficiency. For 41 percent of the
operations rated, execution was rated as highly or substantially efficient; for 32 percent of the
operations as moderate; and for 20 percent as negligible. Twenty five operations could not be
rated. (Annex Table 1.14.)
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Regional Outcomes

1.16 On all measures of overall performance, East Asia and South Asia had the best record.
Measured in terms of numbers of operations rated satisfactory in the 1994 evaluation cohort,
Africa had the poorest record (57 percent), and Latin America and the Caribbean (LAC) and
Middle East and North Africa (MNA) were somewhat below the Bankwide average of 66
percent. In terms of the percentage of disbursements devoted to satisfactory operations, Africa
followed the Asia regions, with 72 percent of its disbursements invested in satisfactory
operations, and MNA and LAC trailed behind. Europe and Central Asia (ECA) had only nine
operations in the 1994 cohort, too small a number for meaningful performance comparisons.
(Annex Tables 1.7 and 1.8.)

1.17 Outcomes substantially improved in South Asia and LAC, compared with the average for
1990-94. Outcomes in the Africa and the East Asia and Pacific (EAP) regions remained about
the same. Those in MNA were poorer, at 63 percent satisfactory, than in 1990-94 and in 1974-94
(78 percent satisfactory). (Annex Tables 1.7 and 1.8.)

Sectoral Outcomes

1.18 Measured in terms of the proportion of operations with satisfactory outcomes in the
1994 evaluation cohort, human resources operations performed the best, with 83 percent of its
operations rated satisfactory. (Figure 1.5 and Annex Table 1.7.)

Figure 1.5: Performance of Operations Evaluated, by Sector
and Region, 1994 and 1990-94 Cohorts (n>=10)
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1.19 Human resources operations performed consistently well. Historically, these operations
have performed at levels substantially higher than Bank averages, and this year's results
reinforce this pattern. Of the 24 evaluated operations in this sector, 83 percent achieved
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satisfactory performance; 74 percent were sustainable; and 59 percent (more than in any other
sector) made substantial contributions to institutional development.

1.20 Evaluation experience points to lessons that may help to safeguard and improve quality
in these operations.

E Recurrent expenditure and counterpart funding problems are highlighted in almost all
performance audits. This implies that project design should pay more attention to the
potential of institutional and community organizations in operating and maintaining
these investments.

a Complex projects are institutionally difficult to implement, and unduly rapid expansion
can compromise quality. Many of the lessons learned from past rural development
projects are valid for today's human resource development projects.

0 In creating or expanding vocational training programs, the size and occupational
coverage of individual centers should reflect the diversity and requirements of the local
economy. And where industry is playing an increasing role in vocational training, the
centers should fill gaps, protecting the needs of disadvantaged groups, and meet newly
emerging requirements.

a The actual or perceived need for speed should not compromise quality; to make an
effective contribution human resource operations need flexible implementation and
ongoing monitoring to identify impediments to the effective use of facilities offered.

0 The architecture of basic infrastructure should be low-cost and simple enough for local
community involvement. It should maximize use of local material, adapted to local
conditions, and be easy to maintain and operate.

a Relevance and efficiency call for a focus on community and preventive health rather
than hospital-based curative care.

0 Human resource interventions should be carefully designed and differentiated to respond
to local geographic, economic, and social differences.

N Expanding and improving social services is often very difficult, especially in
impoverished areas. Experience emphasizes the value of piloting and of flexible, rather
than "blueprint," approaches to project design, to induce learning from experience.

0 Social funds, under the right circumstances, are cost effective ways to assist the poor.
Carefully defined goals, quality staff, commitment by higher authorities, openness and
transparency, professional oversight, and absence of political interference contribute to
their effectiveness.

Agriculture

1.21 Agriculture is the sector with the poorest performance in the 1994 evaluation cohort,
and evaluation data by approval year show that agriculture's overall performance has
consistently been relatively poor. Eighty one agricultural operations were evaluated in 1994.
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They performed somewhat better than the average for 1990-94, but still achieved only a 60
percent satisfactory rating.

1.22 Looking at the agricultural projects rated unsatisfactory, many of their characteristic
problems occurred in widely differing countries and regions. Many managed to meet their
physical goals for installing new facilities but were ultimately judged unsatisfactory and/or
unlikely to maintain their benefits.

1.23 Several agricultural projects tried to accomplish "too much, too soon," given the caliber
of the organizations they were working through and the newness of the ideas they were
promoting; examples include attempts to develop decentralized extension services with
nationwide coverage in Gambia, Indonesia, and Malawi. Several were introduced without enough
piloting, with weak arrangements for monitoring and evaluation (M&E), lack of ownership, and
insufficient participation. Projects in several countries, including Mauritania, Nepal, and Yemen,
suffered from designs based on insufficient knowledge of local farming systems and social
characteristics. Some were well-intentioned about having beneficiaries participate in project
design, but naive about how to get this to happen. Many projects suffered from difficulties in the
surrounding economies. In Brazil, Cameroon, Indonesia, Kenya, Malawi, and Zaire, difficult
and/or deteriorating macroeconomic conditions affected projects, causing shortages of operating
funds.

1.24 Recent performance audits of agricultural projects suggest the following lessons:

0 Participation by intended beneficiaries in project design and management plays a vital
role in agricultural projects (Box 1.2). Much of the experience shows that project design
and government administration of services can help make beneficiary groups such as
irrigators' associations more effective. Community dynamics and the relations among
group members also have a major influence and need to be understood by project
designers.

. Pilot operations are needed wherever there is lack of experience with the environmental
conditions, the technology to be adapted, or the institutional arrangements.

0 Agricultural research and extension projects require detailed assessments of the
technology extended, available resources, and monitoring and evaluation arrangements.
Their sustainability depends on adequate budgetary provisions.

a Agricultural projects suffer when their planners take inadequate notice of a distorted
macroeconomic or sector environment.

0 Policy-based lending for agriculture succeeds under the right circumstances: country-
based preparation, ownership, timeliness, politically viable reforms.

N Agricultural credit projects require fine-tuning to market conditions to ensure their
onlending arrangements are realistic, that the rural financial sector is adequately
understood, and the participating financial institutions will remain financially viable.

I Fisheries projects need to pay careful attention to the danger of depleting fish resources
and to the adequacy of related monitoring, information, and management systems.
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Box 1.2: Beneficiary Groups

Irrigator groups: OED's 1994 study of irrigation outlined the conditions associated with
durable irrigator groups:

a Geographic and jurisdictional boundaries are clear.

0 Members' financial obligations are proportional to their benefits.

0 Members are represented in decisions on water allocation and financial contributions.

a Auditors of financial statements are accountable to irrigators.

0 Rule violators are punished according to their transgressions.

0 Disputes are resolved locally and cheaply.

0 Governments do not challenge decisions made by irrigator groups.

Herders' associations: One of the best ways to create the basis for sustainable
development among pastoralists and agro-pastoralists is to promote the creation and institutional
development of herders' associations. Projects in Central African Republic and Senegal, audited
in 1994, worked to develop such local producers' associations, generally with some success.

Their experience showed that herders and farmers' associations can successfully take
over some of the functions of government services, if carefully established. Herders' associations
are easiest to form and sustain if members have few and real collective interests. In the three
projects, the leading collective interests were: potable and stock water; better human and animal
health; grazing management; and literacy programs-especially if targeted to women.

The northern pastoral development subproject in Senegal showed the effectiveness of a
long-term, cumulative approach to institution building. Careful preparation, with important
contributions from social scientists with reasonably good socioeconomic data; continuity of
approach; commitment; and suitable personnel were all very important.

Sectoral Performance Trends

1.25 Comparing the performance of operations approved in 1974-79 with that of operations
approved in 1980-85, outcomes improved notably in transport operations. But overall, there was
a decline in performance, led by water supply, power, and finance.

Adjustment Operations

1.26 The adjustment operations evaluated in 1994 kept up the improvement in performance
that first became noticeable two years ago, and they performed better, on average, than



13

investment projects. Adjustment operations had a 70 percent satisfactory rating, versus 65
percent for investment operations. (Annex Table 1.9.)

1.27 Among the satisfactory adjustment operations, Argentina's $300 million Public
Enterprise Reform Adjustment Project (implemented in 1991-93), supported one of the most far-
reaching reforms of the public enterprise sector undertaken by any country. The extensive sector
work that had been carried out in the targeted sectors helped the Bank to respond quickly to the
government's request for assistance. Strong government ownership of the program and a highly
effective project unit contributed to this operation's success. Poland's reforms, supported by the
$300 million First Structural Adjustment Loan (SAL) (implemented in 1990-91), were among
the first and most radical of their kind in Eastern Europe. The program halted hyperinflation,
opened Poland's borders to trade, liberalized most prices, eliminated rationing, privatized small
businesses, and made progress in reducing the debt burden. Though output and employment fell
by more and for longer than the program's architects expected, the SAL supported the start of a
reform process that has been sustained thus far, despite changes in government.

1.28 Experience in adjustment operations in several poor countries, including Guinea, Nepal,
and Sao Tome and Principe, emphasizes the importance of identifying and concentrating on
essentials, leaving enough time for implementation, especially where institutions are to be
restructured and processes changed.

1.29 Social safety nets. Safety net instruments that the Bank has supported to accompany
adjustment efforts include direct cash transfers, subsidies on basic goods and services, social
infrastructure development in deprived areas, employment-generating public works schemes,
targeted nutrition programs, employment services and retraining programs, and direct delivery of
basic goods and services to the poor. Experience emphasizes the need for selective targeting of
social safety nets, so that they safeguard people who are most vulnerable, but are affordable and
avoid giving perverse incentives, for example to draw unemployment benefits. (See Box 1.3.)

Sustainability

1.30 Sustainability measures the extent to which an operation is likely to maintain its
achievements or expected achievements during its operational phase. This is an even more
demanding test than the outcome criterion. Experience shows that to achieve sustainability may
call for a series of operations, since it often depends on more favorable policies, and on stronger
institutions, than prevail when first operations are undertaken. To arrive at a sustainability rating
evaluators assess many of the same factors that underlie the appraisal of an operation, from
economic, social, financial, institutional, and environmental perspectives.1

1.31 Sustainability ratings remain unchanged, on average, from last year. Sustainability of
operations was rated as likely in 44 percent of the operations in the 1994 cohort, the same as in
the 1993 cohort, and slightly lower than the 45 percent over 1989-94 (Figure 1.6 and Annex
Table 1.10). Looking at real disbursements, the proportion of lending likely to yield sustainable
benefits was 49 percent in 1994, down from 54 percent in 1993, and 50 percent for 1989-94.

Sustainability is rated as being either "likely," "unlikely," or "uncertain." The last category includes (1) projects for
which there is insufficient information at the time of project completion report/performance audit report preparation to
reach a judgment as to the likelihood of sustainability, and (2) projects whose future sustainability is truly uncertain.
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Box 1.3: Social Safety Nets

Few of the Bank's early adjustment loans provided for safety net programs to
compensate people displaced by reforms and to meet the basic needs of groups excluded from
growth, but such programs have become more common, especially since the late 1980s. Over the
long term, safety nets can strengthen human capital development, especially among the most
deprived parts of society.

Not all social safety nets are replicable or sustainable. They run the risk of entrenching
themselves in a government's social development strategy and burdening public finances and
institutions. More systematic piloting is needed to develop appropriate policy prescriptions for
the design of cost-effective safety nets. Experience shows that:

a Programs that were implemented quickly and served large numbers of people had high-
level political support, help with design from their targeted beneficiaries, strong
motivation, good information, timely procurement, transparency, and public
accountability.

* Programs that had difficulty getting started cited political interference, poor
coordination, limited participatory processes, inadequate staffing, and cumbersome
bureaucratic procedures.

Figure 1.6: Sustainability of Operations Evaluated, by Sector
and Region, 1994 and 1990-94 Cohorts (n>=10)
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1.32 Sustainability ratings improved to 73 percent in East Asia; fell to 23 percent in Africa.
Substantial improvements in likely sustainability were made in East Asia and Pacific from the 66
percent average for 1989-94. In Africa, the proportion of operations rated likely to sustain their
benefits fell from 33 percent to 23 percent. Evaluators' uncertainty about governance issues led
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them to rate 51 percent of the African operations as uncertain to be sustainable; but only 26
percent of the African operations-down from 31 percent in 1989-94--clearly seemed unlikely
to be sustainable. (Annex Table 1.10.)

1.33 Improvement in human resources. Three fourths of the human resources operations in
the 1994 cohort were rated likely to be sustainable, up from 61 percent in 1989-94. With 23
operations assessed for their sustainability, human resources had the highest sustainability rating
of any sector in the 1994 cohort.

1.34 Sustainability ratings also improved notably in finance and industry, although to levels
no higher than 50 percent. (Figure 1.6 and Annex Table 1.10.) Chile's Financial Markets loan
(approved 1989, closed 1994) helped to consolidate the gains of a successful adjustment
program. Reforms supported by the project fortified the policy environment of Chile's financial
system, and several of them were bolstered by the capital markets law approved in January 1994.
In industry, Jamaica's Kingston Free Zone Project (approved 1982, closed 1990) promoted
industrial exports, generated foreign exchange earnings, and created new jobs near one of the
highest unemployment areas of Kingston. The project has had a lasting impact on employment
and foreign exchange earnings.

1.35 Sustainability ratings declined in urban operations... In urban development, only a third
of operations were rated likely to be sustainable, down from nearly half for the period 1989-94.
Many of the urban projects had substantial physical achievements. They built houses, equipped
marketplaces, and provided basic utilities and services in low income neighborhoods. Yet, in
countries as different as Chile, The Gambia, Indonesia, Madagascar, and Tunisia, many projects
closed without adequate arrangements for recovering their costs or for meeting their
requirements for operation and maintenance.

1.36 ... and public utilities. Sustainability ratings declined in power and in water and
sanitation, compared with the 1990-94 averages. In both power, with 22 projects in the 1994
cohort, and water supply/sanitation, with nine, physical goals were met relatively readily, but
often improvements in management fell short of expectations, and cost recovery and operating
efficiency issues posed difficulties that made project benefits hard to sustain.

1.37 In many of the power projects, borrowers had difficulty mobilizing counterpart funds.
Often, financial management was poor, operating expenses were higher than expected, and sales
grew less than expected. During the 1980s many power utilities had difficulty servicing their
debt, and few had enough resources available for new investment. Many countries had difficulty
raising power tariffs, but evaluations point out that often projects could have been more
imaginative in seeking for alternative ways to increase revenues and, even more important in
many cases, to rein in operating costs. Evaluations of projects in Peru, Sierra Leone, and Turkey
emphasize the difficulties caused by lack of borrower commitment to sound financial
management in power utilities. Another recurring theme is the need for much more proactive
supervision in power projects. If the borrower is to be fully committed to agreed project goals,
the Bank must show itself to be so, too. Staff continuity can play an important role here.

1.38 In water supply and sanitation, many projects sought to strengthen the management of
water utilities and to win greater autonomy for them from municipal authorities, but very few
made sustainable improvements in these areas. Often projects were delayed by management
weaknesses, excessive centralization of authority, and difficulties in obtaining counterpart funds.
Low tariffs, inefficient operation, with high levels of unaccounted-for water, and high levels of
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arrears-with the largest arrears sometimes owed by branches of government-threatened
projects' financial sustainability. In Lagos, the Solid Waste Management Project (approved
1985, closed 1993) had a big but only temporary impact on sanitation in the city; the authorities
lacked the funds to keep the collection equipment running, and by the time the project closed
only a third of the solid waste generated daily was being collected.

1.39 By year of approval, the proportion of operations judged likely to sustain their benefits
increased from 42 percent for those approved in 1984 to 49 percent for those approved the
following year. For later approval years, not enough operations have yet been evaluated to be
certain of an improving trend. (Annex Table 1.11.)

Factors That Encouraged Sustainability

1.40 Reinforcing previous evaluation findings, government commitment to project goals,
institutional and management effectiveness, an enabling policy environment, technical viability,
and cost recovery were found to have a positive influence on sustainability in the 1994 cohort
(Figure 1.7).

Figure 1.7: Positive Sustainability Factors for Satisfactory
Projects, 1994 Cohort

Gov't. commitment

Institutional/mgmt.
effectiveness

Policy environment

Technical viability

Economic viability

Financial viability

Local participation

Environ. viability

0 20 40 60 80 100 120 140
Number ofpositive responses

Institutional Development

1.41 Improving a country's ability to make effective use of its human, organizational, and
financial resources provides a crucial link between the development impact of a project and the
sustainability of its benefits.

1.42 Progress was made on institutional development, but performance was still poor. The
share of operations in the 1994 cohort that substantially achieved their institutional development
goals improved to 39 percent, better than last year's 30 percent and the 1989-94 average of 31
percent. (Figure 1.8 and Annex Table 1.12.) Almost all sectors and regions improved their record
to some extent, except water and sanitation, energy, with its small sample size, and ECA, with its
small number of operations and rapidly changing institutional environment.
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Figure 1.8: Achievement of Institutional Objectives, by Sector
and Region, 1994 and 1989-94 Cohorts
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1.43 The improvement in the institutional development performance of human resource
operations is striking. Fifty nine percent of the 22 operations evaluated in 1994 substantially
achieved their institutional development goals, compared with 34 percent in the 1989-94 period.
Zimbabwe's successful Family Health Project is illustrative. The project was based on a
government policy paper, Planning for Equity in Health. It increased the availability and use of
family planning services, improved the health of mothers and children, and strengthened the
government's capacity to plan, manage, and evaluate mother and child health and family
planning services. The project was well calibrated to the Ministry of Health's institutional
capacity and financial constraints. The district and peripheral facilities it supported are
functioning well and are well maintained. District health administrators trained under the project
are now the focal points for decentralized planning. A follow-on project continues many of the
activities. The project's positive effects on knowledge, attitudes, and practices are likely to
continue to influence decisions about family size and health.

Factors That Encouraged Institutional Development

1.44 Borrower commitment was the factor with the most prominent influence on achievement
of institutional development goals. Out of 36 cases where evaluators judged borrower
commitment as strong, 64 percent achieved substantial institutional development. Conversely,
among 30 operations where borrower commitment was judged to be weak, 40 percent achieved
negligible progress toward their institutional development goals. (Annex Table 1.13.)

Relationships between Sustainability, Institutional Development, and Overall Outcomes

1.45 This year's findings confirm the strong correlations, pointed out in last year's Annual
Review, between satisfactory outcomes, sustainability, and institutional development (Figure
1.9). They are similar to those for the 1989-94 cohorts on average.
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Figure 1.9: Interrelationship of Project Sustainability, Institutional
Development and Performance Ratings, 1989-94 Evaluation Cohort
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1.46 Sustainability and satisfactory outcome are strongly related. Ninety one percent of the
projects rated likely to be sustainable were rated satisfactory. Not unexpectedly, highly
satisfactory projects are 100 percent likely to be sustainable, and highly unsatisfactory projects
are 100 percent unlikely to be sustainable.

1.47 Institutional development and sustainability are strongly related. Just over three fourths
of the operations that achieved substantial institutional development were also judged likely to
be sustainable. Conversely, about 60 percent of the operations judged likely to be sustainable
also achieved substantial institutional development. Most sustainable operations invested in the
institutional capacity needed to sustain benefits after completion. To yield sustainable benefits,
operations may need to address problems of public sector management, civil service reform,
decentralization, deregulation, private sector development, promotion of civil society, and
enhanced participation. Such objectives call for new ways of doing the Bank's business,
including a multidisciplinary approach to problem solving, a vastly different role for field
offices, and a recognition that systematic burden sharing with partners enhances development
impact.

Returns, Implementation Times, and Costs

1.48 Undue optimism still characterizes the appraisal of operations, but forecasts of both

time and cost are becoming more realistic.

1.49 Projects realized high returns. Rates of return were calculated at appraisal and re-
estimated at evaluation for 82 projects (one third of the 1994 cohort). Most of these projects
achieved re-estimated returns much higher than 10 percent; the Bankwide average was 22
percent. By sector, re-estimated rates of return were: agriculture 17 percent; power 17 percent;
transport 28 percent; and urban development 25 percent (Annex Table 1.16). Serious issues
about the quality of the Bank's economic analysis, and hence of rate of return estimates, are
discussed in Chapter 4.
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1.50 Appraisal rates of return are becoming more realistic. Analyzing the data by approval
year shows that rates of return both at appraisal and completion have trended upward, and that
the gap between the two has narrowed (see Figure 1.10).

Figure 1.10: Appraisal and Re-estimated Rates of Return

by year of approval, 1969-85
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1.51 However, there is wide dispersion around these averages. In general, projects in

agriculture and power have had lower rates of return than those in transport and urban
development. The averages should be interpreted with care, given the width of the dispersion.
(See Figures 1.11 and 1.12.)

1.52 Time variations. Time overruns have gone down, but scheduling is still overoptimistic.

On average, operations evaluated in 1994 took 36 percent longer to implement than originally

scheduled, down from 53 percent in the 1974-94 cohorts. Time overruns were highest for

projects in industry (55 percent), followed by energy (47 percent). The better regional performers
were Africa (32 percent), EAP, and ECA (each 29 percent). (Figure 1. 13 and Annex Table 1. 17.)

1.53 Time overruns often reflect a slow start to implementation, delays in procurement,
problems in counterpart funding, underestimation of implementation capacity, and additional

works. For example, in the Yemen Fourth Highway Project, physical completion was four years
late, due mainly to difficulties in selecting qualified consultants for technical assistance. The
Vocational Training Project in Ecuador, though satisfactorily implemented, was substantially
delayed because of unrealistic implementation schedules, underestimation of institutional
capacity, and counterpart funding problems.

1.54 Time underruns usually reflect conservative appraisals, but may also be due to

curtailment (or outright abandonment) ofproject objectives. For example, the Rwanda Urban

Institution Sectoral Development Project fell victim to its complexity; 95 percent of the project
was canceled three years before the anticipated closing date. This was a very demanding project
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for a country short of financial resources, skilled personnel, and urban institutions. It had 17
effectiveness conditions, 21 disbursement categories, and 14 disbursement conditions.

1.55 Cost estimates are improving. Continuing the recent pattern for cost underruns, this
year's cohort achieved an average underrun of 4 percent compared with an underrun of 8 percent
last year, and 7 percent over the last 21 years. Africa was the only region where operations cost
more than expected (overruns were at 16 percent). The other regions had cost underruns of
between 10 and 15 percent. (Annex Table 1.17.)

Figure 1.11: Variance of Re-estimated Rates of Return
by year ofapproval, 1969-85
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Figure 1.12: Re-estimated Rates of Return
by sector and approval year groups
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Figure 1.13: Time Overruns and Outcome, 1994 Cohort
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1.56 Reasons for cost underruns. In many cases, cost underruns were due to devaluations,
resulting in savings. But some reflect cancellation decisions. Others reflect the impact of
government budgetary constraints and the increasingly frequent mid-term reassessment of
project costs. Project cost underruns are often accompanied by counterpart funding problems.
For example, Morocco's Oulmes-Rommani Agricultural Development Project was implemented
at a time of severe budget difficulties; lack of counterpart funds forced a reduction of project
activities that resulted in cost "savings."

1.57 Reasons for cost overruns. Cost overruns often result from delays or design
underestimation. Implementation of Colombia's Second Bogota Water Supply Project was first
delayed by slow progress by the initial contractor. Then rebidding for the completion of the
works caused considerable delays and substantial cost overruns.

1.58 Operations that kept close to their original cost estimates performed better than those

with large cost overruns or underruns (Figure 1.14).

C. Lessons from Outstanding Operations

1.59 Of the 354 operations evaluated in 1994, OED assessed 18 as outstanding, either on the
basis of performance audits or on the basis of reviews of completion reports (Annex Table

2
1.18). Implemented between 1980 and 1995, half the operations were in Latin America and the
Caribbean, and all but one were investment operations. Together they accounted for $2 billion of
lending commitments. In size, they spanned the gamut from a $2 million pilot project in Albania
to a $500 million industrial adjustment loan to Mexico. Four of the 18 operations were urban;
three were in energy (all for petroleum development in China) and three in transport (all for
roads in Chile). Chile and China each had four of the outstanding operations.

2 OED evaluators designate operations as outstanding if they exceed their major goals, have highly innovative designs,
and may be replicable to other countries or sectors.
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Figure 1.14: Cost Over- or Underruns and Outcome, 1994
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1.60 The operations shared some distinctive features:

a They originated with borrowers, with the Bank seen either as an objective catalyst for
change, or as providing the necessary technical knowledge.

a Their designs were relatively simple.

0 The Bank supervised them closely.

0 They were implemented pragmatically and flexibly.

0 In several, though by no means all, the Bank was able to build on long-standing
relationships and knowledge of how things worked "on the ground," resulting from
prior operations and/or extensive economic and sector work (ESW).

Urban development and reconstruction

1.61 Jordan's Amman Transport and Municipal Development Project (approved 1983,
closed 1993) improved the transport infrastructure in Amman and reduced traffic problems.
The project's solid waste collection and disposal system could provide a model for other
countries in the region. The high degree of ownership and commitment by the municipal
authority, MOGA, was instrumental to success. Successful collection of user charges for the
solid waste system, which were included in the monthly electricity bill, prompted MOGA to
explore options for privatizing the waste collection system. Evaluators drew the following
lessons from the project:

M Avoid complex projects with too many integrated components when the implementing
agency has limited executing capacity. Ensure that project objectives have the full
support of the borrower and its implementing agency.
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m Significant design changes during implementation should be subject to rigorous
economic justification.

* Assess, as part of the appraisal process, the need to organize a project launch workshop
to familiarize implementing agency staff with Bank procurement and disbursement
procedures and how these procedures accord with national ones.

0 Ensure supervision missions have an adequate skill mix.

1.62 Two earthquake reconstruction projects. The North China Earthquake Reconstruction
Project and the Popayan Earthquake Reconstruction Project in Colombia were typical of the
Bank's approach to disaster reconstruction in that they supported measures to reduce the risk
of future disasters and safeguard people most vulnerable to them. Both projects significantly
helped the affected areas' economic recovery and the rehabilitation of living conditions.

1.63 In China, the implementation capacity proved extraordinarily effective. Systematic
participatory planning techniques and diligent project management by the local governments,
as well as the (approved) use of windfall savings from foreign exchange realignments, meant
that local resources were effectively mobilized so that physical accomplishments exceeded
appraisal expectations.

1.64 Experience in both projects emphasizes the importance of developing public
understanding about disaster mitigation. Within 60 days of the Popayan earthquake, a new
building code had been imposed and a public education program had begun. The building code
has been enforceable because it is widely understood. Publications and courses were
developed, aimed at constituencies ranging from the man-in-the-street to the masons and
engineers.

Energy: Oil and Gas Development in China

1.65 Between 1982 and 1986 the Bank made loans to help Chinese enterprises modernize
their exploration and production of oil and natural gas. A 1994 performance audit found the
Daqing Oilfield/Gaotaizi Reservoir Development Project, Zhongyuan/Wenliu Petroleum
Project, and Karamay Petroleum Project particularly successful. Their goals of introducing
modem technology, training staff in its use, and using the new technology to improve oilfield
productivity and safety were successfully met.

1.66 Technical assistance and training. One of the Daqing project's most effective
components was technical assistance and staff training. The techniques used are likely to be
replicable in other countries with large, but technically outdated, petroleum industries. They
included:

* Permanent training institutions for engineers and skilled workers within each oilfield
region. A core of instructors were trained abroad in the use of curricula and methods
for teaching advanced oilfield operation techniques and practices.

* A national program for petroleum-related education. The scope and content of the
courses taught were expanded, and overseas training programs for their staff were
established.
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m Training, in China and abroad, provided by the suppliers of modem and sophisticated
equipment purchased under the project. This training was explicitly specified in the
bidding documents for equipment.

a Interaction between implementing agency staff and consultants, both in China and at
the consultant's headquarters, on studies, particularly those related to reservoir
analysis, oilfield operations, and safety practices.

a Consultants' assistance, at the oilfields, with the initial implementation of the
recommendations from their studies, particularly in the areas of drilling and oilfield
practices and safety standards.

1.67 Help on procurement procedures. The operations also highlight the difficulties and
delays encountered when the Bank starts operations in a country that has limited experience
with foreign suppliers and is unfamiliar with the Bank's procurement procedures. Training
programs for Bank procurement and loan disbursement practices should be part of any project
with a new borrower or new executing agency. This is particularly important when the country
itself has only recently joined the Bank, and is unfamiliar with international bidding and Bank
procedures. A special procurement seminar, for staff from all the agencies involved in the
procurement process, can significantly help to foster the teamwork needed for efficient project
implementation.

Adjustment: Industry in Mexico

1.68 This $500 million operation, prepared in 1988, was part of a package of three
adjustment operations designed to support the Mexican debt restructuring program. It provided
for sweeping liberalization of foreign ownership, investment procedures, and deregulation, and
opened up the trucking industry to competition, benefiting consumers. Many measures taken
were in advance of agreed schedules and exceeded their targets.

1.69 Three features stand out:

a The program was run by a centralized, well-managed unit with direct access to the

president's office.

a It initially relied on administrative solutions and presidential decrees.

N The program was helped by the widespread recognition of the need for fundamental
economic reform, private sector confidence in the government's commitment and
ability to implement reform, and the orderly sequencing of reforms.

Albania: Rural Poverty Alleviation Pilot Project

1.70 A pilot project in Albania, closed in 1995, used Bank assistance to build on activities
financed by a French nongovernmental organization (NGO) and the United Nations
Development Programme, to test participatory approaches to alleviating rural poverty. The
project's bottom-up methods worked well. It established a rural development fund and
successfully tested the modus operandi for rural works and village credit systems. Importantly,
it found that rural works had less effect on employment and income for the poor than expected.
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Reasons included a renaissance of agriculture, with expansion in farm employment and
incomes, during project implementation; the need for technical skills not easily found among
the poorest peasants; and the finding that members of the poorest families lack time either for
extra farm work or for wage employment outside farming. The successful village credit
component was designed to fit the sociocultural features of typical mountain Albanian
villages; the repayment rate, independently verified, is excellent. A follow-on project is being
appraised.
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2. The Determinants of Portfolio Performance

A. Introduction

2.1 What should be the focus of Bank attention in the project cycle to bring about a
satisfactory portfolio performance? How effective are the Bank-controlled processes to mitigate
the risks inherent in a country's economic and socio-political environment and the borrower's
behavior?

2.2 This year's analysis builds on earlier attempts, particularly the 1992 and 1993 Annual
Reviews. To some extent, it constitutes an update of these exercises, but the use of more rigorous
quantitative techniques allows a somewhat more complete and nuanced assessment. The
analytical approach has three prongs:

(1) Econometric analysis of the universe of projects evaluated during CY1991-94, with
individual projects as the unit of analysis.' Annual averages were computed for

The analysis uses the OED Annual Review Database for project or portfolio related variables; the IMF International
Financial Statistics Yearbook, the World Debt Tables, the Bank Economic and Social Database, and the World Bank
Development Economics (DEC) Database for global and country economic variables; and the World Handbook of
Political and Social Indicators and others for the governance variables.

In addition to variables for loan amount and the regional and sectoral origin of an operation, the OED database
furnished variables for project outcome, sustainability, institutional development, the quality of project identification,
preparation, appraisal, implementation, and supervision, the degree of compliance with loan covenants and
conditionality, and the degree of borrower commitment to project objectives. The criteria used in arriving at these
ratings are discussed in Assessing Development Effectiveness: Evaluation in the World Bank and the International
Finance Corporation, World Bank, May 1994. For the Bank-borrower dialogue, proxy variables included the number
of Bank economic and sector reports annually, the presence or absence of a Bank resident mission, and the degree of
government commitment.

Global economic factors were represented by the real LIBOR (London interbank offered) interest rate; the weighted
average economic growth rate of the G7 countries, and changes in nonoil developing country terms of trade. Country
economic variables tested included domestic inflation, the black market exchange rate premium, the ratio of public
debt to GDP, the size of the fiscal deficit relative to GDP, the rate of GDP per capita growth, the level of country GDP
per capita, and the real domestic interest rate.

Social/political indices representing bureaucratic delay, respect for basic human rights, political stability, the freedom
to organize, the degree of democratic practices, the availability of civil liberties, and the degree of corruption were
tested. The data for these variables were drawn from the World Handbook of Political and Social Indicators, Jodice
and Taylor, Vols. I and 2, 1983; Freedom in the World: Political Rights and Civil Liberties, R. Gastil, various years;
World Human Rights Guide, C. Humana, 1986; "Measuring Polyarchy," Coppedge and Reineke, Studies in
Comparative International Development (Spring) 25, 1: 51-72; and "Governance and the Returns to Investment: An
Empirical Investigation," Isham, Kaufmann, and Pritchett, World Bank Policy Paper, publication pending. The Gastil
index has been updated and extended to 165 countries for the period of 1972-94. It uses a seven-point scale to weight a
14-item checklist for civil liberties.

In searching for a time period relevant to project and portfolio performance, a core period starting two years prior to
approval of the first evaluated loan in the portfolio and ending three years after the completion of the last evaluated
operation was chosen. The decision to include two years before approval was based on the premise that quality at entry
is irrevocably set during this period, and, theoretically, could be shaped significantly by non-Bank variables, such as
the country's macroeconomic and political stability, external shocks, and so on. For example, the quality of the
macropolicy environment (proxied by inflation and growth) during project preparation and appraisal might alter
decisions about the project's size, the conditionality, the focus on particular sectors, and so on, of, say, an adjustment
operation. Appropriate or inappropriate assessments of a country's political, social, and economic environment during
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individual projects starting from two years before approval and up to three years after
approval.

(2) Econometric analysis of entire country portfolios, using the same sources of information
as project-based analysis and covering the same periods. 2

(3) Complementary assessment of individual project experience and-more important and
novel-country-specific analysis ranking countries by portfolio performance,
macroeconomic performance, Bank performance, and borrower performance. This
approach is used to identify outliers at both ends of the spectrum so as to provide
additional, anecdotal evidence to illustrate the findings of the econometric analyses.

B. Key Findings

Outcomes

2.3 At the individual project level:

a The variables that determine project outcome in a statistically significant way are: Bank
appraisal and supervision; borrower implementation and compliance with loan
covenants; and-negatively-macroeconomic instability as well as governance.

N Borrower implementation and compliance with loan covenants are the strongest
determinants. They are significantly and positively related to satisfactory project
outcomes.

N Bank performance greatly matters in determining whether a project achieves its major
development goals. Quality at entry through sound appraisal as well as strong
supervision are key factors.

* Macroeconomic instability (proxied by domestic inflation) and bad governance (as
measured by indices for political instability and corruption), were the two country
factors with a statistically significant adverse effect on project performance.

the early stages of project preparation obviously affect outcomes, sustainability, and institutional impact. The three
years following completion are frequently determinative of the success of implementation. OED time series indicate
that outcome ratings tend to stabilize soon after this period.
2 The background papers for this chapter are: "Risk Management: An Econometric Investigation of Project-level
Factors," August 1995; and "Country Econometric Analysis," August 1995. The first paper reports the findings of a
project-level econometric investigation of the determinants of project performance using data from project completion
reports and performance audit reports prepared between 1991 and 1994. "Probit analysis" is used to identify the link
between performance ratings and a collection of other variables measuring project characteristics, the quality of Bank
processes, and the macroeconomic and social-political environment. Three measures are examined: the development
outcome rating, the sustainability rating, and the institutional development rating. In the second paper, the country,
rather than the project, is the unit of analysis. The 61 countries selected had at least seven projects evaluated during
CY1991-94, so that the project sample used was a subset of the database employed in the project-based study. The
model employs "quantile regression," which allows a differentiation among countries according to the level of
portfolio performance. The model included proxies for the macroeconomic policy climate, external shocks, civil
liberties, bank economic and sector studies, the borrower-Bank policy dialogue, and evaluators' ratings of Bank
processes.
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m The deleterious effects of macroeconomic instability on individual project outcomes can
be significantly mitigated by strong Bank appraisal and supervision.

* . The strong performance of the East Asia and Pacific and South Asia portfolios in
outcomes, relative to Africa, is explained largely by superior borrower and Bank
performance, and-to a lesser extent-by better macroeconomic performance.

2.4 At the level of country portfolios:

0 When determinants are analyzed, not project-by-project, but country-by-country, all of
the project-level determinants are re-affirmed, but the influence of a country's
macroeconomic climate on the whole country project portfolio, as compared to an
individual project, becomes much more important. In addition to the negative effects of
high domestic inflation noted above, the rate ofper capita GDP growth was found to
exert the most powerful positive impact on average outcomes at the portfolio level. The
impact of growth on portfolio performance is particularly strong in countries whose
portfolios performed poorly in the past.

E The intensity of Bank-country dialogue (as proxied by the number of ESW reports) also
had some influence on portfolio performance.

Sustainabiity

2.5 At the individual project level:

N The variables that determine project sustainability in a statistically significant way are:
Bank supervision (to a lesser degree appraisal), borrower's compliance with loan
covenants, management of implementation agency, GDP per capita growth, governance,
and the loan amount.

* The quality of management of the project implementation agency is the single most
important determinant of project sustainability. Borrowers' compliance with loan
covenants is also a powerful factor. Supervision remains the only statistically significant
Bank-related determinant of project sustainability after borrower behavior is accounted
for. In other words, the chances of project sustainability increase when the borrower is in
the driver's seat; effective Bank supervision during project implementation to support
the borrowers' effort is tantamount to additional "insurance coverage."

a Governance is also an important "climatic" aspect for the chances of sustaining project
results over the longer term. So is domestic economic growth, although to a lesser
degree.

Governance was proxied by political instability and "freedom from corruption," assessed at country level.
Corruption has an economic and social dimension, and thus falls within the purview of the Bank's focus on
development, when it entails rent-seeking behavior induced by bribery or other unlawful or improper means. For a
discussion of the relevance of corruption issues to economic development, see the World Bank Report entitled
"Governance-The World Bank's Experience," Report No. R93-203, May, 1994. In particular, the document
highlights Bank support for economic reforms that (a) reduce opportunities for rent-taking by simplification of rules
and replacement of administrative with market mechanisms, and (b) strengthen institutions so that they might, in turn,
improve controls and reduce incentives for corrupt behavior (Box 10, p. 19).
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m The loan amount, although clearly of minor importance, also exerts some influence on
project sustainability-most likely because the borrower's and the Bank's attention
increase as the loan amount becomes larger and the stakes higher.

m East Asia is again the region that stands out with the best average results, while Africa
trails all other regions by a large margin.

2.6 At the level of country portfolios:

a GDP growth was found to be very important for longer-term portfolio sustainability. It
was actually found to be more important for sustainability than for the outcome during
implementation.

a Among countries where projects chronically fall short in achieving sustainability, quality
Bank supervision appears to have a greater impact than quality at entry in raising
sustainability indices.

0 The intensity of the Bank-country dialogue (as proxied by the number of Bank ESW
reports for a given country), although not a major factor, was also found to be significant
for longer-term sustainability.

Institutional Development 4

2.7 Quality at entry and supervision, as determined by both Bank and borrower behavior,
exerted powerful positive influences on institutional development, with borrower behavior being
a stronger determinant than Bank behavior.

2.8 Among the country factors, only governance5 had any significant impact on institutional
development.

2.9 Regional variations in performance, with East Asia and MNA in the lead, are almost
entirely explained by differences in the average contribution borrowers made to project
preparation.

Conclusions

2.10 Of all the independent variables, one borrower performance-had the widest impact
on individual project results. In other words, poor borrower performance will generally lead to
projects with correspondingly disappointing development results, uncertain or unlikely
sustainability, and weak institutional development.

2.11 Closely following borrower performance was how well the Bank did its job. In general,
quality Bank processing had a dominant effect on outcomes, a significant effect on sustainability,

Institutional development is captured only in the project-based analysis. There are important reporting gaps in
OED's database that made the country-specific econometric analysis impossible because of reduced sample size and
the associated loss of "degrees of freedom."

Governance is "the manner in which power is exercised in the management of a country's economic and social
resources for development." Governance and Development, World Bank, 1992, p. 58.
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and a moderate effect on the degree of institutional development. Thus, taking borrower and
Bank together, there are usually no "outside excuses" for unsatisfactory project and portfolio
results.

2.12 Global economic factors such as the interest level as measured by LIBOR (London
interbank offered rate), global growth as measured by economic growth in the G7 countries, or
terms-of-trade developments were not found to be statistically significant factors in determining
portfolio performance. However, to the extent that domestic economic performance as measured
by inflation and economic growth is influenced by these global factors, in conjunction with the
varying quality of domestic economic management across countries, these global factors tend to
exert an indirect influence.6

2.13 The following section illustrates the key findings from the project-based analysis with
specific examples drawn from recently evaluated projects. Section D, on country portfolio-
based analysis, follows a similar approach, illustrating the findings with country portfolio
cases.

C. Improving Project Performance

Borrower Performance Makes the Biggest Difference

2.14 As noted above, borrower performance,7 compliance with loan covenants, and quality of
management as well as government commitment have a large impact on project outcomes,
sustainability, and institutional development.

2.15 The Chile Highway Reconstruction I, II, and Road Sector Projects exemplify the
importance of government commitment for achieving successful outcomes. Indeed, the
government supported the increased use of private-sector contractors in projects designed to
upgrade national, regional, secondary, and communal roads which were deteriorating at alarming
levels by the late 1970s. This deterioration had dangerously reduced the road sector's capacity to
facilitate communication and economic development. But the agency responsible for managing
roads, Vialidad, had grown in staff because of social welfare programs. These projects were
instrumental in reorienting Vialidad toward increased reliance on the private sector by mandating
extensive international or local competitive bidding for most contracts, thereby keeping

6 With multi-variate regression analysis there is often a problem of strong multi-collinearity, that is, the existence of a
high degree of correlation among two or more independent variables. If multi-collinearity is strong, the respective
independent variables may jointly be found statistically insignificant and have high standard errors. At the same time,
taken together, the independent variables in question would still improve the overall explanatory power of the equation
as reflected in the R2. One would imagine that multi-collinearity might be strong between variables related to the
international environment and those reflecting domestic economic performance and-even more so-among variables
measuring Bank and borrower process performance. The problem exists to varying degrees in the different equations
tested. Measures were taken to minimize the problem. For example, identification, preparation, and appraisal were
collapsed into one variabl"uality at entry--or appraisal was factored in as the only variable. Nevertheless, there is
need for further evaluation research in this connection.

7 Borrower performance during preparation and implementation is evaluated in terms of the policy environment
created for Bank projects, the level of government commitment to project objectives, the provision and reliability of
domestic funds for the operation, the administrative procedures, and the quality of decisionmaking.

The last two factors were not highlighted above, as they are-statistically speaking-significant only at the 90
percent confidence level, while the other variables are significant at the 95 percent confidence level.
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government employment in check while infusing government business with private sector
expertise and efficiency. The projects were completed within original schedules and within or
below financial budgets, except for additions necessitated by floods, earthquakes, and changes in
public sector finance. Moreover, the quality of the work was high, and routine and periodic
maintenance exceeded quantitative targets. The projects are considered outstanding examples for
other countries to follow (see Chapter 1, Section C).

2.11 The Honduras First and Second Social Investment Fund Projects offer instructive lessons
for strong implementing agency management and sustainability of benefits. These projects were
designed to mitigate the social costs of an economic stabilization and adjustment program, lay
the basis for a targeted food assistance program, and improve social service delivery. Most of the
funding was channeled through the Fondo Hondureflo de Inversi6n Social (FHIS), a semi-
independent agency established in 1990 with more freedom than traditional line ministries in the
areas of procurement, contracting, and hiring of personnel. FHIS got off to a rapid start,
eventually approving more than 5,500 projects, with 4,500 completed by 1993. The most
promising of these have been 56 that provided credits to NGOs and community banks to lend to
microenterprises. Thanks to careful selection of NGOs by FHIS, enforcement of detailed
procedures, technical assistance, and substantial monitoring and supervision by FHIS staff and
donors, FHIS has kept bad debts associated with these projects to under 5 percent. Overall, an
OED audit found that the benefits of the investment fund projects are likely to be sustained,
attributing this success in major part to: (1) the setting of defined and monitorable goals with
latitude in how to achieve them, and (2) the quality of FHIS staff.

Bank Performance Matters, Too

2.16 As highlighted above, quality at entry performance (as determined by the quality of
Bank identification and appraisal work) and Bank supervision have a major impact on the
likelihood that any given project would have a satisfactory and sustainable development impact.
A good example of this can be found in the Argentine Power Engineering Project. The project
objective was to assist the government with modernizing electricity distribution in the country.
At appraisal, Bank staff correctly recognized that coordination difficulties between the Federal
Energy Secretariat and the provincial utilities could jeopardize the success of the project. To deal
with this situation, the Bank requested, as a condition of effectiveness, a formal commitment
from the provincial utilities to carry out all project activities in their area of responsibility.
Largely because of this local association with the federal government, the project met all its
objectives.

2.17 The delegation of supervision responsibility to the Bank's regional mission in Abidjan
was a key ingredient in the success of the C8te d'Ivoire Agricultural Sector Adjustment Loan.
The task manager and other mission staff held weekly meetings with borrower officials. Because
of this intensive "supervision" and close collaboration, program objectives and the roles of the
implementing agencies became better understood. This learning process was particularly
important since loan conditionally had been negotiated in haste and was vague on major points.

2.18 A number of factors distinguish high-quality appraisals and supervision of projects with
satisfactory outcomes (see Figure 2.1 and Annex Table 2.1, which list all the factors that are
taken into account in assessing the appraisal quality; the numbers are based on a sample of
projects evaluated in 1993-94). Well-appraised projects with satisfactory outcomes invariably
identified economic and/or sociological risks adequately and provided for their resolution.
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Nearly all technical, financial, and institutional project risks were likewise anticipated. Coverage
of relevant commercial and environmental risks, although high, showed some shortcomings.
Sound appraisals were handled by highly qualified staff, effectively incorporated the lessons of
past experience with the sector and the borrower, and secured government commitment to the
project's objectives. However, even well-appraised projects occasionally included
implementation plans that were less than adequate to achieve project objectives (Figure 2.2).

Figure 2.1: Quality of Appraisal by Major Areas of Analysis:
Projects with Satisfactory Outcome, Likely Sustainability and
Substantial ID Impact
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Source: Annex Table 2.1.

Figure 2.2: Factors Affecting Appraisal Quality, Projects with
Satisfactory Outcome, Likely Sustainability and Substantial ID
Impact
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Figure 2.3: Performance of Supervision by Major Areas of
Attention: Projects with Satisfactory Outcomes, Likely
Sustainability and Substantial ID Impact
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Figure 2.4: Factors Affecting Supervision Quality, Projects with
Satisfactory Outcomes, Likely Sustainability and Substantial ID
Impact
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2.19 For supervision (Figures 2.3 and 2.4 and Annex Table 2.2), evaluators found that
providing the borrower with sound advice was the most important characteristic, followed by
skill in modifying the project scope and design as appropriate to address implementation
difficulties, and clarity and frankness in reporting on project implementation. In general, well-
supervised projects also benefited from adequate numbers of high-quality supervision staff, and
good performance by consultants.
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Box 2.1: Quality Bank Processing Overcomes Unfavorable Macroeconomic Environment:
Examples from Brazil

Two Brazilian projects illustrate how strong supervision can mitigate the impact of an
unstable economy. The Brazil Science and Technology Project sought to strengthen research
capacity in specific scientific and technological areas deemed important to economic growth in
Brazil. The strategy for achieving the overall performance objective involved providing funds to
ten program areas, such as mineral technology and biotechnology. During the life of the project
(1985-91), Brazil underwent extraordinary governmental and financial instability and experienced
high turnover of its science policy officials. Severe constraints on public resources brought the
release of committed funds to a halt at several points. The rate of inflation remained higher than 25
percent per month throughout most of project implementation. Long delays in disbursement of
funds for awarded grants caused delays in receiving crucial research equipment and great
dislocation of academic plans during the early years of the project. Significant amounts were
wasted because there were no mechanisms to protect project funds from inflationary erosion.
Halfway through project implementation, the Ministry of Science and Technology (MCT) diverted
8 percent of project resources to finance "emergency" projects. However, a strongly negative Bank
reaction helped to stop this diversion of funds from project objectives.

Despite the complexity of the project design, and the sometimes chaotic context in which
it was implemented, the project did achieve significant gains. Laboratories were substantially
refurbished, raising their productivity significantly; students, teachers, and technicians received
support for technical training and university study; a new law greatly facilitated imports of
scientific equipment; and advisory groups learned how to deal with conflict-of-interest problems
endemic to relatively small scientific communities.

How was this accomplished, despite the often-chaotic conditions in which the project was
implemented? It helped that project objectives were sound and shared by the relevant Brazilian
communities; Bank and local program staff dealt skillfully with the nondisbursement of
counterpart funds and the frequent delays in receiving import licenses; and effective oversight by
an independent, international panel of distinguished experts gave the program legitimacy and
generated pressure to solve problems.

The second example, the Brazil Credit and Marketing Reform Project, illustrates the
"preventive powers" of high quality appraisal. This project was implemented against a background
of acute macroeconomic and financial instability. It achieved a satisfactory outcome in terms of
both substantive policy change and sectoral policy stability. Despite the general turmoil,
government controls over agricultural marketing and pricing were dismantled, contributing to the
recent expansion of output and exports. Although lack of macroeconomic stabilization made
implementation difficult, it did not derail the program. The quality of the Bank's preparation and
appraisal work played a significant role. Eight appraisal missions were mounted by the Bank to
assess the risks and fine-tune the action plan. On the borrower's side the project was prepared by a
team close to the Minister of Planning and based on broad consensus among all interested public
and private sector parties. The loan addressed important distortions in the sector, that is, price
controls and subsidies, which were a large burden on the budget. Moreover, the policy reforms
were nonthreatening, improving the welfare of producers, traders, and consumers.
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Impact of Macroeconomic Instability

2.20 Of the four macroeconomic variables tested, domestic inflation proved to be the most
significant (as a proxy for macroeconomic instability) in the outcome equation. Although its
impact was much weaker than that of borrower and Bank process variables, macroeconomic
instability does affect project performance negatively.

2.21 The Brazil Second Rural Development Project (Bahia II) offers insights into how even a
well-prepared project can be undermined by instability. The project was to improve
socioeconomic conditions of about 45,000 small farmers, and increase agricultural production by
introducing drought-resistant technology and area expansion. Project activities were underway in
early 1983 when a stabilization program called for substantial budget cuts at the federal level.
Bahia II suffered throughout implementation from deep cuts in counterpart funding and erratic
releases of funds. By project closure, the Bank had disbursed only 24 percent of the approved
loan amount.

2.22 The encouraging news is that quality Bank appraisal and supervision can reduce the risks
posed by macroeconomic and political instability to project success (see Box 2.1). While these
Bank interventions may be effective at the level of individual projects, one has to ask the
question whether they can be replicated for large numbers of projects within a country portfolio
and are the most cost-effective way of dealing with the risks associated with instability. This is
further discussed in the country-based analytical context in Section E below.

Impact of Governance

2.23 In addition to borrower and Bank behavior, the individual project-based econometric
analysis identifies "freedom from corruption" (as a proxy for governance) as a statistically
significant determinant of project sustainability. On average, project performance tends to be less
satisfactory in countries where the implementation environment is negatively affected by
corruption. Thus, the outcome of various projects such as the Sixth Highway Project in Haiti or
the Gas Technical Assistance Project in Nigeria was severely hampered by lack of transparency,
spurious accounting practices, and noncompliance with Bank procurement rules.

D. Improving Country Performance

The Framework

2.24 The country portfolio-based econometric analysis brings the importance of overall
country economic performance, particularly inflation and per capita GDP growth (as proxies for
efficient resource allocation and a generally healthy economic policy environment that is
conducive to greater welfare and reduced poverty), into sharper focus-in addition to all the
determinants of project performance that were identified through project-based econometric
analysis. Borrower and Bank process performance, however, are found to be powerful

Different aspects of governance were also factored into the portfolio-based econometric analysis. In most model
estimates, these factors were not picked up as statistically significant since the country sample size reduced the degrees
of freedom and thus imposed analytical limitations. The impact of governance on country and portfolio performance
deserves further analysis. Important work is currently under way in the Bank's vice presidential unit for
Environmentally Sustainable Development in connection with estimates of countries' social capital.
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determinants of good portfolio performance, with some importance also attributed to the quality
of Bank-borrower dialogue (as proxied by the number of ESW reports and field representation of
the Bank).' 0

2.25 The fact that country economic performance (reflecting good policies and satisfactory
outcome in terms of inflation and per capita GDP growth) matters more in explaining portfolio
performance as opposed to individual project performance can be largely interpreted as a "large-
scale effect." This finding is consistent with the endogenous growth literature, which suggests
that economic policies matter in addition to the growth effects derived from investment in
physical or human capital. If the analysis were to cover not only Bank-supported projects but
countries' entire development effort, irrespective of the source of external financing, this effect
would be expected to become even more prominent.

2.26 This section will illustrate through selected country case experiences how the country
economic environment influences portfolio performance and what difference borrower and Bank
process performance is likely to make. The "standard expectation," that is, good (bad) country
economic performance being conducive to good (bad) portfolio performance, is represented in
the NW and SE corners of a three-by-three matrix representing the quality of the country's
macroeconomic environment and of portfolio performance. On the other hand, good portfolio
performance resulting from extraordinary efforts by the borrower and/or the Bank against the
odds of a poor country economic environment can be found in the SW corner, and the case of
portfolio neglect by the borrower and/or the Bank is found in the NE corner (see Figure 2.5).

2.27 To identify the "outliers" most representative of the different matrix entries, all countries
in the country analytical sample were ranked by the combined ratings on portfolio performance
(outcome, sustainability, and institutional development), macroeconomic performance (inflation
and per capita GDP growth) as well as on the statistically significant aspects of Bank and
borrower process performance (such as appraisal, supervision, implementation, management of
implementation agency, and so on.) The best and the worst performers on the different
performance tallies were then identified, from which a few are chosen for anecdotal illustration
in the text. The selection of country cases is shown in Figure 2.5.

2.28 The ranking exercise was also used to cross-check the relative strength of the key
independent variables in determining portfolio performance. The rank correlations are basically
in line with the results of the economic analyses, that is, they are highest for macroeconomic
performance,"1 followed by borrower and Bank process performance. This underscores the
validity of the hypotheses reflected in Figure 2.5.

0 It would be worthwhile repeating the portfolio-based econometric analysis in a few years time as OED's database
expands with new entries from implementation completion and performance audit reports and makes it likely that some
of the findings would be more robust.
I In this case, macroeconomic performance was measured by GDP per capita growth alone, which is the overriding
determinant for longer-term sustainability. If inflation is also taken into account, macroeconomic performance does not
come out as the strongest determinant of portfolio performance. This reflects a major distortion in the country data
related to the African countries belonging to the CFA franc zone: these countries have been doing relatively well on
inflation but very poorly on growth as a result of the fixed parity with the French franc. Once this anomaly is
eliminated by considering growth alone, the results conform more closely to the expectation derived from the
econometric analyses.
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Good vs. Bad Portfolio Performers

2.29 The econometric analyses highlighted country macroeconomic performance as an
important determinant of project and portfolio performance. A quick cross-check of the sample
of 1,339 projects evaluated during 1991-94 confirms this finding: while overall the outcome of
37 percent of projects was rated unsatisfactory, this ratio was 56 percent in the ten countries with
the worst macroeconomic performance and 60 percent in countries in nonaccrual status and/or
suffering from civil conflict.12 This also tends to be corroborated at the sector level: for example,
31 percent of all population, health, and nutrition projects evaluated during 1991-94 had
unsatisfactory outcomes; by contrast, this ratio was 75 percent for the worst macroeconomic
performers. Similarly, this correlation is also found in the current Bank portfolio as monitored
through the ARPP process: the likely achievement of projects' development objectives is rated
unsatisfactory for 11.5 percent of all projects in the FY95 IBRD and IDA portfolio (9.5 percent
for IBRD; 13.4 percent for IDA and blend). For the ten worst economic performers among IDA
blend countries, this ratio is 29.2 percent, and for the countries in nonaccrual status and/or
suffering from civil conflict it is 47.6 percent. The correlation is also confirmed at the level of
projects with a poverty reduction content: overall, 11.9 percent are rated unsatisfactory; in the
ten countries with the worst economic performance, the ratio is 16.1 percent.

2.30 The country portfolio-based econometric analysis uses "quantile regression," which-in
addition to the general findings that hold for the entire sample of countries-allows
differentiation among country groups according to the level of portfolio performance. As one
might expect, not all determinants of portfolio performance are equally important across the
spectrum of countries. GDP per capita growth is much more important for portfolio
performance in countries with bad portfolio performance than it is in countries with good
performance. Similarly, GDP per capita growth is more important for portfolio sustainability in
countries with poor portfolio performance than it is in countries with good performance. This
underscores the validity of the "standard expectation" formulated above, according to which
improved portfolio performance along a line SE-NW in Figure 2.5 could be expected from
improving country economic performance, with borrower and Bank portfolio process
performance taking a backseat. By contrast, improvements in Bank process performance,
particularly higher quality at entry, have a higher payoff in terms of better portfolio
performance among countries that are already above-average portfolio performers. The findings
of this and the preceding paragraph have important implications for Bank operational priorities
(see Section F below).

2.31 In the country portfolio analysis, countries were ranked according to four major classes
of variables, three independent (macroeconomic environment, Bank performance, and borrower
performance) and one dependent (outcome, sustainability, and institutional development, or ID).
Among the 61 countries included in the sample, three countries stand out in this exercise in every
respect: China as the largest country and Mauritius as one of the smallest are the only countries
that rank among the top ten best performers in all four areas. Peru, at the other extreme, was-
during the period covered by the analysis--consistently among the bottom ten countries (see Box
2.2). Other countries like Argentina, Cameroon, Colombia, Hungary, Panama, and Zimbabwe
fall in the areas in between.

1 The countries that fall in this latter category are taken from the FY95 Annual Report on Portfolio Performance,
Table 4.
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Figure 2.5: Portfolio and country economic performance'

Portfolio performance
Country
economic Good Median Poor
performance (top 20 countries) (middle 20 countries) (bottom 20 countries)

"Standard Expectation," that Eight countries: Bangladesh, Neglect by borrowers and
is, good economic Burkina Faso, Burundi, Bank results in bad portfolio
performance is conducive to India, Morocco, Nepal, performance in spite of
good portfolio performance. Pakistan, and Papua New favorable odds of good
Highest payoff from Guinea economic performance.
additional Bank process Payoff from better borrower

Good efforts. Quality of Bank- and Bank performance could
(top 20 country dialogue also be high and quick to move
countries) matters. from NE to NW.

Eleven countries: Benin, One country: Senegalb (with
China,b Indonesia, Jordan, important qualifications)
Korea, Malaysia, Mauritius,
Portugal, Sri Lanka,
Thailand, and Tunisia

Median Four countries: Chile, Six countries: Colombia,b Ten countries: Cameroon,c
(middle 20 Ethiopia, Jamaica, and the Egypt, Mauritania, Central African Republic,
countries) Philippines Myanmar, Paraguay, and Cdte d'Ivoire, Dominican

Turkey Republic, Guinea-Bissau,
Kenya, Mali, Nigeria,
Panama, and Rwanda

"Extraordinary Efforts" by Six countries: Argentina,c "Standard Expectation," that
borrowers and Bank needed Madagascar, Mali, is, bad economic
to overcome the odds of bad Tanzania, Uganda, and performance is likely to
country economic Yugoslavia result in bad portfolio
performance and to move performance. Priority for

Poor from SE to SW. efforts to improve country
(bottom 20 environment to move from
countries) Five countries: Ecuador, SE to NE and eventually to

Ghana, Hungary,b Mexico,b NW.
and Zimbabweb

Nine countries: Brazil,
Guinea, Haiti, Panama,b
Peru,b Somalia, Sudan,
Zaire, and Zambia

a. The matrix shows the number of countries that fall into the different combinations of economic and portfolio
performance.
b. Selected as illustrations in the text.
c. Countries selected for discussion in the SE corner because of low ranking of the most critical variables include:
Argentina for low ranking on outcome; and Cameroon and Panama for low ranking on growth.
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Country-Specific Illustrations: The Significance of Rapid Growth

2.32 This part presents country illustrations along the SE-NW diagonal in Figure 2.5: China
and Mauritius as good macroeconomic and portfolio performers; Argentina, Cameroon, Panama,
and Peru as poor performers at the opposite end; and Colombia right in the middle.

2.33 Of the 37 projects implemented in China, all had a satisfactory outcome. Sustainability
of project benefits was considered likely in 34 (94 percent) of them, while 24 (61 percent) had a
substantial ID impact. By contrast, in Peru, in the opposite corner of the matrix, only three of the
18 projects (17 percent) were rated as satisfactory and of likely sustainability, while ID impact
was found to be negligible in all but two of those projects. The sharply contrasting experiences
of China and Peru highlight the importance of a sound macroeconomic environment, strong
borrower commitment, and good appraisal and supervision to portfolio quality (see Box 2.2).

2.34 Panama The Panamanian portfolio of nine projects examined for this review ranked
among the ten worst in performance. Less than half of the projects had satisfactory outcomes,
none provided sustainable benefits, and none achieved substantial institutional impact. This is in
spite of Bank performance, which was among the strongest of all the portfolios surveyed. On
average, well over nine in every ten projects were found to have satisfactory Bank processing at
all project stages.

2.35 Macroeconomic shortcomings appear to be the major determinant of poor portfolio
performance. Panama ran large fiscal deficits averaging over 6 percent of GDP. With a decline
of internal savings, large amounts were borrowed to finance rising deficits (debt/GDP ratio of
nearly 100 percent); investment was crowded out, which depressed growth (real per capita GDP
declined by over 1 percent yearly on average during the 1980s and early 1990s).

2.36 Among the investments that had to be curtailed on account of the fiscal crisis were
projects financed by the Bank. The Panama Road Rehabilitation Project is representative.
Implementation of the project was adversely affected by the allocation of insufficient counterpart
funds and lack of staff continuity. As a result of austerity measures imposed in 1985, project
investments were reduced and spread over six years, instead of the four years originally
anticipated at appraisal. Bank financing participation increased from 60 percent to 80 percent in
an attempt to offset the shortage of counterpart funds. Nevertheless, this proved insufficient to
insulate the project from the deteriorating financial situation. On November 30, 1987,
disbursements on all Bank loans to Panama were suspended due to the borrower's failure to
maintain service on outstanding indebtedness to the Bank. As a result of the prolonged
suspension, the closing date of the Road Rehabilitation loan was not extended, and $ 4.3 million
had to be canceled.

2.37 In addition to Peru and Panama, Argentina offers another example where a
macroeconomic environment that was not conducive to successful Bank operations was misread
by the Bank at the outset and could not be overcome in spite of great Bank efforts during
implementation (see Box 2.3). It is interesting to note that in the meantime significant progress
has been made in both Argentina and Peru. For the last three years, portfolio performance has
been excellent in both countries. In the Bank's 1995 Annual Report on Portfolio Performance,
neither country had any problem projects with regard to development objectives as compared to
a Bankwide average of 11.5 percent. Moreover, implementation progress has also been generally
good, with only 10 percent problem cases in Peru and 13 percent in Argentina as compared to
17.8 percent Bankwide.
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2.38 Cameroon's portfolio performance places this country among the poorest performers of
the 61 countries sampled--outstripped only by Zaire, the worst performer. Only 43 percent of
projects in the sample had a satisfactory outcome; less than a third had sustainable benefits, and
none achieved substantial institutional impact. Weak macroeconomic performance was one of
several important factors depressing portfolio performance. Real per capita GDP growth declined
by an average of 0.8 percent annually during the 1980-92 period. The transformation from a
primarily agricultural exporter prior to 1975 to an oil exporter during the late 1970s explains some
of the country's subsequent macroeconomic difficulties in the 1980s. Oil revenues brought
transitory prosperity. Central government finances recorded surpluses from 1979 to 1983 and
small deficits until 1986. But external borrowing to finance public projects led to dangerous over-
indebtedness, especially after oil prices collapsed in 1986. With declining oil revenues, public
finances changed dramatically; deficits became significant, and the debt service was a serious
burden. Consequently, local counterpart funding of projects was severely reduced, disrupting
project implementation and explaining a significant part of the poor portfolio performance.

2.39 Project completion reports also flag other shortcomings in the Cameroon portfolio of
projects. Because of inadequate design and appraisal, projects frequently had to be redesigned
after Bank approval, and results often fell well short of those projected at appraisal. In a number
of cases, there was an inaccurate assessment of the extent of the economic difficulties, including
overoptimism about the country's external prospects, and underestimation of the consequences of
declining economic prospects on fiscal revenues, which led to recurrent difficulties in project
funding. The magnitude of the governance problems was also underestimated. For example, the
growing economic and political tensions triggered by the economic crisis, with their special
ethnic and tribal dimensions, led to civil unrest and military intervention during 1991-92, which
caught the Bank by surprise. Draft legislation negotiated between the Executive Branch of the
government and the Bank frequently encountered grave difficulties in Parliament, necessitating
major and unexpected alterations. And the weak implementation capacity of public institutions-
suffering frequently from inadequate coordination with the work of other agencies, widespread
corruption, and inefficiency-was too often addressed through expatriate technical assistance,
which failed to overcome difficulties and build local capacity. The government's often weak
commitment to project objectives was also regularly glossed over. It became a major contributing
factor to the extraordinarily poor portfolio performance.

2.40 Colombia is a case in the mid-field with close to median macroeconomic performance,
above median for portfolio, and significantly above median for Bank and borrower process
performance. Colombia thus conforms to the "standard expectation" with its middle position on
the SE-NW diagonal in Figure 2.5. Within the cohort of sample countries, Colombia-during
1979-93--experienced average annual per capita GDP growth of 1.4 percent and average inflation
of 24.6 percent. This close to median environment was conducive to satisfactory portfolio
performance. However, portfolio performance was significantly enhanced by well above median
process performance by the borrower and the Bank. This result also tends to confirm the finding
from the quantile regression that borrower and Bank performance is most rewarding in countries
with historically above average portfolio performance.

2.41 Mauritius is-in addition to China-another example of good performance in the NW
corners. The experience of Mauritius further reinforces the positive correlation between portfolio
quality, and an enabling macroeconomic environment, and high quality Bank and borrower
performance. Among the 61 countries in the sample, Mauritius ranks fourth in portfolio quality.
Of the eight projects implemented during the period 1978-88, seven were rated satisfactory and of
likely sustainability. The 80 percent ID rating represents the highest of the whole country group.
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2.42 The successful macroeconomic adjustment efforts supported by the Bank's structural
adjustment loans in the 1970s contributed to Mauritius' impressive portfolio performance.
Following a period of stagnation and price instability in the late 1970s, the Mauritian economy
strongly recovered. Between 1983 and 1994, per capita GDP grew at 5.3 percent annually, and
inflation averaged just 7.3 percent. A stable macroeconomic environment and improved policy
framework helped to stimulate a strong response form the private sector. This was an important
reason for the successful implementation of some of the projects, for example, the Sugar Sector
Project.

2.43 Good appraisal and supervision by the Bank, in close collaboration with the borrower,
also made for project success by fostering ownership and commitment, and ensuring appropriate
project design and correct identification of key issues. In the Sugar Sector Project, for example,
through the involvement of both the government and the private sector in project preparation and
appraisal, the Bank helped the government establish "a constructive partnership between the
government and the private sector for sector development." Under the First Highway Project, the
Bank collaborated with the borrower in the design and supervision of all components of the
project. Such collaboration helped sensitize the government to the importance of road
maintenance for which adequate financing has been provided. Overall, in more that 70 percent of
the cases, good appraisal and effective supervision were cited as significantly affecting project
outcomes.

Country-Specific Illustrations: The Significance of Borrower and Bank Performance

2.44 The above country examples in Boxes 2.2-2.3 and the text illustrate the NW and SE
corners of the three-by-three matrix in Figure 2.5, that is, the combination of good
macroeconomic performance with good portfolio performance, and the combination of bad macro
and bad portfolio, with some variation regarding the relative strength of Bank and/or borrower
performance. The following examples illustrate the SW and NE corners of the matrix, that is, the
combination of inadequate macroeconomic performance with satisfactory portfolio results and
vice versa. Mexico, Hungary, and Zimbabwe are good illustrations for the SW corner, with poor
macroeconomic performance during the relevant period, yet satisfactory portfolio performance as
the result of good or even outstanding borrower and Bank process performance. The NE corner,
or, good macroeconomic and poor portfolio performance, is hard to illustrate with any case in the
country sample. The country that comes closest is Senegal, although one has to make an
important qualification on the macroeconomic performance.

2.45 Hungary. With all of its projects achieving satisfactory outcomes, 86 percent achieving
likely sustainability, and 64 percent achieving substantial institutional development, Bank-
supported projects in Hungary have a stellar record of performance. Yet, this is a surprising result,
given the persistent macroeconomic difficulties the country faced during the sample period (1978-
94).

2.46 The Hungarian economy performed relatively well until the mid-1970s, when it started
to run large balance of payments deficits brought about by a series of external shocks. Hungary's
response to these shocks was to defer adjustment by borrowing externally, which led to a rapid
run-up of convertible currency debt, equivalent to 41 percent of GDP, by 1978. The
macroeconomic policy environment remained largely unpropitious through the mid-1980s, and
the Hungarian policy of gradual reforms did not succeed in transforming and dynamizing the
economy.
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Box 2.2: Sharply Contrasting Portfolio Performance: China and Peru

Macroeconomic Environment

A significant factor contributing to the divergence in portfolio quality has been the sharp
contrast in the macroeconomic settings of the two countries. In China, all the projects were
implemented in an environment of fast growth and relative stability. Between 1981, when China
became a Bank member, and 1994, real per capita GDP grew at an annual rate of 8.8 percent,
while inflation was largely under control averaging just 8.6 percent. By contrast, in Peru, the
projects were undertaken in a period characterized by a deep recession, run-away inflation, and
severe distortions in the economy. During the 1981-91, real per capita GDP fell by 2.2 percent
per year, and inflation spiraled out of control, averaging about 200 percent per year. (With the
recent reform efforts, however, the situation has significantly improved in the last few years.)

The impact of the macroeconomic environment on the Bank portfolio is best illustrated
by the divergent experiences of similar projects (development finance credit projects). In Peru,
the Bank supported two industrial credit projects and a small-scale enterprise project during
1977-88. Growing macroeconomic instability and recession severely affected implementation of
those projects. Many subprojects became economically inefficient. By contrast, all similar
operations in China (three industrial credit projects and two rural credit projects) were highly
satisfactory. The Second Agricultural Credit Project provides a good example. Few of the 3,503
subprojects experienced significant problems. All main components were implemented
satisfactorily, with financial and economic rates of return substantially exceeding 12 percent.

Borrower Performance

The sharply contrasting portfolio outcomes between China and Peru reflect as much the
impact of the macroeconomic environments as borrower performance. Of particular importance
is the degree of government commitment. The seriousness that China attaches to its relationship
with the Bank ensures a high degree of commitment at all levels of government. In more than 85
percent of the projects, strong commitment by the government as well as implementing agencies
was cited by the performance audit reports as a factor positively affecting project outcomes. In
Peru, lack of such commitment is considered to have impeded project achievements. In the
above-mentioned industrial credit projects, for example, the absence of government commitment
to policy reforms and institutional improvement contributed to project failure. Government
pressure to lend at strongly negative interest rates to failing public enterprises resulted in a quick
decapitalization of the implementing agency.

Bank Performance

Bank performance in appraisal and supervision also affected portfolio outcomes
significantly. In China, appraisal and supervision were carried out satisfactorily in 87 percent and
91 percent of the projects, respectively. In most cases, appraisal reports correctly identified
potential risks, paid adequate attention to the technical and economic issues, and made a good
assessment of borrower's commitment and institutional capacity. Timely supervision enabled the
Bank to identify problems and take corrective actions.
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2.47 How then did the portfolio of Bank projects do so well? Part of the answer appears to be
found in the exceptionally strong borrower and Bank performance, both of which were ranked
among the top ten of the 61 country portfolios surveyed. Remarkably, all of Hungary's projects
were rated satisfactory on the borrower's preparation, commitment to project objectives, quality of
project implementation, and overall implementation. Similarly, all Bank processing inputs-
identification, preparation, appraisal, and supervision-in Hungary projects surveyed were rated at
least satisfactory. Another factor may have been the emphasis on physical benefits in most
projects, which experience has shown can be delivered more readily than intangibles such as policy
reform.

2.48 An example of how a project with predominantly physical components could draw upon
quality borrower and Bank efforts to override an unfavorable macroeconomic policy climate is
provided by the Hungary Petroleum Project approved in 1984. At the time of appraisal in 1983,
Hungary faced dwindling oil reserves. Stopping this decline was the main objective of the
government and the Bank in this project. And, as it turned out, development and rehabilitation of
three gas fields was the most rewarding physical component, fully achieving the expected
economic rates of return. Bank assistance was timely in supporting the government's effort to
preserve a measure of energy independence, and staff continuity on both sides contributed
importantly to the smooth implementation of the project.

2.49 Zimbabwe is another example where the Bank made a difference against the odds of a
mediocre macroeconomic environment.13 Large fiscal deficits averaging 9 percent of GDP drove
inflation upward, and rigid exchange rate policies led to severe overvaluation of the currency. The
growth policy climate in Zimbabwe suffered, with real per capita GDP declining at the rate of
nearly 1 percent per year between 1978 and 1994. Still, all six Bank projects during this period
achieved satisfactory outcomes; 95 percent were sustainable; and a remarkable 75 percent achieved
substantial institutional impact-the highest ratio among the 61 countries sampled.

2.50 Strong Bank contributions in identifying projects appropriate to Zimbabwe's development
stage of development, combined with high quality supervision of the Zimbabwe portfolio,
materially contributed to the unexpectedly favorable development impact of these projects. Take,
for instance, the case of the Zimbabwe Urban Development Project. The primary objective of the
project was to promote Zimbabwe's capacity to supply affordable housing through reform of the
housing delivery and mortgage market. This was to be achieved mainly by concentrating the low-
income housing efforts of local authorities on lots of serviced land and by introducing private
sector financing. A key constraint was that the availability of mortgage finance was curtailed by
the unfavorable macroeconomic situation. Nonetheless, the development of the original group of
sites went according to schedule and generally at or below projected costs.

2.51 Moreover, the project created a new vehicle for delivering low-income housing, forging a
link between the public and private sectors. Local governments shifted mortgage financing
responsibilities to local building societies, releasing public funds for other uses and simultaneously
reducing publicly borne fiduciary risks. The volume of funds made available by local banks for
low-income housing greatly exceeded what the public housing banks had been able to provide. The
project also proved to be sustainable, as evidenced by the good mortgage loan repayment history
maintained by project beneficiaries. This latter result was a by-product of the participatory
approach integrated into the project design.

One should note that, although neither Hungary nor Zimbabwe are among the bottom ten macroeconomic
performers, they were close enough to the bottom with ranks of 48th and 5 1st.
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Box 23: Argentina's Experience with Bank-financed Projects

The 17 recently evaluated Argentine projects examined were implemented during 1979-
93, a period during which the country experienced repeated macroeconomic and sectoral
upheavals. At the beginning of this period, Argentina had a protected, noncompetitive
manufacturing sector and a government overextended in the productive, service, and financial
sectors. Back as far as the early 1950s, the economy had experienced erratic and low real growth,
high inflation, public sector deficits, declining investment-to-GDP ratios, and episodic capital
flight. Anti-inflationary policies followed during 1978-80, relying on a fixed nominal exchange
rate as an anchor (tablita). This triggered a financial and economic collapse, massive external
indebtedness, and a severe skewing of the income distribution. Several subsequent attempts also
failed. It has been only since 1991 that a renewed effort to stabilize and restructure the economy
has achieved major gains, significantly lowering inflation, raising average rates of growth, and
opening the economy to external competition.

Over most of this 15-year period, the government failed to adopt credible fiscal measures
or curb its reliance on the inflation tax to finance the budget. Yet, throughout this period, the
Bank continued lending substantial sums to Argentina. For example, during the late 1980s, the
Bank provided new quick-disbursing assistance (Second Trade Policy Loan), even after
Argentina was no longer eligible to draw from an IMF Extended Facility Arrangement because
of its deteriorating macroeconomic situation. Bank financial sector projects could not operate
effectively in an environment of chronic inflation, weak supervision by the central bank, and
market distortions. Reluctant to delay the release of a financial package negotiated by the
government with its external creditors, the Bank agreed to disburse an agricultural sector loan
despite noncompliance with a critical loan condition requiring implementation of a federal land
tax.

To be successful, such Bank operations required government commitment, particularly in
carrying forward the complex and politically sensitive reforms supported by the sectoral
adjustment loans of recent years. However, during most of this period, support was lukewarm at
best. As a result, policies were frequently at odds with loan objectives, and policy reversals were
common. For example, the highway sector program loan encountered serious governance
problems involving problematic working relations between the federal and provincial levels of
government.

Seven of the 17 projects reviewed had deficient appraisals. The appraisals of Trade
Policy Loans I and II were criticized by evaluators for their inappropriate assessments of the
macroeconomic framework and the feasibility of trade reforms. Both adjustment programs
eventually failed, and with them went a substantial part of the trade liberalization measures that
had formed the central rationale for the two operations. The Highway Sector Project was faulted
for flaws in the design of the technology transfer component, errors in assessing the capacity of
the provinces to assume responsibility for the components, and the failure to identify the
incompatible fiscal and budgetary framework. Even the partially canceled Housing Project Loan,
which was rated satisfactory for appraisal, was singled out for not having addressed adequately
in the project design the risks it had correctly identified.
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While the quantity of Bank supervision was more than adequate, its quality left much to
be desired, particularly during a time when the deteriorating economy was corroding the capacity
of many implementing agencies. Project completion reports frequently noted that "the most
important concern of Bank supervision missions was the rate of disbursement of the existing
loan and the possibility of a follow-up project." Supervision of a loan to the State Development
Bank (BANADE) was judged inadequate because it failed to recognize in a timely fashion the
"marked institutional and financial decline of BANADE." Little attention was paid to the
problem, because the Bank was already focused on "the preparation of a follow-up operation, the
Small and Medium Industrial Credit Project."

2.52 The experience of Mexico illustrates that good appraisal and supervision and a high
degree of borrower commitment can still make some difference even in an adverse
macroeconomic environment. Out of the 38 projects implemented during 1982-93, 71 percent
achieved satisfactory results, while 62 percent had a rating for likely sustainability. All this was
achieved despite a highly volatile macroeconomic situation, with the annual inflation rate often
exceeding 100 percent. Realistic project design based on extensive country and sector work,
effective Bank supervision, and a government committed to project objectives were the primary
reasons for the reasonably good portfolio outcome. In more than 70 percent of the cases, good
supervision by the Bank and a high degree of borrower ownership contributed to project success.

2.53 The Second Trade Policy Loan (TPL) provided the best example. The TPL was a
simultaneous attempt at trade liberalization and macroeconomic stabilization, and succeeded on
both fronts. Several factors accounted for the success of the program. Good and intensive policy
dialogue sensitized the government to the structural issues and ensured a high degree of program
ownership, while detailed economic and sector work helped in designing a realistic reform
package. In designing the program, the Bank made sure that trade liberalization did not
undermine the stabilization effort by focusing on tariffication of nontariff barriers, which
constituted the most important form of trade protection prior to reform. Tariffication actually
complemented the stabilization program by contributing to an increase in fiscal revenues.
Another good example is the Housing Finance Project's provision of finances for low-cost
housing and significant policy reform, such as the elimination of limitations on interest
capitalization in a high-inflation environment. This latter actually helped to expand credit supply
significantly by bringing in commercial banks.

2.54 Senegal. As previously noted, a good macroeconomic environment is-as a rule-
positively associated with good portfolio performance. A noticeable exception to this rule is
Senegal. At first glance, it fits the characteristics of the NE corner of the matrix. Although it has
a relatively high ranking of macroeconomic performance (20), Senegal's portfolio performance
is quite poor, ranking it at 43 of the 61 countries. Closer scrutiny, however, shows that this
apparent anomaly was driven entirely by Senegal's relatively low inflation rate. During the
period 1979-93 in which the projects in the country portfolio sample were implemented, annual
inflation averaged just 5.1 percent. But low inflation reflected largely Senegal's special currency
arrangement rather than effective macroeconomic management and a robust economy. In fact,
during the entire implementation period, Senegal's economy experienced severe external
imbalance. The inability of the government to institute fundamental structural reforms led to a
sharp erosion of Senegal's international competitiveness and a decline in economic activity.
Particularly after 1982, real per capita GDP fell by an annual rate of 1 percent.
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2.55 Economic deterioration significantly affected portfolio performance, particularly
portfolio sustainability: while 70 percent of the 22 projects implemented over the period 1979-93
had a satisfactory outcome, sustainability was considered likely in just 23 percent. Economic
recession threatened the expected flow of benefits because of the negative impact on the
government's budget and, hence, its ability to provide adequate funding of operation and
maintenance, as was the case with the Fourth and Fifth Highway Projects. Lagging supply
response also led to policy reversals that derailed the government's adjustment effort, as
happened under SAL IV. Given the government's inability to adjust the exchange rate, an export
subsidy was necessary to compensate for the overvaluation of the real exchange rate. However,
as economic conditions deteriorated, the government found it increasingly difficult to make such
payments. The result was a serious erosion of Senegal's competitiveness and increase in external
imbalance. In conclusion, Senegal had a stable, yet low-growth economic environment. While
stability was certainly a positive factor, the progressive economic decline became the dominant
factor over time. Thus, Senegal may actually be closer to the SE corner than to the NE. Bank
process performance was rated low, while the borrower's performance was better. Overall, the
negative factors prevailed and led to generally poor portfolio performance.

E. Broader Issues of Bank-Country Assistance

2.56 While the foregoing paragraphs discussed the key determinants of country portfolio
performance based on the findings of econometric analyses and anecdotal evidence from country
cases, there are also broader issues that were raised in connection with the recent CODE
(Committee on Development Effectiveness) review of OED's Ghana country assistance review
and either escape the type of analysis undertaken in this chapter altogether or may not be
adequately highlighted because of data limitations. Among the broader issues illuminated by the
1994 cohort of evaluation projects are the societal dimension of Bank operations; the
institutional capacity; the international environment; the importance of nonlending work; and
last, but certainly not least, the skills mix of Bank staff.

2.57 Institutional factors certainly play a major role in determining the ultimate
developmental impact of Bank-supported interventions. They are also important for the timing of
certain actions and the time required for results to materialize. Certain factors like borrower
commitment were picked up in the econometric analysis. Most others-like interest group
dynamics in economic policy reform or involvement by beneficiaries or the civil society at large
in program/project design and implementation or the relative strength of a country's
institutions-were not fully captured; they entered the analysis in a somewhat tenuous way
through the assessment of the quality of appraisal and the underlying factors that determine
appraisal quality. These are areas that require not only great attention at the early stages of the
project cycle, but also in the ex post analysis to learn more from actual experience about their
importance and the best way of taking them into account. To address these issues, risk
management based on flexible responses to changing events is crucial. The ongoing effort to
strengthen monitoring by means of performance indicators so as to get early feedback about the
chances of a project's success is an important step in the right direction. Greater country
selectivity and discrimination in the choice of support instruments are also important.

2.58 Identification of, and adequate response to, these institutional factors is intimately linked
to the skills mix of Bank staff and their counterparts in the client countries. Often in the past, the
Bank's traditional economics focus may have been too narrow and other expertise should have
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been brought to bear in the design of projects and implementation strategies. Corrective action
by Bank management has begun through recruitment and training.

2.59 The relevance of ESW for project and program design was briefly mentioned in the
foregoing sections, even though it was picked up in only one simulation as statistically
significant. Experience with Bank-country dialogue, however, suggests that policy advice based
on rigorous analysis plays an important role in shaping the country environment, and the
orientation of individual interventions and the entire portfolio, as well as in donor coordination.
In this context, the progressive underpinning of CASs and individual projects with performance
indicators sets the stage for more thorough ESW.

2.60 The econometric analyses performed for this report did not identify global economic
factors as significant determinants of portfolio performance. At the same time, it is clear that
individual projects may be highly affected by an adverse movement in the terms of trade or other
adverse developments in international markets. It is also clear that a country's policy response to
global economic developments matters in determining the actual economic performance, which
was found to be of critical importance for overall portfolio performance. Thus, these factors are
not to be neglected and need to be taken into account in the preparation and design of a project.
Again, adequate risk analysis and flexible response to adverse developments are important for
the success of a project or an entire portfolio. Considering, for instance, the longer-term
development of commodity prices-a notoriously difficult field of economic forecasting-some
progress has been made by projecting price ranges within a certain probability. The probabilistic
forecast, in turn, lends itself as an input into stochastic risk analysis, which should be more
systematically used in economic project analysis. At the same time, it is also an area to be
captured more carefully in the design of CASs and their adaptation in response to external
developments affecting a country. This said, a lot depends on a country's policy response, for
example, a currency devaluation in response to a lasting deterioration in the terms of trade,
which could be growth enhancing and also have a positive impact on domestic prices and fiscal
revenues.

F. Implications for Bank Operational Priorities

2.61 The findings from the econometric analyses and anecdotal evidence from project and
country cases have important implications for setting the Bank's operational priorities. These
findings clearly support greater country selectivity with regard to lending operations. Of course,
it is necessary that a careful balance be struck between selectivity (motivated by realistic
prospects for success and considerations of cost-effectiveness) and legitimate service entitlement
by member countries (springing from the cooperative character of the Bank Group). Use of
nonlending services may be a cost-effective way of maintaining contact with, and contributing to
policy improvement in, countries where the economic environment is inimical to lending.

2.62 Key operational implications derived from the findings of this chapter are:

u Bank involvement in countries with poor portfolio performance and adverse policy
environments should focus on macroeconomic stabilization and growth-promoting
structural reforms. Successful and sustained improvement of the policy environment is
likely to result in significant improvement in the existing, and future portfolios-in
terms of both development impact during implementation and project and portfolio
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sustainability. This underscores the importance of Bank support for getting the economic
fundamentals right-the prime rationale for adjustment lending and a frequent objective
of Bank economic and sector work.

0 While good Bank performance at the appraisal and supervision stages is likely to make a
significant difference in outcome and sustainability, the effort has to be very strong to
overcome the odds of a poor country economic and implementation environment.
Equally, Bank involvement with projects and the portfolio process is more successful in
countries that give priority to effective portfolio performance, a good predictor of which
is the past portfolio performance record. Given that borrower performance is on average
even more important than Bank performance for good results, lagging borrower
commitment and poor management by the implementation agency considerably raise the
odds against success. Both findings suggest that the Bank should be more selective in its
lending interventions.

a The current Bank practice of maintaining minimum lending levels in countries with
adverse policy environments should be revisited in the light of this chapter's findings.

* The odds of success are poor in the absence of a cohesive strategy to address economic
fundamentals. Nonlending services directed at restoring adequate policies may be a
better option.

a Specifically, ESW-based Bank-country dialogue and aid coordination is likely to be
more cost-effective than lending in a generally adverse country environment that is
marked by poor policies and poor economic and portfolio performance. Moderate
lending for institution-capacity building may also be warranted where a government is
committed and where direct beneficiary participation is feasible.' 4

See The Contribution ofPeople 's Participation: Evidence from 121 Rural Water Supply Projects, Deepa Narayan,
Environmentally Sustainable Development Occasional Paper Series No. 1, Washington, DC: World Bank, 1995.
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3. Poverty, Environment, and Private Sector Development

A. The Thematic Content of Recently Evaluated Operations

3.1 To what degree are the Bank's three thematic objectives-poverty alleviation,
environmentally sustainable development, and private sector development-reflected in specific
components of project design? How successfully have operations met their stated thematic
objectives, and what accounts for their varying performance?

3.2 The 737 operations that OED evaluated in 1993 and 1994, through performance audits
and reviews of completion reports, were analyzed to identify best practices and lessons of
experience. As in last year's Annual Review, only those operations with components that
specifically targeted the thematic objectives were featured.' Many others may have had positive
or negative effects on poverty, the environment, or private sector development.

3.3 Of the 737 operations, 58 percent, accounting for $35 billion of commitments, had one
or more thematic components. Borrowers from low-income countries (those with GNP per capita
less than $726) accounted for roughly half the operations with thematic components (Figure 3.1).
The share of operations with thematic components varied considerably among sectors. Policy
reform operations had the highest incidence; 83 percent of these operations had thematic
components.

3.4 Overall performance ratings for operations with thematic components, at 64 percent
satisfactory, were about the same as for operations on average. These operations were somewhat
more complex and risky, and their likely sustainability was slightly higher, than for the group as
whole (67 percent, as opposed to 65 percent, of the operations rated satisfactory were considered
likely to sustain their benefits).

B. Poverty Reduction

3.5 The Bank's strategy for reducing poverty supports policies that increase the productivity
of the poor, provide better access to social services, and promote broadly based growth. The
Bank pursues this strategy through policy dialogue with governments and through lending
operations and nonlending services. Hence, although all operations financed by the Bank must be
consistent with its poverty-alleviation strategy, every operation need not have an explicit
poverty-reduction component. The appropriate mix of instruments depends on the country, its
poverty problems, and the efforts being made to address these problems.

3.6 Types of poverty-reduction interventions often supported by the Bank include:

I Thematic components were identified in operations whose objectives included enhancement or protection of the
environment, enhancement or strengthening of the private sector's role, or targeting of specific social groups
characterized by socioeconomic status (that is, poverty).
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m targeted operations intended to reach the poor in rural and urban regions, such as
agriculture and rural development, education and population, and health and nutrition
operations; and

a poverty-focused adjustment operations, which support efforts to reallocate public
expenditures to essential social services and infrastructure and to eliminate distortions
that prevent the poor from participating in growth.

Figure 3.1: Thematic Components by Country Income
Group, Operations Evaluated in 1993 and 1994

400

300

200

E 100

0
$725 or less $726-$1,395 $1,396-$2,895 $2,896-$5,055 over $5,055

GNP per capita

Total number of projects Projects with poverty
[ Projects with PSD Projects with environment

Source: Table 3.1.

Table 3.1: Thematic Components by Country Income Group, Operations Evaluated in 1993
and 1994

Total no. of Poverty PSD Environmental
GNP per capitaa operations incidences incidences incidences
$725 or less 387 74 137 106
$726-$1,395 115 36 43 30
$1,396-$2,895 113 19 35 34
$2,896-$5,055 80 24 30 18
Over $5,055 10 1 2 1
Not classified 32 3 7 7

Total 737 157 254 196
Commitments ($mill.) 52,886 10,764 21,707 13,378
a. Country income groups are taken from Operational Policy 3.10, Annex D, issued June 1995, and are measured in
constant 1994 US dollars.
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3.7 Of the operations evaluated in 1993 and 1994, most of the 157 that contained poverty-
reduction components supported efforts to increase the income levels of relatively poor
beneficiaries. They focused on improving farming practices to increase the levels and efficiency
of production; creating job opportunities; and providing access to credit, better shelter, and
enhanced social services and social safety net programs. The largest share-47 percent-of the
operations with poverty components was in countries with the lowest per capita income.

Best Practices

3.8 In agriculture, most of the operations were designed to improve the productivity and
income of the rural poor through land development and credit programs.

* A land development project in Malaysia rehabilitated smallholders' lands, which were
previously idle or low yielding, with high-yielding varieties. The beneficiaries, many of
whom live in poverty, are expected to enjoy higher farm incomes and better living
standards. The project's success can be traced to the rehabilitation of the land through
innovative group farming arrangements, which boosted farmers' confidence and
encouraged entrepreneurship, allowing for successful diversification into new crops.

* Three rural development projects in Ecuador targeted the rural poor, who had no access
to infrastructure, on-farm credit, or social services. The projects, which reached 24,000
families, are being replicated, and the cost per family is relatively low. Beneficiary
participation in the design and implementation of the project remains outstanding. A
large proportion of settlers participate in local organizations involved in productive,
social, and marketing activities. Nearly all families have clear land titles and are highly
conscious of the need to maintain project works.

. Thailand's Northern Agricultural Development Project addressed the twin concerns of
household poverty of upland smallholders and hill tribes and resource degradation
caused by poor cultivation practices. Under the project, titles and land-use certificates
were given to beneficiaries to motivate investment and conservation of suitable land.
Access to roads and social services was also improved. The project provides useful
lessons for development interventions in difficult social and biophysical environments.
Of particular note, the project used a "problem census" approach to development, which
relied on a high level of beneficiary involvement. This participatory mode of project
implementation also helped with the establishment of successful revolving funds
designed by the villagers to support their own credit needs.

3.9 In urban development, most of the satisfactory operations that achieved their poverty
alleviation objectives were designed either to provide housing and shelter to the urban poor or to
reverse decay in urban services affecting the living conditions of low-income groups. The most
successful ones also incorporated self-financing or cost-recovery provisions.

* An urban development project in Zimbabwe aimed primarily at developing Zimbabwe's
financial and institutional capacity to supply affordable low-income housing. The project
used local financial institutions to introduce new serviced-sites delivery systems for low-
income households. The project showed the viability of involving local thrift institutions
in meeting low-income households' needs and in forging a strong link between public
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and private sectors. The project was also innovative in allowing beneficiaries to decide
on how the dwellings were to be built. It showed that choosing options based on
beneficiary interests and allowing diversity makes programs more robust.

m An urban development project in Tunisia was designed to provide better shelter and
improved urban services for low-income families, redressing past inequities in housing
policy. The project supported the rehabilitation of substandard settlements, including
revitalization of an old part of the Medina of Tunis, the development of serviced lots,
and the provision of credit for on-site construction. The project improved the living
conditions of 220,000 low-income beneficiaries, three times the number planned at
appraisal. Innovative financial measures were successfully introduced to promote self-
financing of the revitalization program. This was done by selling the upgraded space at
market prices and using the net revenue to replenish a fund to allow additional
rehabilitation works to be carried out.

. An urban development program in Jordan improved conditions of low-income people in
the Amman region by providing shelter at affordable prices, encouraging urban
development in appropriate locations at lower cost than under traditional practice, and
providing for full cost recovery. There is widespread evidence of a proliferation of good-
quality shelter, with positive spill-over effects to other areas. At the root of the success
was extensive community participation and the inclusion of skills training programs to
strengthen the earning capacity of households.

* Of the three program and policy operations in the group, the first structural adjustment
loan to Hungary had specific components to mitigate the negative effects of adjustment
on the poor. It helped establish an unemployment insurance scheme to cushion the
impact of increasing unemployment after the restructuring of unprofitable enterprises
(unemployment had reached 4 percent of the labor force in mid-1991). Steps were also
taken to protect the real value of pension benefits for the poor, to improve the delivery of
health care services, and to contain health costs.

Lessons of Experience

3.10 Lessons of experience drawn from this group of poverty-alleviation efforts highlight the
importance of the following:

0 Bottom-up participatory processes that enhance beneficiaries' role in the design and
implementation of operations.

E Cooperative approaches that boost beneficiaries' confidence and encourage
entrepreneurship and innovation.

0 Regularization of land-use titles (both in agriculture and in housing projects) to
encourage beneficiaries' involvement and commitment to development efforts.

a Innovative financial measures that promote self-financing by beneficiaries.
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m Social action programs, such as safety nets and the protection of basic services, to
protect the poor from the adverse consequences of adjustment.

3.11 OED completed a comprehensive review of the impact of adjustment operations on the
poor (Box 3.1). The review showed that most countries that successfully implemented
adjustment programs also reduced poverty. These countries achieved per capita income growth.
They maintained or increased social spending on health and education. Their social security and
welfare programs either rose during the adjustment period or rebounded soon after.

Implementing the Lessons

3.12 Evidence is growing that the Bank is progressively implementing these lessons of
experience, both through its program of targeted interventions (PTI) and through poverty-
focused adjustment operations and other instruments.2

3.13 In FY94, PTI lending accounted for 25 percent of the Bank's investment lending in 63
operations; in FY95, the share rose to 32 percent in 75 operations. Most PTI operations are
intended to reach the poor in three sectors: agriculture and rural development, education, and
population, health, and nutrition. The main goals of the agriculture and rural development
operations have been to raise agricultural productivity, increase market access, and improve
basic infrastructure and social services.

3.14 Projects that reflect the lessons learned include: (1) an agricultural rehabilitation project
in Viet Nam that aims to increase rural income of poor smallholders through the provision of
rural credit and services; (2) an irrigation technical assistance project in Ecuador designed to
benefit poor farmers by giving them control of the irrigation systems; and (3) an area
development project in Tunisia designed to increase farming productivity and income through
better infrastructure and services. Similarly, in the human resources area, the Bank has provided
support to increase or improve basic health, primary education, and basic skills in projects in
Brazil, India, and Pakistan. Living conditions of the poor have been addressed through urban
development, shelter, and water and sanitation projects. The Surabaya Urban Development
Project in Indonesia, for example, targets poor households with loans to improve sanitation,
drainage, and home improvements, and helps them obtain land certificates. Social development
projects in Peru and Ecuador aim to protect the poor and vulnerable groups from the negative
impacts of adjustment through income-generation activities and retraining for the unemployed.

3.15 Out of 50 adjustment operations approved in 1994 and 1995, 62 percent include poverty
reduction components. Many of the projects with these components provide support for public
expenditure programs in basic social services. Some are designed to remove distortions that
especially affect the poor, for example, certain taxes on basic needs or labor market regulations.
Recent operations in Chad, Niger, and the Slovak Republic also support safety-net measures,
including labor-intensive public works programs, targeted child nutrition and social assistance
programs, and unemployment and social security benefits.

2 See Poverty Reduction and the World Bank: Progress in Fiscal 1994, Washington, DC: World Bank, 1995.
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Box 3.1: Structural Adjustment, Growth, and Poverty Reduction

A recent study by OED analyzes all the evaluated adjustment operations that the World
Bank supported in 1980-93-144 operations in 53 countries-and tracks what happened to
poverty and income distribution. It finds that countries that successfully implemented the
adjustment policies agreed with the Bank have achieved growth in per capita income and
reduced the proportion of their populations in poverty.

For 23 countries that borrowed for adjustment, enough poverty data are available for
reliable "before and after" comparisons. Two thirds of these countries successfully implemented
adjustment, achieved per capita income growth, and all but one reduced the percentage of their
populations living in poverty. The findings affirm that well-managed adjustment can help to
remedy social distress. This said, rates of poverty reduction varied widely. And while income
distribution improved in 60 percent of the countries that achieved growth and poverty reduction,
it remained constant or worsened in the rest. Income distribution is of concern because the more
inequitable it is, the higher the growth rate that is needed to reduce poverty.

Implications for Program Design

a Give deliberate attention to the sources of growth. Restoration and acceleration of
growth still remains a major policy objective for countries undergoing adjustment. For
the poor to benefit from growth, growth must take place in activities in which the poor
participate. The principal sectors providing employment and income for the poor
(agriculture, labor-intensive exports, rural/urban informal economy) should be supported
by appropriate policy instruments and investment programs.

* Strive for better allocated and more efficient public spending, especially social spending.
The Bank should insist on more thorough public expenditure reviews than are now the
norm, and should make greater use of public expenditure conditionality in its lending.

0 Safeguard the welfare ofpeople who stand to lose during adjustment. At the design stage
of operations, the Bank should study the likely impact on winners and losers, and advise
accordingly on food policy, social spending allocations, and safety nets to protect groups
who are vulnerable. During the early phases of adjustment, when investment normally
slows down, programs should protect the consumption levels of the poorest parts of the
population and help to sustain social services.

. Lend for adjustment where governments are committed to reforms and likely to sustain
them. The most common reason why adjustment operations failed was that the agreed
policies were only partly adopted or were soon abandoned.

N Support countries' efforts to improve data on poverty.

Note: See The Social Impact ofAdjustment, A World Bank Operations Evaluation Study, Washington, DC: World
Bank, forthcoming.
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C. Environmental Sustainability

3.16 The Bank pursues targeted programs, including specific projects, regional and global
efforts, and strategies and policies in support of environmentally sustainable development (ESD).
Three types of projects are typical:

a Pollution management and urban environment projects, which include interventions for
capacity building for environmental management, resources for onlending to enterprises
and agencies for environmental management, pollution prevention and treatment
facilities, and support for research, new technologies, and policy design.

* Natural resources and rural environmental projects, including forest management and
biodiversity conservation, pest management, soil conservation, and river basin
management.

* Environmental institutions projects, which seek to strengthen national and local
environmental management capacity and public involvement in environmental
decisionmaking.

3.17 One hundred and ninety six (27 percent) of the 737 operations, accounting for $13
billion in lending commitments, had environment-related components. Nearly three fourths of
the water and sanitation operations had environmental components; industry, agriculture, and
energy also had above-average shares of operations with such components.

Best Practices

3.18 Among the most successful ESD efforts were those that provided effluent treatment
facilities, improved forest management, undertook biodiversity conservation and research, and
aided in pest control.

a Control of industrial effluents: India's Madhya Pradesh Fertilizer Project expanded
domestic capacity, taking advantage of the newly developed Bombay High natural gas
resources. Adequate effluent treatment and discharge facilities were built in accordance
with standards in industrialized countries. The project's objectives were more than fully
met. A compulsory initial environmental assessment of the plant at the design phase was
followed by a comprehensive environmental impact assessment four years after the plant
was commissioned. The studies recommended that the project incorporate the planting of
a greenbelt of about 100,000 trees using the treated effluent, and use various other
emission controls. The environmental impact assessment concluded that the pollution
control measures were effective and that all effluents were within the prescribed
standards. Detailed disaster and emergency plans are in place and their management is
periodically reviewed. The project was awarded first prize for excellence by the Ministry
of Program Implementation. At the core of its success has been a dedicated high-quality
project team that from the start took charge of project preparation and all aspects of
project management, especially the environmental components.

a Treating urban sewage: Tunisia's Third Urban Sewerage Project rehabilitated, upgraded,
and expanded sewerage systems in some 30 secondary urban centers, including sewage
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treatment and promotion of the reuse of treated effluent for irrigation, while protecting
the environment from the discharge of untreated sewage. It also supported institutional
strengthening to improve management of the subsector. As a result of the project, new
legislation was drafted requiring pretreatment of sewage and compulsory sewer hookups
for industries. While there were some implementation delays, the project's institutional
objectives were successful, and the agency in charge (ONAS) became the top performer
in the region. The Bank and ONAS have continued efforts to promote the reuse of
treated effluent for irrigation, a delicate venture because only a limited number of crops
can benefit. A challenge remains with regard to ONAS' financial independence, with the
phasing out of government subsidies.

E Avoiding environmental contamination.: A key environmental goal of Sudan's Third
Agricultural Rehabilitation Project was to reduce environmental contamination from
chemical pesticides. The project introduced a pesticide handling system that achieved
long-lasting results. A key accomplishment was to broaden awareness of the hazard of
chemical pesticides. This component had not been fully designed at the start of the
project; its success can be attributed to active project management and intensive Bank
supervision during implementation.

E Preserving biodiversity: Malaysia's National Forestry Research and Development
Project was the first free-standing forestry research project in the Bank. Project
identification reflected growing awareness of the need for a change in the direction of
tropical forestry research with special emphasis on preserving biodiversity. The main
goal of the operation was to strengthen institutional capacity to carry out expanded
research in ecology, natural forest management, plantation forestry, timber processing,
forest economics, an-' policy. As a result of the project the national institution has
emerged as one of the leading tropical research institutions in the world.

0 Pest control Responding to the threat of a new cycle of locust invasions in the Maghreb,
the Bank provided urgent assistance to support Algeria's national locust control
program. As part of this effort, it also supported the reinforcement of comprehensive
surveillance and warning systems. Though the invasion was smaller than expected-due
to ecological and meteorological factors, as well as successful locust control efforts-the
project achieved its main goal: ensuring that Algeria would have the institutional
capacity and means to control any impending locust invasion and the ability to predict
locust activity and thereby facilitate future control programs. The speed with which the
Bank responded shows that support of this nature can be mobilized quickly.

Lessons of Experience

3.19 Experience points to the following lessons:

N Environmental assessments and action plans must precede, and be reflected in, project

design. This has been the Bank's policy since 1989.

a Environmental impact assessments should continue to be done after projects are
commissioned.
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m Building institutional capacity in environmental management can be the most important
long-term Bank contribution.

N Where capacity building in environmental management has been successfully achieved,
the institutional experience acquired should be disseminated to help others in the country
or region facing environmental problems.

N Sensitizing target populations to environmental hazards can have long-lasting beneficial
results.

N Enhancing preparedness to address environmental emergencies, such as pests or
unhealthy emissions, requires early preparation and often rapid response with financial
and technical support.

Implementing the Lessons

3.20 At the end of FY95, the Bank's portfolio of environmental operations contained 137
operations in 61 countries, for a total commitment of $10 billion. Of these, 55 address pollution
management and urban environment problems, 62 address rural environment and natural
resources problems, and 20 focus on strengthening environmental institutions. Since the Rio
summit, the Bank's entire portfolio is being adjusted in response to concerns about the
environment and to incorporate new knowledge.

3.21 A major lesson of experience being heeded is that all Bank-financed projects must be
screened for their potential environmental impacts. Environmental assessments are rooted in the
Bank's business activity; they influence project design and investment alternatives, involve
heightened public consultation, and include built-in monitoring and management plans to
mitigate unavoidable, negative environmental impacts.

3.22 In response to lessons of experience, the Bank's approach to projects addressing
pollution and the urban environment has changed significantly over time. In the area of industrial
pollution, the Bank's assistance has shifted from pollution control to pollution prevention
through technical assistance for industrial policy formulation and the promotion of cleaner
industrial technologies. Recently financed projects reflect this approach. A project covering
effluent treatment plants in India includes adopting a policy of pollution prevention, waste
minimization, and private sector incentives. In Russia, a recently approved emergency loan to
contain an oil spill involved extensive local participation. The portfolio of urban environmental
management projects is focusing increasingly on domestic sewage treatment and disposal and
solid waste management. Recently approved projects in Korea, Lebanon, and the Baltic reflect
the new orientations.

3.23 Forestry sector projects predominated among natural resource management projects
financed in 1994 and 1995. A typical approach is reflected in the Madhya Pradesh Forestry
Project, which aims to improve the state forestry agency's planning, implementing, and
monitoring capacity; to adopt participatory processes, taking into account the interests of
indigenous peoples and other disadvantaged groups; to increase forest cover and productivity;
and to improve forest management and biodiversity conservation. In addition to forestry
operations, recent projects were approved for pest management, drainage, and watershed
rehabilitation.



58

3.24 Strengthening public sector institutions responsible for the environment in borrowing
countries has been another Bank priority. Many Bank-financed projects in support of this goal
aim to produce national environmental action plans, and include the financing of studies,
technical assistance, and training.

D. Private Sector Development

3.25 The Bank supports private sector development (PSD) by promoting efforts to improve
the business environment; promoting public enterprise reform and privatization in cases where
the private sector would clearly use the resources more efficiently; promoting private
participation in infrastructure; and assisting with financial sector reform. More broadly,
satisfactory adjustment operations contribute to private sector development by helping to create
an enabling and competitive business environment for the private sector.

3.26 Of the 737 operations reviewed, 254 (34 percent) had PSD components, which absorbed
$22 billion of lending commitments. PSD components featured in all sectors, but they were
much more common in agriculture, finance, and program and policy operations than in the
utilities sectors. Most of them supported sector or structural adjustment, rural and industrial
credit and finance, and export development. They were especially important in program and
policy operations, more than 80 percent of which had PSD components. Policy reform operations
absorbed nearly one fourth of the resources committed to PSD components.

Best Practices

3.27 Although the Bank's PSD strategy was not formally articulated until 1991, some of the
operations approved in the mid-1980s show features that are in the mainstream of current PSD
thinking and contain elements of best practice, offering worthwhile lessons.

0 Improving the business environment: The Second and Third Rehabilitation credits to
Mozambique supported a gradual program of stabilization and liberalization, to
encourage smallholder production and private investment. Adjustments proceeded
gradually in each area so that the effects of policy changes could be evaluated. The
government privatized a significant number of small and medium-size parastatal
companies and reduced the regulation of the private sector. As a result of these efforts,
the economic climate has improved, stimulating considerable private sector interest, and
clear progress has been made in shifting toward a market economy. The benefits are
likely to be sustained because of growing private sector investment. The success of these
operations is attributed to government commitment to the reforms, the gradual process
followed, and an adequate level of external assistance.

0 Public enterprise reform and divestiture: The Road Transport and Telecommunications
Sector Adjustment loan to Mexico and the Transport Sector Adjustment loan to
Argentina both supported the privatization of key public enterprises and the easing of
government regulation as a way to promote PSD. In both cases the initiative came from
the governments. The Bank provided financial and technical support, based on a large
amount of relevant sector work, kept a low profile, and never set the basic policy
objectives. In both countries the results have been highly successful. In Mexico, the
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telecommunications network has doubled relative to the early 1980s and exceeded
government targets; TELMEX's (Telefonos de Mexico) internal efficiency has improved
and its workers have benefited. Private sector participation has increased in all areas of
modem communications. The deregulation of trucking has witnessed a large number of
new entrants into the market, decline in freight rates, modernization of trucking fleets,
and improved services. The impact of the reforms in Argentina has been similar. The
benefits of the reforms are likely to be sustained, given the governments' strong
commitment to privatization and deregulation, the growing number of private sector
firms, and the solid evidence of the beneficial effects of the new policies.

* Private provision of infrastructure: Chile's Highway Reconstruction Project provides an
outstanding example for other countries to follow in shaping road maintenance
operations and policy. The project helped to reorient Vialidad, the government's main
road agency, toward increased reliance on private sector contractors to carry out the
works, and engineering consultants to prepare and control the work, through competitive
bidding. A direct objective was to keep government employment in check and infuse
private sector expertise and efficiency into government business. Vialidad and the
private sector displayed great competence in implementing the operation. Quality of
work was high, routine and periodic maintenance of roads exceeded overall targets, and
the projects were completed on schedule and within or below original budgets. Chile is
now well ahead of most Bank borrowers in shifting road maintenance to the private
sector. The excellent project results are attributable to strong and exemplary
commitment by government, sector institutions, and beneficiaries; coherent project
design based on relevancy and feasibility of project components; effective borrower-
Bank relationship; and favorable macroeconomic environment during implementation.

* Providing sustainable access to credit: Indonesia's BRI/KUPEDES small credit project,
begun in 1987, complemented other initiatives to support the development of
microenterprises and of nonbank financial institutions to serve the poor. It helped the
Bank Rakayat Indonesia to (1) establish a network of branches, known as KUPEDES, to
provide nonsubsidized credit to small borrowers, mobilize savings, and extend banking
services; (2) raise funds to place the KUPEDES on a self-financing basis; and (3)
improve institutional capacity for program implementation. Completed in 1994, the
project extended market-based credit to small, and especially female, borrowers, and
banking services to rural areas. The experience shows that in some circumstances,
providing greater access to nonsubsidized credit to small borrowers (by extending the
banking network to unserviced areas) can be a more effective and sustainable strategy
for developing small enterprises than simply increasing the volume of subsidized credit
through an existing network.

Lessons of Experience

3.28 Evaluation evidence on private sector development highlights the following lessons:

m The health of the macroeconomic environment matters most.
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m In countries undergoing a dramatic transformation from a controlled to a market
economy, pursuing a gradual but steady program of stabilization and liberalization may
be the key to improving the economic climate and inducing private sector interest.

a Government commitment must be expressed through unmistakable signals that the
reforms introduced are irreversible-for example, through changes in the legal
framework within which the private sector operates.

a Where government commitment to PSD reforms is strong, policy initiatives, measures,
and actions precede Bank involvement and are eventually reflected in less ex ante
conditionality in Bank financial support.

a In successful PSD reforms, the Bank provided quality sector work and kept a low
profile, while providing effective technical and policy support.

M Extending banking networks to unserviced areas seems to be a sustainable way to
provide nonsubsidized credit to small borrowers, mobilize savings, and extend banking
services.

a Where capital markets are still developing, financial intermediation loans--designed
with minimum regulation and allowing market forces to dictate the terms-can be
effective tools for channeling credit to private entrepreneurs.

3.29 In the last two years OED has prepared comprehensive reviews documenting various
aspects of PSD experience and best practices; these are summarized in Box 3.2.

Implementing the Lessons

3.30 The number of Bank lending operations with PSD components increased from 66 in
FY88 to 89 in FY94, and 85 in FY95. The number of adjustment operations with PSD
components rose from nine in FY88 to 23 in FY94, and although this number fell in 1995, there
was an offsetting increase in the number of PSD investment lending operations.

3.31 As evident from the lessons of recently completed operations, the Bank's PSD support
strategy should first and foremost improve the business environment, particularly through
reforms aimed at developing sound legal and regulatory frameworks, and institutional
arrangements that underpin the emergence of a private sector. Knowledge about country-specific
business environments has been increased through sector studies and private sector assessments
(PSA). PSAs have been carried out in more than 27 countries. The findings drawn from these
assessments have provided specific information to buttress country assistance strategies and
operations to aid private sector growth. Enterprise reform and privatization are now a central
focus of PSD activities; more than 50 lending operations featuring privatization as a key
component were approved by the Bank in FY94 and FY95. The Bank has shifted its approach
from focusing on small and medium firms to emphasizing privatization of larger public
enterprises. This shift is a direct consequence of the lessons learned, particularly those from
Argentina.
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Box 3.2: Support for Private Sector Development: Lessons from OED Studies

Industrial Reorientation in East Africa

During 1985-92, the Bank advised the governments of Kenya, Malawi, Tanzania, and
Zambia to reorient their inward-looking industrial development strategies, reform the policy
environment to improve the countries' international competitiveness, and foster the development
of private industry, especially small and medium-size enterprises. Tanzania and Zambia have an
active informal sector, but the formal private sector is still small. Kenya, by comparison, has a
large and viable private sector with the potential to expand and create jobs. In Malawi and
Tanzania, partial economic liberalization has produced growth in the number of micro, small,
and medium-size enterprises.

The OED study concludes that the Bank should support private sector expansion in
parallel with parastatal privatization by promoting efforts that reduce investor uncertainty;
initiate comprehensive reforms to improve incentives, reduce controls, and promote domestic
and external competition; remove trade barriers; introduce regulatory and institutional measures
to improve access to information; reform the financial sector; and develop private sector
institutions.

World Bank Assistance to Privatization in Developing Countries

Between 1982 and 1992, some 68 countries received support for privatization, mostly
associated with adjustment operations. The OED study finds that Bank policy in support of
privatization is adequate and well articulated, but needs to be applied sensitively to specific
conditions. Success has been hardest to achieve in low-income countries, where political
commitment to privatization has been weak and where the environment for private enterprise has
often been difficult. Success depends heavily on:

a Government commitment to privatization
a Borrower's administrative capacity
* Level of development of the private sector in the country
a Macroeconomic conditions, policies, and regulations that encourage competition.

Industrial Restructuring: A Review of World Bank Operations

The OED review analyzes Bank experience with industrial restructuring in 46 countries
to determine what strategies work and why. It argues that the Bank must extend its role beyond
helping governments establish the enabling environment for the private sector into support for:

m Technology development, technology transfer, licensing, and the like
. Improved information about market opportunities, particularly for exports
a Labor training, redeployment, and other actions to mitigate the costs of restructuring.
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3.32 Bank support for private participation in infrastructure and in assisting financial sector
reform has also benefited from the lessons of experience. Since 1988 there has been remarkable
growth in this area, including a large role by the International Finance Corporation. The Bank
has financed more than 120 infrastructure projects with significant private participation
components. Many of these operations have funded public investments and legal and regulatory
reforms designed to promote a private sector role. Just as in earlier successful operations in Chile
and Mexico, Bank projects in Albania, Ethiopia, and Poland include a private sector role in
transport maintenance and repair, and the deregulation and privatization of trucking. Support for
a private sector role in the public utilities sector has also seen sustained action, including in
projects in Argentina, India, Mali, the Philippines, and Sierra Leone, among many others. In the
financial sector, support has increased from 20 operations in FY93 to an estimated 34 operations
in FY94.

3.33 In the poorest countries, the challenges of promoting private sector development are
many times harder than in higher-income countries. Based on experience, developing an
appropriate business environment in these countries is a long-term process vulnerable to frequent
reversals. Accordingly, the Bank approach calls for encouraging strong political commitment
through establishing or strengthening the legal and institutional systems and the required human
resource base. The Bank has recognized that under such circumstances, when low-income
countries begin to embrace reforms, donors must be ready to provide the necessary support to
sustain the effort to create an attractive and competitive business climate. Part of the strategy
calls for stepping up delivery of nonlending services, which will help governments identify and
correct policy distortions.

3.34 The Bank also recognizes the increasing importance in low-income countries of the
informal sector and the role of microenterprises, and is becoming involved in microfinance
operations to improve microenterprise access to credit and financial services, and promote
savings mobilization.
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4. Improving Development Effectiveness

A. Introduction

4.1 The development agenda is increasingly complex. The expectation that the Bank would
mainly support borrowing countries' physical infrastructure requirements has slowly been
overtaken by an increasingly complex agenda with poverty alleviation, environmentally
sustainable development, and private sector development at its core. This agenda pursues
progress in economic management within a fully participatory framework, including the views of
all stakeholders and partners, and enhanced attention to gender equity. The complexity of the
Bank's agenda is reflected in the broad range of institutional and policy objectives being pursued
and the variety of instruments deployed, as well as in the diversity and dispersion of its clients.

4.2 The evaluations completed in 1994 confirm this trend toward increased complexity.
These operations pursue more goals and have more components than those in earlier evaluation
years. Two thirds of the operations evaluated are deemed to substantially stretch the country's
implementation capacity. Nearly half involve a multiplicity of goals and institutions, and are
substantially vulnerable to risks.

4.3 OED project evaluations have repeatedly emphasized the overarching importance of a
sound economic environment to satisfactory project outcomes. Similarly, OED evaluations have
provided ample evidence that quality at entry, and careful management of ongoing operations,
are as critical to ensuring satisfactory outcomes. Sound portfolio management, including the
management of risks, makes a substantial difference in achieving development results.

4.4 There is growing evidence that a more concerted effort to address thematic emphases in
Bank operations is positively linked to project outcomes. A review of best practices points to
enhanced results due to adequate treatment of thematic concerns in project design. Of course,
addressing thematic concerns on their own is not sufficient to yield satisfactory results. It is the
confluence of these concerns and a favorable policy and institutional environment that provides
the basis for satisfactory results.

B. Learning from Bank Clients and Staff

4.5 The performance record and our increasing understanding about the factors that drive it
are providing an increasingly solid base on which the Bank can learn and is learning. Evaluation
experience has a privileged role in organizational learning.

4.6 Learning about the Bank's development effectiveness through operations evaluation is
central to the Bank's organizational learning process. So is learning directly from clients and
staff. Increasingly the Bank is making efforts to elicit views from these key stakeholders, that is,
those who are responsible for identifying, designing, preparing, appraising, supervising, and
evaluating specific operations. Recent findings by OED, based on a sample of borrowers in 13
countries and of Bank staff, indicate that there is room for enhancing borrower and Bank
effectiveness in quality at entry and portfolio management. Borrowers' perception of Bank
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performance is largely favorable; they appreciate above all the Bank's technical competence and
the quality of its policy advice. However, borrowers feel the Bank should do more in
disseminating cross-country experience, which they consider to be one of the Bank's most
important roles. Both borrowers and Bank staff share the view that much remains to be done to
improve the timely monitoring of expected development objectives if these are to be achieved.

C. A Sound Policy Environment Matters

4.7 Evaluation experience confirms that a stable and open economic environment positively
affects project outcome. The analyses carried out for this review on the determinants of project
and portfolio performance confirm the direct link between the behavior of key macroeconomic
indicators and operational outcomes. Government decisions at the micro level, or at the level of
individual projects, must take into account fully the economic environment in which the projects
are set if their expected objectives are to be attained. The 1994 cohort provides ample examples
of this type of macro-microeconomic synergy.

4.8 Whether the Bank achieves its thematic objectives or not is also related to the health of
the economic environment in the countries concerned. OED's recent study of the impact of
adjustment on the poorI shows that the poor benefit from economic growth, and economic
growth is likely to be sustainable only when the economic environment is propitious. An OED
review of country assistance to Ghana buttresses the same findings.

4.9 A sound economic environment is achieved through policy reform. Substantial
experience confirms the conditions needed for effective reform. Lack of borrower ownership has
been cited as one of the principal reasons for unsatisfactory project results. Assessing borrower
commitment is not only a matter of verifying a government's acceptance of the need for reform.
Government commitment to reform denotes willingness to legislate or amend laws and
regulations, commit staff and resources, and abide by conditions agreed to with financing
partners. Best practice has shown that government commitment to reform should precede donor
involvement. Conditionality is not a substitute for borrower commitment.

4.10 The Bank can assess borrower ownership and commitment to reforms through economic
and sector work, in developing country assistance strategies, and, specifically, during the
identification stage in the financing of new operations. Project design and appraisal must reflect
this commitment, which must be reassessed continually through ongoing dialogue and during
policy and project implementation. Prior OED work has singled out four criteria that allow the
Bank to assess ownership and commitment:

0 The locus of initiative for the policy or project must be in the government.

N The key policymakers responsible for implementation must be intellectually convinced that
the goals to be pursued are the right ones.

See Carl Jayarajah and William Branson, The Social Impact ofAdjustment, A World Bank Operations Evaluation
Study, Washington, DC: World Bank, forthcoming.

See Robert P. Armstrong, Ghana Country Assistance Review: A Study in Development Effectiveness, A World Bank
Operations Evaluation Study, Washington, DC: World Bank, forthcoming.
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Box 4.1: Ghana Country Assistance Review: Generic Lessons

Accuracy of Basic Assumptions

a The Bank must address its propensity to underestimate institutional and other constraints
in implementing reform programs.

0 The Bank must increase the realism of its projections and help clients manage risks of,
for example, commodity price fluctuations.

Appropriateness of Priorities

a The Bank's country assistance strategies (CASs), and underlying economic and sector
work, must recognize and reflect political economy considerations and constraints.

M To ensure that viable enterprises are not victimized by the speed of trade reforms, the
Bank should specifically assess the costs and benefits of their closure.

M Bank advice and support in financial sector reform must balance improvements in the
regulatory framework with measures to foster greater competition.

M The Bank must take steps to define best practice in institutional development strategy
formulation, to take account of systemic institutional constraints and underlying issues
of economic governance.

Borrower Ownership and Political Will

M The Bank must define and measure the minimum workable degree of ownership in
different projects and across countries and sectors, and must channel resources to
promote participation.

* Bank economic and sector work can be a powerful tool to define problems, explain their
causes and consequences, and identify solutions-and should be used to foster
ownership, through dissemination and debate of policy options.

. Privatizations often involve a political process, and therefore must be grounded in
appreciation of a country's political economy and borrower ownership.

Weaknesses in Economic and Sector Work (ESW)

a The Bank must strengthen the explicit link between quality of projects at entry into a
country's portfolio and the quality of prior ESW.

* The Bank must develop the methodologies to define and measure the costs and benefits
of ESW, and systematically assess the lessons of experience of ESW.
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Bank Staffing, Skills Mix, and Location of Work

N The Bank must match staff expertise and experience to the complex demands embedded
in current country strategy. It must consider the potentially disruptive effect of frequent
staff turnover on policy dialogue and effective implementation, and recognize that
certain functions are better performed by field-based staff.

0 There must evidence of public support from the top political and civic leadership.

* There must be evidence that the government is building consensus among the affected
stakeholders and can rely on their support and cooperation.

4.11 The Bank's country assistance strategy instrument is key to putting the lessons of
experience to work. OED's Ghana country assistance review highlighted a series of generic
issues related to how the Bank can use this instrument more effectively (Box 4.1). To enhance
the effective use of the country assistance strategy and promote the wide use of generic lessons,
the Bank is progressively introducing performance indicators in country assistance strategies.

4.12 This Annual Review reaffirms the importance of the Bank helping borrowers build their
evaluation capacity. The Bank does not have and should not seek a monopoly on learning from
operational experience. Country ownership requires that the borrower be the intellectual source
for policy reforms and project selection. Evaluation capacity development provides the borrower
with the instruments needed to develop its own development strategies and programs, to take
account of government and civil society's views, and to express them in sound development
alternatives and choices. Evaluation capacity provides borrowers with a useful instrument to
better manage development, and its inherent risks, learn from experience, and take responsibility
for results, as true ownership demands. The Bank has a role to play in fostering evaluation
capacity building-a crucial ingredient of good governance.

D. Quality at Entry Matters

4.13 The analyses carried out for this Annual Review point unequivocally to quality at entry
as being of key significance in explaining project and portfolio performance. As Chapter 2 noted,
the quality of project preparation, a borrower responsibility, and of appraisal, a Bank
responsibility, have a significantly stronger effect on project performance than do key country
macroeconomic variables, external factors, and governance considerations. These aspects also
matter, but have a lesser impact on project outcomes. Chapter 2 discusses these relationships in
detail.

4.14 The importance of quality at entry, as measured by the quality of project identification,
preparation, and appraisal, was reviewed for 1,125 projects evaluated between 1991 and 1994.
Annex Table 4.1 shows that projects with adequate or better identification, preparation, and
appraisal had an 80 percent satisfactory rate versus 25 percent for projects that were deficient in
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all these aspects. 3 Of the projects with deficient appraisal but adequate identification and
preparation, 46 percent had satisfactory outcomes, nearly half the rate of those with adequate
appraisal. Only 34 percent of projects with deficient preparation and appraisal, but adequate
identification, were rated satisfactory.

4.15 In addition to these analyses, evaluation work carried out by OED, jointly with the
Bank's Operations Policy Department, in the past year suggests a set of key lessons to ensure
best practice in Bank economic analysis of projects. Sound economic analysis of projects seems
to be a strong proxy for quality at entry (Box 4.2).

E. Portfolio Management Matters

4.16 The analysis of the factors that determine project and country portfolio performance in
Chapter 2 indicates that the quality of borrower implementation and Bank supervision is also
crucial. After preparation and appraisal, how well supervision is carried out is the next best
predictor of project performance. Adequate or better supervision improves the relative
percentage of satisfactory projects, even where preparation and appraisal have been deficient.
Deficient supervision hurts projects that have had adequate or better identification, preparation,
and appraisal (see Annex Table 3.1). The results reported in Chapter 2 also suggest that under
some circumstances, good supervision can act as a positive countervailing force, even where the
country's macroeconomic performance is unfavorable.

4.17 However, OED's review of the Bank's Annual Report on Portfolio Performance suggests
that current supervision practice does not focus sufficiently on determinants of outcomes that would
induce the early restructurings or the mid-course corrections needed to achieve projects'
development objectives. While progress has been made in recent years to improve rating
methodologies, there remains a gap between supervision performance ratings, which often turn out
to be too optimistic, and evaluation ratings given to completed projects. Bank management is aware
of the need to close this gap, the so-called "disconnect." More forceful portfolio management,
focused on realistic assessments of development objectives, will be needed to do so.

4.18 Further evidence that this needs to be addressed by the Bank with some urgency comes
from a recent OED review of Bank monitoring and evaluation practices in approved operations. 4

The study, based on a review of 164 investment projects, recognizes that significant progress is
being made at the working level, but concludes that monitoring and evaluation is still a neglected
feature of quality assurance-thus confirming the views of borrowers and staff referred to earlier
in this Chapter. The review notes that the quality of performance indicators used is still not high,
that there are insufficient Bank skills deployed in this area, and that borrower capacity needs to
be addressed more effectively.

Appraisal performance is, of course, influenced by the quality of identification and preparation. Seventy nine percent
of projects with satisfactory outcomes had adequate appraisals preceded by adequate identification and preparation (50
percent of the total number of projects reviewed).

4 OED, "Monitoring and Evaluation in the World Bank: A Follow-up," Draft, 1995.
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Box 4.2: Quality of Economic Analysis: Criteria

The nine elements listed below describe the analytical process required to judge the quality
of project economic analysis. The tenth criterion ensures that the nine elements are coherently
analyzed and weighed in arriving at an overall judgment about the quality of the project economic
analysis carried out. Some of the judgments require that aspects beyond the strictly economic ones
be factored in:

a The project must be explicitly linked to the Bank's economic and sector work and must be a
part of the country strategy.

This criterion assures that the project is relevant given country requirements and that its
objectives are coherent with the macroeconomic policy environment.

a The project must be the best choice among alternatives to achieve the desired objectives.
Project design must reflect the choice that either produces the highest net present value, for
projects subject to cost-benefit analysis, or be the least-cost alternative, usually in the case
of social sector projects.

Other aspects should be reflected in the choice: for example, whether there has been
adequate participation by stakeholders in the choice of alternatives.

a The project's fiscal impact should be assessed to determine its effect on the public
investment program and public expenditures.

This analysis examines a project's financial impact, and determines recurrent cost funding
and cost recovery requirements. The adequacy of the project's financial sustainability is determined.

N The soundness of the project's cost-benefit analysis involves assessing the methodological
rigor of cost and benefit flows, the realism of the without project scenario, the realism of
price and quantity assumptions, the use of appropriate opportunity costs to correct for
market distortions, the choice of discount rate, and the expected net present value
estimations.

* Project risks must be identified and taken into account either in formal risk analysis or
through quantitative sensitivity analysis.

* Institutional constraints that may pose a risk to the achievement of the project's expected
results must be fully identified and factored in to the analysis.

0 The poverty incidence of the project must be examined to ensure that net benefits accrue to
the target population.

a Environmental externalities must be factored in to the analysis to ensure that net benefits
compgnsate for any unavoidable diseconomies.
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m Performance indicators based on risk/sensitivity analysis must be identified so that the risks
that most directly affect project priority objectives and expected outcomes can be monitored
on a regular basis during project implementation.

F. Development Partnerships Matter

4.19 A lesson that stands out from the 1994 cohort of evaluated operations is that stakeholder
participation has a significantly positive effect on project outcomes. The review of thematic
performance in Chapter 3 contains many examples of best practice where project success can be
attributed to participatory approaches followed in the design and implementation of projects with
thematic objectives. Similarly, participation is at the core of enhancing government ownership
and commitment to sustainable policy reforms. Indeed, the level of participation is an important
ingredient of ownership. While not new, this finding is worth emphasizing given that it is all too
often honored in the breach.

4.20 It has been well established that development projects have become increasingly
complex and taxing, both on borrowers and the Bank. It is also evident that the Bank, in
partnership with borrowers, can improve substantially the management of necessary risks, or
take steps to minimize them. The lessons from the quality at entry reviews point to how this can
be done effectively. Best practice also points to the essential place of pilot projects, where
mainstreaming them can be too risky if undertaken too soon and without sufficient evidence that
the objectives can be achieved. Within and cross-country dissemination of development
experience, an area where borrowers expect the Bank to play a key role, invites dialogue and the
construction of partnerships that increase the likelihood that expected results can be attained.

4.21 Finally, effective development partnerships require mutually reinforcing and coordinated
Bank action with other development agencies, multilateral and bilateral, and with
nongovernmental organizations whenever appropriate. Through such strategic alliances, the
Bank and its partners can maximize their effectiveness and enhance the standard of living of the
poor.



71

Annex 1
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Annex Figure 1.1: Disbursements of Evaluated Operations, by Region,
1994 and 1974 Cohorts /a

1994 Cohort: 246 operations with $17,249 million disbursed

South Asia (11 73%) Afldcs (12.56%)

Mid EAs and Notk Africa (9 13%)
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1974 Cohort: 50 operations with $4,040 million disbursed
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s. Disbursements are net commitments measured in real terms (1994 constant dollars)

Annex Figure 1.2: Disbursements of Evaluated Operations, by Sector,
1994 and 1974 Cohorts /a

1994 Cohort: 246 operations with $17,249 million disbursed
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1974 Cohort: 50 operations with $4,040 million disbursed
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a. Disbursements are net commitments measured in real terms (1994 constant dollars)
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Annex Figure 1.3: Distribution of the 1994 Evaluation Cohort and the
FY95 Ongoing Portfolio, by Sector

1994 Cohort: 246 operations
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FY95 Ongoing Portfolio: 1, 742 operations
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Annex Table 1.1: Operations Evaluated, by Years of Approval and Closing,

1994 Cohort

Year Number of operations approved Number of operations closed /a

1963 1 0
1964 0 0
1965 0 0
1966 0 0
1967 0 0
1968 0 0
1969 1 0

1970 1 0
1971 0 0
1972 0 0
1973 0 0
1974 0 2

1975 0 0
1976 0 0
1977 2 0
1978 0 1
1979 4 0
1980 1 1
1981 1 0
1982 8 0
1983 12 0
1984 34 2

1985 59 0
1986 42 1
1987 22 1
1988 24 1
1989 17 2
1990 8 11
1991 6 15
1992 2 78
1993 1 110
1994 0 11

1995 0 6

1996 0 2

1997 0 1
1998 0 0

1999 0 1

Total 246 246
a. The formal closing date normally occurs shortly after the final disbursement of the loan or credit. However,

there are cases of projects where disbursements are either cancelled or disbursed early where legally established

closing dates are not adjusted. This explains the 10 evaluated projects with closing dates after 1994.



Annex Table 1.2: Distribution of Evaluated Operations, by Years of Approval and Closing, 1974-94 Cohorts

Year of closing
Year of 1995 or

approval 1963 1965 1%7 1968 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 later Total

1958 1

1%1 1 2 2 1 I 7
1%2 1 1

1963 1 1 1 1 2 6

1964 2 1 4 2 2 1 1 1 1 15

1965 3 5 1 3 1 1 14

1966 1 2 1 5 11 4 1 2 27

1967 9 15 4 4 2 1 35

1968 3 11 19 11 8 6 5 2 1 2 1 69

1969 1 4 15 18 22 14 10 7 5 2 98

1970 1 1 6 16 24 25 22 11 9 5 120

1971 1 1 4 13 20 23 18 18 10 9 117

1972 2 2 4 21 21 22 27 24 12 4 1 1 141

1973 3 2 1 17 29 39 36 22 11 6 1 167

1974 3 2 6 9 23 34 45 33 19 4 1 1 180

1975 2 4 3 4 12 33 38 41 25 18 7 1 188

1976 3 2 3 15 42 51 52 30 12 1 211

1977 3 1 8 24 29 59 45 36 8 3 1 217

1978 1 4 5 23 47 54 53 34 12 3 3 3 242

1979 2 1 5 31 32 51 57 34 16 4 1 2 1 237

1980 1 3 6 5 22 45 55 55 38 12 7 3 2 254

1981 6 5 13 24 33 46 57 24 11 11 2 232

1982 5 3 8 29 48 58 48 22 21 6 3 1 252

1983 6 6 14 12 35 45 46 36 30 3 233

1984 2 4 3 21 18 28 25 45 20 166

1985 3 6 11 10 38 47 45 32 3 195

1986 7 8 9 14 18 31 27 2 I 117

1987 1 6 11 10 12 16 12 4 1 73

1988 5 9 7 12 10 7 4 54

1989 2 8 12 6 3 4 35

19g I 7 3 2 1 0 14

1991 2 3 1 2 8

1992 1 1 2

I99 I I

Total eal 1 1 2 6 3 7 39 78 66 84 95 116 188 142 177 201 210 255 227 247 239 228 254 189 192 197 2M0 118 23 14 3729
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Annex Table 13: Operations Evaluated, by Sector and Region, 1994, 1993, 1990-94,
and 1974-94 Cohorts

Evaluated operations

1994 1993 1990-94 1974-94
No. % No. % No. % No. %

Sector
Agriculture 81 33 86 27 465 31 1,141 31
Energy 6 2 18 6 80 5 128 3
Finance 22 9 32 10 136 9 344 9
Human Resource 24 10 30 9 141 10 363 10
Industry 14 6 19 6 77 5 168 5
Pollution Cntrl. & Sol. Waste 0 0 0 0 0 0 5 0
Power 22 9 28 9 117 8 313 8
Program & Policy 18 7 16 5 94 6 168 5
Technical Assistance 4 2 15 5 53 4 91 2
Telecommunications 3 1 4 1 23 2 90 2
Tourism 0 0 0 0 6 0 25 1
Transport 25 10 44 14 151 10 576 15
Urban 18 7 13 4 71 5 127 3
Water & Sanitation 9 4 13 4 70 5 190 5

Lending type
Adjustment 30 12 36 11 153 10 228 6
Investment 216 88 282 89 1,331 90 3,501 94

Region
Africa 75 30 114 36 534 36 1,177 32
East Asia and Pacific 40 16 54 17 244 16 629 17
Europe and Central Asia 13 5 18 6 88 6 290 8
Latin America and Caribbean 59 24 58 18 297 20 773 21
Middle East and North Africa 28 11 29 9 133 9 382 10
South Asia 31 13 45 14 188 13 478 13

Total 246 100 318 100 1,484 100 3,729 100
Note: Subtotals may not sum to totals due to rounding error.
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Annex Table 1.4: Disbursements of Operations Evaluated, by Sector and Region, 1994, 1993,
1990-94, and 1974-94 Cohorts

Disbursements (94 US$)
1994 1993 1990-94 1974-94

US$mill. % US$mill. % US$mill. % USSmill. %
Sector
Agriculture 4,826 28 4,150 16 27,295 25 60,162 24
Energy 782 5 1,262 5 5,611 5 8,664 3
Finance 1,250 7 3,856 15 12,234 11 24,089 10
Human Resource 943 5 1,351 5 5,502 5 12,014 5
Industry 1,917 11 2,763 11 8,348 8 16,783 7
Pollution Cntrl. & Sol. Waste 0 0 0 0 0 0 193 0
Power 2,014 12 3,500 13 14,337 13 33,929 14
Program & Policy 2,116 12 3,712 14 14,854 13 28,065 11
Technical Assistance 50 0 139 1 559 1 879 0
Telecommunications 87 1 231 1 718 1 5,404 2
Tourism 0 0 0 0 317 0 993 0
Transport 1,626 9 3,513 13 11,811 11 39,773 16
Urban 1,178 7 730 3 5,278 5 7,859 3
Water & Sanitation 459 3 990 4 4,308 4 9,713 4

Lending type
Adjustment 5,621 33 8,601 33 28,228 25 41,686 17
Investment 11,628 67 17,596 67 82,946 75 206,836 83

Region
Africa 2,167 13 5,155 20 20,154 18 38,885 16
East Asia and Pacific 2,728 16 4,680 18 21,787 20 51,018 21

Europe and Central Asia 1,544 9 2,097 8 9,394 8 27,990 11
Latin America and Caribbean 7,383 43 7,693 29 34,937 31 67,485 27
Middle East and North Africa 1,403 8 1,306 5 7,130 6 19,611 8
South Asia 2,024 12 5,265 20 17,772 16 43,533 18

Total 17,249 100 26,197 100 111,173 100 248,522 100
Note: Subtotals may not sum to totals due to rounding error.
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Annex Table 1.5: Major Objectives of Operations Evaluated, by Sector, Lending Type, and Region,
1994 Cohort

Total no. of
1994 cohort Number ofprojects with these major objectives
operations Macro Sector Physical Financial Inst dev

Sector
Agriculture 81 0 14 28 9 36
Energy 6 0 1 5 1 2
Finance 22 2 5 4 4 17
Human Resource 24 1 0 14 2 19
Industry 14 2 4 8 4 9
Power 22 0 7 16 5 12
Program & Policy 18 9 9 0 6 11
Technical Assistance 4 1 1 0 0 2
Telecommunications 3 0 3 1 2 3
Transport 25 1 4 16 3 13
Urban 18 1 7 11 4 10
Water & Sanitation 9 0 3 7 4 8

Lending type
Adjustment 30 12 14 1 10 13
Investment 216 5 44 109 34 129

Region
Africa 75 3 17 27 9 42
East Asia and Pacific 40 2 5 25 6 26
Europe and Central Asia 13 0 5 7 4 7
Latin America and Caribbean 59 11 18 24 10 37
Middle East and North Africa 28 1 10 16 11 17
South Asia 31 0 3 11 4 13

Total 246 17 58 110 44 142
Note: Subtotals may not sum to totals due to rounding error.
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Annex Table 1.6: Demandingness, Complexity, and Riskiness of Project Objectives, 1994 Cohort

Percent high or substantial
Highly Substantially Modestly Negligibly Total out ofl994 cohort out ofobject. type

Demanding on borrower 57 108 68 7 240 67 69
Demanding on Bank 26 73 122 19 240 40 41
Complex 37 88 98 16 239 51 52
Risky 31 85 105 15 236 47 49
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Annex Table 1.7: Performance of Operations Evaluated, by Sector, Lending Type,
and Region, 1994, 1993, 1990-94 and 1974-94 Cohorts

Satisfactory operations
1994 1993 1990-94 1974-94

No. % No. % No. % No. %
Sector
Agriculture 46 60 54 67 252 56 703 63
Energy 4 - 10 59 60 76 104 82

Finance 13 59 14 47 76 57 246 72
Human Resource 19 83 23 79 99 71 279 78
Industry 8 67 9 56 38 53 107 66
Pollution Contri & Sol W. 0 0 0 3 -
Power 14 64 21 88 82 73 259 84
Program & Policy 12 67 11 79 59 64 120 73
Technical Assistance I - 5 36 27 53 54 61
Telecommunications 2 - 3 - 16 70 80 89

Tourism 0 0 5 - 16 64

Transport 16 67 27 63 103 69 451 79
Urban 14 78 6 50 52 74 99 79
Water & Sanitation 7 - 8 62 39 56 139 74

Lending type
Adjustment 21 70 22 65 96 64 155 69
Investment 135 65 169 64 812 63 2,505 73

Region
Africa 42 57 59 53 293 55 735 63
East Asia and Pacific 31 78 43 80 187 77 519 83
Europe and Central Asia 9 69 10 83 50 62 225 80
Latin America and Caribbean 37 64 34 63 167 57 527 69
Middle East and North Africa 17 63 17 65 89 69 293 78
South Asia 20 77 28 70 122 70 361 78

Average 156 66 191 64 908 63 2,660 72
Notes: Percentage calculations excluded projects not rated and are only shown for groups with 10 or more projects.
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Annex Table 1.8: Performance Weighted by Disbursements, by Sector, Lending Type and Region,
1994, 1993, 1990-94, and 1974-94 Cohorts

Satisfactory (1994 US$)
1994 1993 1990-94 1974-94

mill. % mill. % mill. % mill. %
Sector
Agriculture 3,254 67 2,964 71 15,728 58 38,900 65
Energy 422 - 527 42 3,326 59 6,347 73
Finance 905 72 2,327 61 7,801 64 17,547 73
Human Resource 842 89 1,217 90 4,477 81 10,122 84
Industry 1,310 68 1,684 62 5,099 61 12,254 73
Pollution Contrl & Sol W. 0 0 0 103 -
Power 863 43 3,128 90 10,193 71 27,932 82
Program & Policy 1,045 49 3,243 92 10,568 72 21,842 78
Technical Assistance 20 - 58 42 312 56 561 64
Telecommunications 50 - 85 - 429 60 5,012 93
Tourism 0 0 294 - 731 74
Transport 1,026 63 2,648 76 8,985 76 32,088 81
Urban 1,134 96 106 15 4,246 80 6,391 81
Water & Sanitation 401 - 404 41 2,140 50 6,624 68

Lending type
Adjustment 3,540 63 6,139 71 18,985 67 29,889 72
Investment 7,733 67 12,251 71 54,614 66 156,567 76

Region
Africa 1,562 72 2,884 56 10,858 54 24,576 63
East Asia and Pacific 2,403 88 3,935 84 18,656 86 44,525 87
Europe and Central Asia 951 62 1,301 62 5,550 59 21,537 77
Latin America and Caribbean 3,936 53 5,730 75 21,292 61 46,159 69
Middle East and North Africa 872 62 695 58 5,053 72 15,373 79
South Asia 1,548 77 3,845 76 12,189 70 34,286 79

Total 11,273 65 18,390 71 73,599 67 186,455 75
Notes: Percentage calculations excluded projects not rated and are only shown for groups with ten or more projects.
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Annex Table 1.9: Distribution and Performance of Operations Evaluated,
by Lending Type and Year of Evaluation, 1974-94 Cohorts

Investment Adjustment Total
Evaluation year No. % Sat No. % Sat No. % Sat

1974 50 86 0 - 50 86
1975 53 87 4 100 57 88
1976 69 84 1 100 70 84
1977 102 88 7 100 109 89
1978 89 90 8 100 97 91
1979 129 88 1 100 130 88
1980 85 87 2 100 87 87
1981 106 85 2 100 108 85
1982 119 76 8 100 127 77
1983 178 83 0 - 178 83
1984 169 73 4 75 173 73
1985 184 70 8 50 192 69
1986 243 81 5 80 248 81
1987 180 71 7 86 187 71
1988 164 73 5 60 169 73
1989 250 70 13 50 263 69
1990 329 60 30 63 359 61
1991 261 61 18 56 279 61
1992 243 63 39 62 282 63
1993 282 64 36 65 318 64
1994 216 65 30 70 246 66

Total 3,501 73 228 69 3,729 72
- Not applicable.

Note: Percentage calculations exclude projects not rated.



Annex Table 1.10 Sustainability of Operations Evaluated, by Sector, Lending Type and Region, 1994, 1993, 1989-93 Cohorts /a
1994 1993 1989-94

Number of Likely Uncertain Unlikely Number of Likely Uncertain Unlikely Number of Likely Uncertain Unlikely
operations lb (%) (%) (%) operations lb (o) (%) (o) operations/b (0o) (%) (%)

Sector
Agriculture 77 35 44 21 81 42 32 26 534 36 37 27
Energy 6 50 17 33 17 35 41 24 101 52 35 13
Finance 22 41 50 9 30 33 40 27 161 35 41 24
Human Resource 23 74 13 13 29 52 34 14 158 61 25 14
Industry 12 50 42 8 18 50 28 22 83 46 35 19
Pollution Contrl. & Sol. Wast 0 - - - 0 0 0 0 1 100 0 0
Power 22 55 27 18 26 62 19 19 130 65 25 11
Program & Policy 18 39 28 33 14 50 29 21 96 43 35 22
Technical Assistance 4 25 50 25 14 21 36 43 54 30 46 24
Telecommunications 3 67 33 0 4 75 25 0 32 84 13 3
Tourism 0 - - - 0 0 0 0 8 75 0 25
Transport 24 50 17 33 44 48 30 23 183 47 35 18
Urban 18 33 50 17 12 17 42 42 83 47 29 24
Water & Sanitation 9 33 44 22 13 46 31 23 79 41 42 18

Lending type
Adjustment
Investment

Region
Africa 74 23 51 26 114 26 36 38 588 33 36 31
East Asia and Pacific 40 73 18 10 54 69 22 9 309 66 23 11
Europe and Central Asia 13 46 38 15 12 67 17 17 100 50 42 8
Latin America and Caribbean 58 50 31 19 55 49 29 22 336 43 35 22
Middle East and North Africa 27 52 22 26 27 52 37 11 153 55 31 14
South Asia 26 38 42 19 40 40 40 20 217 42 42 16

Overall 238 44 36 20 302 44 32 24 1,703 45 34 21
- Not applicable.

a. Data for this variable were not available prior to 1989.

b. Some operations for which sustainability was not considered an issue were excluded.
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Annex Table 1.11: Sustainability of Operations Evaluated, by Year
of Approval, 1978-87

Number of Likely Uncertain Unlikely
Approval year operations (%) (%) (%)

78 98 42 36 22
79 144 42 37 21
80 182 45 35 20
81 184 42 38 21
82 230 43 33 24
83 214 44 37 19
84 160 42 40 18
85 186 49 33 17
86 114 46 29 25
87 72 51 35 14

Total/average 1,584 45 35 20



Annex Table 1.12: Achievement of Institutional Development Objectives, by Sector and Region, 1994, 1993, and 1989-94 Cohorts /a
1994 1993 1989-94

Substan. Modest Negl. Substan. Modest Negl Substan. Modest NegL

No. /b (%) (%) (%) No. /b (o) (O) (%) No. /b (%) (%) (%o)
Sector
Agriculture 73 37 42 21 79 25 57 18 500 27 51 22

Energy 6 17 33 50 17 53 29 18 101 46 38 17
Finance 21 29 62 10 30 23 60 17 159 28 51 21

Human Resource 22 59 41 0 29 24 55 21 156 34 46 20

Industry 12 58 25 17 18 28 56 17 84 33 49 18
Pollution Contrd. & Sol. Waste 0 - - - 0 - - - 1 100 0 0
Power 22 45 9 45 25 52 20 28 123 40 35 25
Program & Policy 17 41 41 18 13 38 46 15 90 28 48 24

Technical Assistance 4 25 25 50 14 21 29 50 54 22 37 41

Telecommunications 3 33 67 0 4 25 50 25 30 33 47 20

Tourism 0 - - - 0 - - - 8 38 38 25
Transport 24 29 38 33 42 21 33 45 178 25 43 33
Urban 18 33 44 22 12 17 33 50 82 28 41 30
Water & Sanitation 9 33 56 11 13 54 23 23 77 45 34 21

Lending type
Investment
Adjustment

Region
Africa 72 28 50 22 111 20 47 33 576 23 48 28
EastAsiaandPacific 39 54 36 10 54 39 56 6 300 45 42 13

Europe and Central Asia 13 23 38 38 12 67 33 0 93 34 48 17
LatinAmericaandCaribbean 56 48 36 16 55 33 33 35 326 31 41 28

MiddleEastandNorthAfrica 27 41 30 30 26 35 46 19 150 37 43 19

South Asia 24 29 38 33 38 26 42 32 198 24 52 24

Overall 231 39 40 22 296 30 45 26 1,643 31 45 24
- Not applicable

a. Data for this variable are not available for projects evaluated prior to 1989.

b. Some operations for which Institutional Development was not considered an issue were excluded.
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Annex Table 1.13: Influence of Objectives on Achieving Institutional Development
Substantial Moderate Negligible

Number % Number % Number % Total
Borrower commitment
Positive 23 64 10 28 3 8 36
Negative 0 0 18 60 12 40 30

Quality of Preparation
Positive 12 71 4 24 1 6 17
Negative 0 0 18 56 14 44 32

Design
Positive 12 80 2 13 1 7 15
Negative 2 6 18 55 13 39 33

Supervision
Positive 19 66 9 31 1 3 29
Negative 2 8 14 56 9 36 25

Establishment of new organization
Positive 7 70 3 30 0 0 10
Negative 0 0 1 17 5 83 6

Elimination of organization
Positive 0 0 2 100 0 0 2
Negative 0 0 0 0 2 100 2

Restructuring an organization
Positive 9 47 10 53 0 0 19
Negative 1 13 2 25 5 63 8

Regulatory change
Positive 2 33 4 67 0 0 6
Negative 1 17 0 0 5 83 6

Number of financing arrangements
Positive 0 0 0 0 0 0 0
Negative 0 0 2 33 4 67 6

Monitoring & Evaluation
Positive 6 100 0 0 0 0 6
Negative 3 13 15 63 6 25 24

Exogenous Factors
Positive 0 0 0 0 0 0 0
Negative 4 27 6 40 5 33 15
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Annex Table 1.14: Relevance, Efficacy, and Efficiency and Overall Outcome,
1994 Evaluation Set

Relevance
Overall outcome High Substantial Moderate Negligible Not Rated Total
Highly satisfactory 22 5 1 28
Satisfactory 57 110 28 3 4 202
Unsatisfactory 12 38 37 14 3 104
Highly unsatisfactory 2 3 5 1 11
Not Rated 9 9
Total 93 153 69 22 17 354

Percent sat 85 75 42 14 50 67

Overall outcome High Substantial Moderate Negligible Not Rated Total
Highly satisfactory 22 6 28
Satisfactory 19 104 68 5 6 202
Unsatisfactory 1 5 52 43 3 104
Highly unsatisfactory 1 2 7 1 11
Not Rated 9 9
Total 42 116 122 55 19 354

Percent sat 98 95 56 9 60 67

Ffficiency
Overall outcome High Substantial Moderate Negligible Not Rated Total
Highly satisfactory 19 6 3 28
Satisfactory 11 99 75 9 8 202
Unsatisfactory 2 1 7 1 11
Highly unsatisfactory 1 7 37 55 4 104
Not Rated 9 9
Total 31 114 113 71 25 354

Percent sat 97 92 66 13 69 67
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Annex Table 1.15: Achievement of Major Objectives, 1994 Cohort
Efficacy of objective types

Percent high or substantial
High Substantial Moderate Negligible Total out of 1994 cohort out of object. type

Macro 4 7 6 0 17 4 65
Sector 12 23 11 12 58 14 60
Physical 35 50 20 5 110 35 77
Financial 14 19 6 5 44 13 75
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Annex Table 1.16: Average Rates of Return, by Sector and Region, 1994, 1993, 1990-94, 1974-94 Cohorts
1994 1993

Economic rates of return Economic rates Qfreturn
No. of Estimated Actual Gap No. of Estimated Actual Gap

operations (%) (%) (% pts) operations (%) (%) (% pts)
Sector
Agriculture 33 22 17 5 41 25 15 10
Energy 3 47 83 -36 4 55 34 22
Finance 1 26 20 6 0 - - -
Human Resource 0 - - - 0 - - -
Industry 6 43 14 29 3 20 18 2
Pollution Cntrl. & Sol. Waste 0 - - - 0 - - -

Power 10 15 17 -2 15 14 15 -1
Program & Policy 0 - - - 0 - - -

Technical Assistance 0 - - - 0 - - -

Telecommunications 3 28 16 12 2 37 31 6
Tourism 0 - - - 0 - - -

Transport 16 31 28 3 26 37 30 7
Urban 8 30 25 4 7 23 22 1
Water & Sanitation 2 8 5 3 2 14 15 -1

Region
Africa 19 24 18 6 31 30 19 11
East Asia, Pacific 19 25 25 -1 21 25 20 5
Europe, Central Asia 6 34 11 24 3 20 25 -5
Latin America, Caribbean 13 25 17 7 15 30 27 4
Middle East, North Africa 12 23 21 2 9 29 20 10
South Asia 13 32 33 -1 21 24 18 5

Total 82 26 22 4 100 27 20 7

1990-94 1974-94
Economic rates of return Economic rates qf return

No. of Estimated Actual Gap No. of Estimated Actual Gap
operations (%) (%) (% pts) operations (%) (O) (% pts)

Sector
Agriculture 219 23 12 11 697 23 12 11
Energy 23 51 39 12 43 46 39 7
Finance 2 19 18 2 2 19 18 2
Human Resource 0 - - - 0 - - -

Industry 32 29 12 17 100 24 13 11
Pollution Cntrl. & Sol. Waste 0 - - - 1 30 -5 35
Power 70 15 13 2 221 15 12 3
Program & Policy 0 - - - 0 - - -
Technical Assistance 0 - - - 0 - - -

Telecommunications 14 28 21 7 72 20 19 1
Tourism 4 16 9 7 17 18 12 6
Transport 103 32 28 5 458 25 23 3
Urban 34 25 24 1 75 25 22 3
Water & Sanitation 22 11 9 2 83 12 8 4

Region
Africa 170 25 14 11 542 23 14 8
East Asia, Pacific 107 24 20 4 341 23 18 5
Europe, Central Asia 31 26 18 7 143 22 16 6
Latin America, Caribbean 77 26 17 9 340 21 15 6
Middle East, North Africa 54 25 24 1 183 21 17 4
South Asia 84 26 18 9 220 25 17 8

Total 523 25 17 8 1769 23 16 7
- Not applicable



Annex Table 1.17: Cost and Implementation Time Variations, by Sector and Region, 1994, 1990-94, and 1974-94 Cohorts
Time variations Cost variations/a

1994 1990-94 1974-94 1994 1990-94 1974-94
Average Average Average Average Average Average
variation variation variation variation variation variation

No. (%/) No. (%/) NO. (%6) No. (%) No. (%/) No. (%/)
Sector
Agriculture 77 40 452 47 1,124 44 66 3 399 -10 1041 3
Energy 6 47 79 86 127 78 5 -42 68 -6 112 -8
Finance 22 23 134 37 342 30 11 -) 33 1 122 12
Human Resource 23 28 139 42 356 65 19 -13 124 -9 337 6
Industry 12 55 72 48 161 51 7 -11 52 -4 137 13
Pollution Contr & Sol W. 0 - 0 - 4 30 0 - 0 - 4 -9
Power 22 39 113 55 309 54 20 -3 100 -2 291 15
Program & Policy 18 38 92 38 165 26 2 -16 20 3 45 1
Technical Assistance 4 21 51 61 89 58 2 26 28 -9 55 -2
Telecommunications 3 44 23 45 90 68 2 25 20 12 84 23
Tourism 0 - 6 88 25 79 0 - 6 45 24 26
Transport 24 43 149 55 573 67 16 5 131 -5 535 11
Urban 18 26 70 39 126 56 11 -24 59 -17 112 -6
Water& Sanitation 9 24 70 47 188 64 6 -23 64 -10 181 10

Region
Africa 74 32 530 50 1,169 50 49 16 387 1 965 7
East Asia and Pacific 40 29 243 35 628 44 33 -13 200 -12 552 4
Europe and Central Asia 13 29 81 38 280 51 9 -10 62 -8 232 12
LatinAmericaandCaribbean 58 42 292 57 763 59 40 -11 216 -14 641 9
Middle East and North Africa 27 39 129 53 374 58 15 -15 98 -13 303 11
SouthAsia 26 49 175 54 465 56 21 -12 141 -8 387 2

Average 238 36 1,450 49 3,679 53 167 -4 1,104 -7 3,080 7
- Not applicable.

Excludes operations not rated for outcome The loan closing date was used for operations for which physical completion dates were not available.

a Excludes operations for which cost data were not available.



Annex Table 1.18: Outstanding Operations in the 1994 Evaluation Cohort

Report AR AR Adj/ Net Ap Cl
OED ID type cohort Country Project description sector inv Comm comm yr yr Outcome Sust ID

L1927 PAR 87 Chile Highway reconstruction project Transport INV 42 42 80 84 Highly sat LIK SUB
L2231 PAR 91 China Daqing oilfield - Gaotaizi reservoir dev Energy INV 162 162 83 90 Highly sat LIK SUB
L2757 PAR 91 Indonesia Telecommunications TA Telecomm INV 15 14 86 90 Highly sat LIK SUB
L2252 PAR 92 China Zhongyuan-Wenliu petroleum project Energy INV 101 97 83 90 Highly sat LIK NEG
L2297 PAR 92 Chile Second highway reconstruction project Transport INV 128 128 83 90 Highly sat LIK SUB
L2379 PAR 92 Colombia Popayan region earthquake reconst Urban INV 40 40 84 88 Satisfactory LIK SUB

L2426 PAR 92 China Karamay petroleum project Energy INV 100 90 84 91 Highly sat LIK SUB
L2401 PAR 93 Colombia Power development finance project Power INV 198 198 84 87 Satisfactory LIK SUB

L2589 PAR 93 Chile Road sector project Transport INV 290 290 85 90 Highly sat LIK SUB
L3087 PAR 93 Mexico Industrial sector policy loan Industry ADJ 500 498 89 91 Highly sat LIK SUB
C2091 PCR 94 China North China earthquake reconst Urban INV 30 30 90 92 Highly sat LIK MOD

C2212 PAR 94 Honduras First social investment fund project Human Res INV 20 20 91 94 Highly sat LIK SUB
C2461 PAR 94 Albania Rural poverty alleviation pilot project Agriculture INV 2 2 93 95 Satisfactory LIK SUB
L2334 PCR 94 Jordan Amman transport and municipal dev Urban INV 30 24 83 93 Highly sat LIK NEG
L2800 PCR 94 Indonesia BRI/KUPEDES small credit project Finance INV 102 101 87 92 Highly sat LIK SUB
L2832 PCR 94 Chile Pehuenche hydroelectric project Power INV 95 40 87 94 Highly sat LIK SUB
L2947 PCR 94 Mexico Housing finance project Urban INV 300 300 88 94 Satisfactory LIK SUB
L3306 PCR 94 Jordan Emergency recovery project Human Res INV 10 10 91 93 Highly sat LIK SUB
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Annex 2

Table 2.1 Performance of Appraisal in World Bank Projects, 1979-94
Table 2.2 Performance of Supervision in World Bank Projects, 1979-94



Annex Table 2.1: Performance of Appraisal in World Bank Projects
Projects with poor appraisal and poor performance \ Projects with good appraisal and good performance \2

Performance of appraisal by major areas Satisfactory Unsatisfactory Unsat as % of total Satisfactory Unsatisfactory Sat. as % of total

Technical 17 41 70.7 113 2 98.3

Financial 7 49 87.5 90 3 96.8

Economic 11 44 80.0 98 0 100.0
Commercial 3 22 88.0 33 7 82.5
Institutional 10 63 86.3 120 5 96.0
Environmental 7 8 53.3 21 5 80.8
Socialogical 5 11 68.8 34 0 100.0

Projects with poor appraisal and poor performance Projects with good appraisal and good performance

Factors that influence the quality of appraisal Positive Negative Neg. as % of total Positive Negative Pos. as % of total

Commitment 11 69 86.3 123 4 96.9
Borrower capacity 16 65 80.2 122 8 93.8
Design 16 60 78.9 124 5 96.1
Risks identification 11 70 86.4 103 11 90.4
Adequacy of implementation plan 17 60 77.9 95 16 85.6
Instrument suitability 50 23 31.5 114 0 100.0
Past experience 8 56 87.5 83 7 92.2
Economic and sector work 10 17 63.0 29 I 96.7
Staff quality 6 37 86.0 82 6 93.2
Staff quantity 7 11 61.1 62 3 95.4
Performance of consultants 4 10 71.4 37 3 92.5
Donor coordination 4 9 69.2 24 0 100.0
Notes:
1. Projects with unsatisfactory appraisal, unsatisfactory outcome, unlikely or uncertain sustainability, and negligible or modest ID impact.

2. Projects with a satisfactory appraisal rating and satisfactory perfromance in all three ares.

Source: OED.



Annex Table 2.2: Performance of Supervision in World Bank Projects
Projects with poor supervision and poor performance 1 Projects with good supervision and good performance \2

Performance of supervision in major areas Satisfactory Unsatisfactory Unsat as % of total Satisfactor Ensatisfactory Sat as % of total
Reporting 29 41 58.6 109 5 95.6
Identification of problems 15 61 80.3 116 7 94.3
Attention to development impact 5 58 92.1 92 6 93.9
Advice 15 46 75.4 116 1 99.1
Followup 4 53 93.0 96 8 92.3
Enforcement 18 50 73.5 84 14 85.7
Modifications 24 18 42.9 98 4 96.1

Projects with poor supervision and poor performance Projects with good supervision and good performance
Factors that influence quality of supervision Positive Negative Neg. as % of total Positive Negative Pos. as % of total
Plans 3 25 89.3 25 4 86.2
Timing 9 28 75.7 61 9 87.1
Sufficiency of time in field 5 28 84.8 58 9 86.6
Staff quantity 11 17 60.7 56 6 90.3
Staff quality 4 44 91.7 77 8 90.6
Performance of consultants 4 8 66.7 37 4 90.2
Implementation reviews 1 16 94.1 8 2 80.0
Notes:
1. Projects with unsatisfactory supervision, unsatisfactory outcome, unlikely or uncertain sustainability. and negligible or modest ID impact.
2. Projects with a satisfactory supervision rating and satisfactory perfromance in all three ares.
Source: OED.



Annex 3

Table 3.1 Project Processing and Outcome, 1991-94 Evaluation Sets



Annex Table 3.1: Project Processing and Outcome, 1991-94 Evaluation Sets /a

Identification Preparation Appraisal Supervision
Adq/Def No. % sat Adq/Def No. % sat Adq/Def No. % sat Adq/Def No. % sat

Adequate 623 84
Adequate 705 80

Deficient 82 56

Adequate 777 77
Adequate 45 64

Deficient 72 46
Deficient 27 15

Adequate 988 69 Adequate 16 45
Adequate 29 71

Deficient 13 17

Deficient 211 39
Adequate 107 45

Deficient 182 34
Total number of Deficient 75 17

projects: 1,125
(64 % sat) Adequate 8 43

Adequate 11 40
Deficient 3 33

Adequate 21 25
Adequate 2 50

Deficient 10 10
Deficient 8 0

Deficient 137 25 Adequate 2 50
Adequate 4 25

Deficient 2 0

Deficient 116 25
Adequate 52 37

Deficient 112 0
Deficient 60 15

a. Includes only projects rated for all four stages. Percentage satisfactory calculations exclude projects not rated for outcome.
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Annex 4

Table 4.1 1994 Cohort (246 Projects Newly Evaluated in 1994), by Region, Country, and
Sector



Annex Table 4.1: 1994 Cohort (246 Projects Newly Evaluated in 1994), by Region, Country, and Sector
Commit- Cancel Key project dates Report Overall Sustain- Inst dev

Region/cowitry Sector Project title L/C # ment lation Approval Closing no. Type rating ability impact

t&ka
Benin Agriculture Second Borgou rural development project C1877 21 0 Feb-88 Sep-93 13444 PCR Highly Satisfactory Likely Substantial

Botawana Agriculture National land management and livestock project L2566 11 2 Jun-85 Mar-93 12981 PCR Unsatisfactory Uncertain Moderate

Burkina Fase Agriculture Fertilizer project C1550 14 6 Feb-85 Jun-93 13817 PCR Satisfactory Likely Moderate

Burundi Agriculture Second forestry project C1620 13 2 Jul-85 Mar-93 13179 PCR Satisfactory Unlikely Substantial

Cameroon Agriculture National agricultural research project L2766 18 0 Nov-86 Jun-93 13631 PCR Unsatisfactory Uncertain Moderate

Cape Verde Finance Industrial finance and promotion project C1579 4 0 Apr-85 Dec-92 12705 PCR Satisfactory Likely Substantial
Transport Infrastructure rehabilitation and technical assistance C 1954 5 0 Sep-88 Dec-93 13749 PCR Satisfactory Likely Moderate

CAR Agriculture National livestock project C1681 12 0 Apr-86 Jun-92 13219 PCR Satisfactory Uncertain Moderate

Cote d'Ivoire Agriculture Agricultural extension project L2765 34 2 Nov-86 Jun-92 13118 PCR Unsatisfactory Uncertain Moderate

Agriculture Agricultural sector adjustment loan L3127 150 0 Oct-89 Jun-91 13120 PCR Satisfactory Uncertain Moderate
Finance Industrial finance and development project L2617 30 11 Sep-85 Jun-93 13268 PCR Unsatisfactory Unlikely Moderate
Telecommunications Second telecommunications project L2696 25 0 May-86 Jun-93 13202 PCR Satisfactory Uncertain Moderate

Equatorial Guinea Technical Assistance Technical assistance project C1489 6 0 May-84 Mar-93 12917 PCR Highly Unsatisfactory Unlikely Negligible

Ethiopia Technical Assistance Technical assistance project C1522 4 0 Sep-84 Jun-93 13704 PCR Unsatisfactory Likely Negligible

Gambia Agriculture Second agricultural development project Cl476 9 2 May-84 Jun-93 13509 PCR Unsatisfactory Uncertain Moderate
Program & Policy Second structural adjustment credit C2032 23 0 Jun-89 Jun-92 12936 PCR Satisfactory Likely Moderate
Transport Second highway maintenance project C1682 6 0 Apr-86 Mar-92 13490 PCR Unsatisfactory Unlikely Negligible
Urban Urban management and development project C1443 12 0 Mar-84 Feb-93 13734 PCR Satisfactory Uncertain Moderate

Ghana Agriculture Oil palm development project - second phase C 1498 25 2 Jun-84 Dec-93 13818 PCR Satisfactory Likely Substantial
Transport Port rehabilitation project C 1674 25 0 Mar-86 Apr-93 13149 PCR Satisfactory Likely High

Guinea Agriculture First agricultural services project C1636 8 2 Nov-85 Jun-92 13148 PCR Unsatisfactory Unlikely Negligible
Finance Private sector promotion credit C2148 50 0 May-90 Dec-92 13302 PCR Satisfactory Uncertain Moderate
Technical Assistance Second economic management support project C 1963 15 0 Nov-88 Jun-94 13261 PAR Unsatisfactory Uncertain Moderate

Kenya Agriculture Agricultural sector mangement project C1718 12 0 Jun-86 Dcc 92 13178 PCR Satisfactory Uncertain Substantial
Agriculture Animal health services project C1758 15 5 Feb-87 Dec-93 13836 PCR Unsatisfactory Unlikely Moderate

Leasotho Human Resource Health and population project C1585 4 1 Apr-85 Dec-92 13055 PCR Satisfactory Likely Moderate

Madagascar Industry Ilmenite mining engineering project C1928 9 7 Jun-88 Jun-93 12790 PCR Unsatisfactory Uncertain Substantial
Urban Urban development project C1497 13 2 Jun-84 Jun-93 12932 PCR Satisfactory Uncertain Moderate

Malawi Agriculture National agricultural research project C1549 24 0 Feb-85 Oct-93 13634 PCR Satisfactory Uncertain Moderate
Agriculture Agricultural extension and planning support project C 1626 12 0 Sep-85 Jun-93 13633 PCR Satisfactory Uncertain Moderate
Agriculture Agricultural sector adjustment credit C2121 70 0 Apr-90 Dec-92 13603 PCR Unsatisfactory Likely Moderate
Human Resource Second family health project C1768 11 0 Mar-87 Jun-93 13508 PCR Satisfactory Likely Moderate

Urban First urban project C1528 15 4 Nov-84 Jun-93 13626 PCR Satisfactory Uncertain Moderate
Water & Sanitation Second Lilongwe water supply project C1742 20 0 Nov-86 Jun-93 13744 PCR Satisfactory Uncertain Moderate

Mali Agriculture Mopti area development project C1597 20 6 May-85 Dec-92 13445 PCR Unsatisfactory Uncertain Negligible
Agriculture Second forestry project C 1654 6 0 Jan-86 Dec-92 13160 PCR Unsatisfactory Likely Moderate

Mauritania Agriculture Small scale irrigation project C1571 8 2 Mar-85 Jun-93 13786 PCR Unsatisfactory Uncertain Negligible
Finance Industrial and artisan development project C1572 5 3 Mar-85 Dec-91 12770 PCR Highly Unsatisfactory Unlikely Not Rated
Program & Policy Public enterprise technical assistance and rehab C1567 16 1 Mar-85 Dec-92 13102 PCR Satisfactory Uncertain Moderate

Mauritius Agriculture Sugar industry project L2728 30 2 Jun-86 Jun-93 13161 PCR Satisfactory Likely Substantial
Finance Industrial finance project L2927 10 1 Mar-88 Dec-95 12713 PCR Unsatisfactory Uncertain Moderate

Niger Agriculture Irrigation rehabilitation project C1618 9 0 Jun-85 Dec-91 12980 PCR Satisfactory Uncertain Negligible
Transport Transportation sector credit C 1706 30 0 May-86 Jun-93 13773 PCR Unsatisfactory Unlikely Negligible

Nigeria Human Resource Sokoto health project L2503 34 8 Mar-85 May-93 13730 PCR Satisfactory Uncertain Moderate
Industry National Petroleum Corporation refineries rehab L3104 28 19 Jun-89 Jun-93 13807 PCR Unsatisfactory Unlikely Negligible
Urban Second urban development project L2607 53 8 Jul-85 Jun-93 13279 PCR Satisfactory Uncertain Moderate
Water & Sanitation Lagos solid waste and storm drainage project L2620 72 3 Sep-85 Sep-93 13636 PCR Satisfactory Unlikely Moderate

Rwanda Finance Fourth Rwandese development bank (BRD) project C1650 9 0 Jan-86 Dec-93 12830 PCR Unsatisfactory Uncertain Negligible
Human Resource Family health project C1678 11 0 Apr-86 Dec-93 13136 PCR Satisfactory Unlikely Moderate
Human Resource Third education project C1683 16 0 Apr-86 Dec-93 13641 PCR Unsatisfactory Unlikely Moderate
Urban Urban institutions sectoral development project C2041 32 31 Jun-89 Dec-96 13635 PCR Highly Unsatisfactory Unlikely Negligible



Annex Table 4.1: 1994 Cohort (246 Projects Newly Evaluated in 1994), by Region, Country, and Sector
Commit- Cancel Key project dates Report Overall Sustain- Invt dev.

RegIoI country Sector Project title LC # ient lation Approval Closing no Type rating ability Impact

Sao Tome & Principe Program & Policy First structural adjustment credit C1825 7 0 Jun-87 Mar-92 13303 PCR Satisfactory Uncertain Negligible

Senegal Finance Financial sector adjustment program C2077 45 0 Dec-89 Jun-92 13724 PCR Satisfactory Uncertain Moderate

Program & Policy Fourth structural adjustment credit C2090 96 24 Feb-90 Jun-93 13723 PCR Unsatisfactory Unlikely Moderate

Telecommunications Second telecommunications project C1714 22 5 Jun-86 Jun-93 13623 PCR Satisfactory Likely Substantial

Water & Sanitation Eleven centers water supply project Cl554 24 0 Mar-85 Jun-93 13833 PCR Satisfactorv Uncertain Moderate

Sierra Leone Power Power engineering and technical assistance project Cl265 5 0 Jun-82 Sep-93 13681 PCR Unsatisfactory Uncertain Negligible

Somalia Agriculture Livestock health services project C1647 4 0 Jan-86 Jun-93 13159 PCR Highly Unsatisfactory Unlikely Negligible

Sudan Agriculture Sugar rehabilitation project Cl 506 60 7 Jun-84 Dec-93 13649 PCR Unsatisfactory Unlikely Moderate

Agriculture Emergency flood reconstruction project C2011 75 7 May-89 Oct-93 13427 PCR Satisfactory Uncertain Substantial

Power Power rehabilitation project C1624 30 0 Aug-85 Jun-93 13627 PCR Unsatisfactory Uncertain Negligible

Power Fourth power project C1788 38 0 May-87 Jun-93 13767 PCR Satisfactory Uncertain Negligible

Tanzania Agriculture Agricultural sector adjustment credit C2116 227 0 Mar-90 Jun-94 13741 PCR Highly Satisfactory Likely Substantial

Transport Port rehabilitation project C1536 27 0 Dec-84 Dec-92 13763 PCR Satisfactory Unlikely Negligible

Togo Human Resource Educational improvement project C1568 12 0 Mar-85 Jun-92 13640 PCR Satisfactory Uncertain Moderate

Uganda Agriculture Agricultural development project Cl539 10 1 Jan-85 Sep-93 13812 PCR Satisfactory Uncertain High

Program & Policy Second economic recovery credit C2087 129 0 Feb-90 Jun-93 13687 PCR Satisfactory Uncertain Negligible

Technical Assistance Third technical assistance project C1951 18 0 Aug-88 Dec-95 13590 PCR Satisfactory Uncertain Substantial

Transport Railways project C1986 7 1 Feb-89 Jun-93 13748 PCR Unsatisfactory Unlikely Moderate

Zaire Agriculture National agricultural research project C2292 17 16 Aug-91 Jun-97 13602 PCN Unsatisfactory Uncertain Moderate

Human Resource Education sector rehabilitation project C2213 21 20 Mar-91 Jun-96 13788 PCN Not Rated Not Rated Not Rated

Urban Higher education rationalization project C1839 11 2 Jul-87 Jun-93 13138 PCR Unsatisfactory Uncertain Moderate

Zambia Agriculture Industrial forestry project - third phase C1437 22 4 Jan-84 Sep-93 13700 PCR Unsatisfactory Unlikely Negligible

Zimbabwe Human Resource Family health project L2744 10 0 Jul-86 Sep-93 13784 PCR Satisfactory Likely Substantial

Urban Urban development project L2445 43 7 Jun-84 Sep-93 13832 PCR Satisfactory Likely Substantial
Ic

East Asia & Pacific
China Agriculture Daxinganling forest fire rehabilitation project C1918 57 1 Jun-88 Mar-94 13564 PCR Satisfactory Likely Substantial

Energy Changcun (Luan) coal mining project L2501 126 51 Mar-85 Dec-93 13417 PCR Satisfactory Likely Moderate

Human Resource Provincial universities project C1671 120 0 Mar-86 Dec-92 13146 PCR Satisfactory Likely Substantial

Industry Shanghai machine tool project L2784 100 4 Mar-87 Dec-93 13595 PCR Satisfactory Likely Substantial

Transport Dalian port project C1875 96 1 Feb-88 Dec-93 13775 PCR Satisfactory Likely Moderate

Urban North China earthquake reconstruction project C2091 30 0 Feb-90 Dec-92 13510 PCR Highly Satisfactory Likely Moderate

Indonesia Agriculture Second swamp reclamation project L2431 65 4 May-84 Dec-93 13837 PCR Unsatisfactory Uncertain Moderate

Agriculture West Tarum canal improvement project L2560 43 3 May-85 Apr-93 12818 PCR Highly Satisfactory Likely Moderate

Agriculture Fifth transmigration project L2578 160 66 Jun-85 Dec-92 13507 PCR Satisfactory Uncertain Moderate

Agriculture Smallholder cattle development project L2628 32 6 Oct-85 Mar-93 13035 PCR Satisfactory Likely Substantial

Agriculture Central & West Java provincial irrigation development L2649 166 2 Jan-86 Jun-93 13630 PCR Satisfactory Likely Substantial

Agriculture Third national agricultural extension project L2748 70 17 Jul-86 Jun-93 13628 PCR Unsatisfactory Unlikely Moderate

Finance BRL/KUPEDES small credit project L2800 102 0 Apr-87 Dec-92 12973 PCR Highly Satisfactory Likely Substantial

Human Resource Second health (manpower development) project L2542 39 2 May-85 Mar-93 13745 PCR Unsatisfactory Likely Negligible

Human Resource Second university development project L2547 147 I May-85 Dec-93 13639 PCR Satisfactory Likely Substantial

Industry Industrial energy conservation project L2879 21 2 Oct-87 Jun-93 13060 PCR Unsatisfactory Uncertain Moderate

Urban Housing sector loan L2725 275 77 Jun-86 Dec-92 13296 PCR Satisfactory Unlikely Moderate

Water & Sanitation Second East Java water supply project L2632 43 2 Nov-85 Dec-93 13637 PCR Satisfactory Uncertain Moderate

Korea, Republic Human Resource Technology advancement project L3037 16 0 Apr-89 Dec-92 13130 PCR Highly Satisfactory Likely Negligible

Industry Third technology development project L2913 50 1 Feb-88 Dec-92 13269 PCR Satisfactory Likely Substantial

Laos Program & Policy Structural adjustment credit C2037 40 0 Jun-89 Jan-92 12664 PCR Highly Satisfactory Likely Moderate

Malaysia Agriculture National forestry research and deselopment project L2828 9 2 Jun-87 Jun-92 13697 PCR Satisfactory Likely Substantial

Human Resource First primary and secondary education sector project L2685 127 18 Apr-86 Dec-92 13145 PCR Satisfactor1 Likely Substantial

Human Resource Second primary and secondary education sector project 12987 59 0 Aug-88 Dec-92 13145 PCR Satisfactory Likely Substantial

Power Sarawak power project L2942 56 1 May-88 Jun-94 13774 PCR Highly Satisfactory Likely Substantial

Myanmar Agriculture First groundwater irrigation project C1381 14 0 Jun-83 Jun-92 12891 PCR Satisfactory Likely Moderate

Agriculture Second rubber rehabilitation project C1385 9 0 Jun-83 Mar-93 12873 PCR Satisfactory Likely Substantial
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Agriculture Second wood industries project C1444 25 0 Mar-84 Mar-93 13829 PAR Highly Unsatisfactory Unlikely Moderate

Papua New Guinea Agriculture West Sepik provincial devlopment project L2475 10 0 Oct-84 Dec-92 13088 PCR Unsatisfactory Uncertain Negligible
Power Yonki hydroelectric project L2722 29 2 Jun-86 Dec-92 13599 PCR Satisfactory Likely Negligible

Philippines Agriculture Irrigation operations support project L2948 45 22 Jun-88 Jun-93 13826 PCR Satisfactory Likely Substantial
Solomon Islands Human Resource Secondary education project Cl686 5 0 Apr-86 Dec-92 13129 PCR Highly Satisfactory Likely Substantial
Thailand Agriculture National agricultural research project L1922 30 0 Nov-80 Jun-92 13119 PCR Satisfactory Likely Substantial

Industry Bangchak oil refinery restructuring project L2548 85 0 May-85 Jun-92 13041 PCR Highly Satisfactory Likely Substantial
Power Power system development project L3027 90 0 Mar-89 Mar-92 12935 PCR Satisfactory Likely Substantial
Transport Railway efficiency improvement project L2872 13 2 Sep-87 Dec-93 13764 PCR Satisfactory Uncertain Moderate
Transport Highway sector project L2894 50 0 Dec-87 Dec-92 13768 PCR Satisfactory Likely Substantial
Transport Second highway sector project L3008 87 0 Dec-88 Dec-93 13768 PCR Satisfactory Likely Moderate
Urban Third shelter project L2795 21 14 Apr-87 Dec-92 13733 PCR Unsatisfactory Uncertain Negligible

Vanuata Agriculture Multiproject Cl666 2 0 Mar-86 Jun-93 13823 PCR Unsatisfactory Unlikely Negligible

ERuNse A Central Asia
Albania Agriculture Rural poverty alleviation pilot project C2461 2 0 Feb-93 Jun-95 13819 PAR Satisfactory Likely Substantial
Cyprus Agriculture Southern conveyor projects for water resources devel. L2386 27 3 Mar-84 Dec-91 13066 PCR Satisfactory Likely Negligible
Hungary Energy Second industrial energy conservation project L2709 25 5 May-86 Jun-93 13834 PCR Satisfactory Likely Substantial

Industry Fine chemicals project L2511 73 0 Apr-85 Dec-90 13255 PAR Satisfactory Likely Substantial
Industry First industrial restructuring project L2700 100 12 May-86 Jun-93 13732 PCR Satisfactory Uncertain Moderate
Industry Second industrial restructuring project L2834 150 55 Jun-87 Jun-94 13732 PCR Satisfactory Uncertain Moderate

Poland Program & Policy Structural adjustment loan L3247 300 0 Jul-90 Dec-91 13001 PCR Satisfactory Likely Moderate
Portugal Human Resource Manpower training and development project L2456 31 21 Jun-84 Dec-92 13137 PCR Unsatisfactory Likely Moderate
Turkey Agriculture Agricultural extension and applied research project L2405 72 10 Apr-84 Oct-93 13614 PCR Satisfactory Uncertain Moderate

Energy Energy sector adjustment loan L2856 325 13 Jun-87 Sep-93 13766 PCR Unsatisfactory Unlikely Negligible E
Power Fourth Tek transmission project L2586 142 5 Jun-85 Dec-91 12679 PCR Satisfactory Uncertain Negligible 0
Power Power system operations assistance project L2602 140 25 Jul-85 Dec-93 13684 PCR Unsatisfactory Uncertain Negligible
Transport Third posts project L2535 135 78 May-85 Dec-92 13647 PCR Unsatisfactory Unlikely Negligible

La&a Amrie &Caribee
Argentina Industry Trade policy and export diversification loan L2815 500 4 May-87 Dec-90 13223 PAR Unsatisfactory Likely Moderate

Industry Second trade policy loans L2996 300 0 Oct-88 Dec-90 13223 PAR Satisfactory Likely Moderate
Power Power engineering project L2751 14 0 Sep-86 Jun-93 13682 PCR Highly Satisfactory Likely High
Transport Public enterprise adjustment loan L3291 300 0 Feb-91 Dec-93 13457 PCR Highly Satisfactory Likely High
Urban First housing sector L2997 300 278 Oct-88 Jun-93 13194 PCR Unsatisfactory Unlikely Negligible

Brazil Agriculture Northwest region development program, third phase L2353 65 28 Oct-83 Mar-92 13197 PCR Unsatisfactory Uncertain Substantial
Agriculture Northeast irrigation engineering and tech. asst L2680 48 5 Apr-86 Jun-93 13743 PCR Unsatisfactory Unlikely Moderate
Agriculture Fourth agro-industries credit project L2960 300 58 Jun-88 Dec-92 13828 PCR Unsatisfactory Uncertain Negligible
Agriculture Agricultural credit project L2971 300 32 Jun-88 Dec-93 13827 PCR Unsatisfactory Likely Negligible
Human Resource Science and technology project L2489 72 0 Jan-85 Dec-91 13144 PCR Satisfactory Likely Substantial
Power First Eletrobras power distribution project L2138 183 11 May-82 Dec-89 13173 PCR Unsatisfactory Unlikely Negligible
Power Second Eletrobras power distribution project L2364 251 14 Dec-83 Dec-91 13173 PCR Unsatisfactory Unlikely Negligible
Power CHESF-FURNAS power transmission project L2564 400 155 Jun-85 Dec-92 13772 PCR Unsatisfactory Unlikely Negligible

Caribbean Region Finance Third Caribbean development bank project C1364 7 I May-83 Jun-92 13256 PAR Satisfactory Likely High
Chile Agriculture Agricultural services and credit project L2481 56 0 Dec-84 Oct-91 13227 PCR Satisfactory Uncertain Moderate

Finance Small and medium industry project L2613 40 0 Aug-85 Jun-92 13181 PCR Satisfactory Likely Moderate
Finance Financial markets loan L3143 130 40 Dec-89 Jun-95 13707 PCR Satisfactory Likely Substantial
Power Pehuenche hydroelectric project L2832 95 55 Jun-87 Jun-94 13624 PCR Highly Satisfactory Likely Moderate
Power Alto Jahuel - Polpaico transmission project L2833 22 0 Jun-87 Jun-94 13625 PCR Highly Satisfactory Likely Moderate
Urban Second housing sector project L3030 200 0 Mar-89 Jun-93 13769 PCR Satisfactory Uncertain Negligible
Water & Sanitation Valparaiso water supply reconstruction project L2652 6 0 Feb-86 Dec-90 13277 PCR Satisfactory Likely Substantial

Colombia Human Resource Health services integration project L2611 37 20 Jul-85 Jun-93 13574 PCR Highly Unsatisfactory Unlikely Moderate
Power Power sector adjustment loan L2889 300 75 Dec-87 Sep-90 13453 PCR Satisfactory Uncertain Negligible
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Transport Rural transport sector project L2668 62 0 Mar-86 Dec-92 13452 PCR Satisfactory Uncertain Substantial

Water& Sanitation Fourth Bogota water supply and sewerage project L2512 129 25 Apr.85 Jun-93 13473 PCR Satisfactory Uncertain Negligible

Costs Rica Agriculture Agricultural sector investment and institutional devel. L3447 41 41 Mar-92 Jun-99 13787 PCN Not Rated Not Rated Not Rated

Program & Policy First structural adjustment loan L25 18 80 0 Apr-85 Jun-86 13263 PAR Satisfactory Uncertain Moderate

Program & Policy Second structural adjustment loan L3005 100 0 Dec-88 Jul-92 13263 PAR Satisfactory Uncertain Moderate

Dominica Program &Policy Structural adjustment credit C1817 3 1 Jun-87 Jun-92 13312 PCR Unsatisfactory Unlikely Moderate

Dominican Rep. Transport Third road reconstruction project L2609 36 0 Jul-85 Dec-93 13451 PICR Satisfactory Uncertain Moderate

Ecuador Finance Industrial finance project L2672 115 3 Mar-86 Dec-93 12845 PCR Unsatisfactory Uncertain Moderate

Finance Third small scale enterprise credit project L2673 30 0 Mar-86 Dec-92 12847 PCR Unsatisfactory Uncertain Moderate

Program & Policy Public sector management project L2516 6 0 Apr-85 Mar-93 13235 PAR Satisfactory Likely Substantial

Guatemala Telecommunications Third telecommunications project L2385 30 3 Mar-84 Jun-92 13049 PCR Unsatisfactory Likely Moderate

Water & Sanitation Water supply rehabilitation project L2759 23 19 Oct-86 Dec-95 13448 PCR Highly Unsatisfactory Unlikely Negligible

Honduras Human Resource First social investment fund project C2212 20 0 Feb-91 Mar-94 13839 PAR Highly Satisfactory Likely Substantial

Human Resource Second social investment fund C2401 10 0 Jun-92 Dec-94 13839 PAR Satisfactory Likely Substantial

Program & Policy Structural adjustnment loan L2990 50 0 Sep-88 Dec-89 12951 PCR Unsatisfactory Unlikely Negligible

Jamaica Finance Kingston free zone project L2107 14 6 Mar-82 Dec-90 13265 PCR Satisfactory Likely Moderate

Program & Policy Second trade and financial sector adjustment loan L3303 30 0 Mar-91 Dec-92 13237 PAR Satisfactory Likely Substantial

Mexico Agriculture Livestock and agricultural development project L0610 65 0 May-69 Jul-74 13002 PCM Highly Satisfactory Likely High

Agriculture Rio FueftetRic, Sinaloa irrigation project L1706 92 10 May-79 Jun-91 13090 PCR Satisfactory Likely Moderate

Agriculture Chiapas agricultural development project L2526 90 32 Apr-85 Dec-93 13824 PCR Satisfactory Uncertain Negligible

Agriculture Agricultural extension project L2859 20 0 Jun-87 Jun-93 13157 PCR Satisfactory Uncertain Moderate

Agriculture Agricultural sector adjustment loan L2918 300 0 Mar-88 Nov-90 12834 PCR Satisfactory Likely Substantial

Finance Second small and medium scale mining development L2546 105 0 May-85 Dec-92 13259 PCR Satisfactory Uncertain Moderate

Finance Industrial technology development project L2747 48 0 Jul-86 Dec-93 13271 PCR Unsatisfactory Uncertain Moderate

Transport Second highway sector project L2428 200 0 May-84 Jun-91 12719 PCR Unsatisfactory Likely Substantial

Transport Lazaro Cardenas industrial ports project L2450 76 38 Jun-84 Dec-92 13280 PCR Satisfactory Likely Moderate -

Urban Housing finance project L2947 300 0 Jun-88 Jun-94 13142 PCR Satisfactory Likely Substantial

Paraguay Human Resource Second vocational training project L2373 5 0 Jan-84 Jan-93 13147 PCR Satisfactory Likely Substantial

Peru Power ELECTROPERU power engineering project L2018 25 6 Jun-81 Jun-87 13572 PCR Satisfactory Likely Substantial

Power Sixth power project L2179 81 56 Jun-82 Jun-88 13571 PCR Unsatisfactory Likely Negligible

St. Vincent Power Power project C1479 5 0 May-84 Jun-93 13747 PCR Satisfactory Likely Substantial

Uruguay Power Power engineering project L2484 4 0 Jan-85 Jun-90 12837 PCR Satisfactory Likely Substantial

Transport Third highway project L2238 45 3 Feb-83 Dec-90 13295 PCR Satisfactory Uncertain Moderate

Venezuela Industry Trade policy loan L3092 353 2 Jun-89 Jun-93 13270 PAR Satisfactory Uncertain Moderate

Program & Policy Structural adjustment loan L3091 402 1 Jun-89 Jun-93 13270 PAR Unsatisfactory Unlikely Negligible

Program & Policy Interest support loan L3279 150 0 Dec-90 Feb-91 13270 PAR Highly Unsatisfactory Unlikely Moderate

Middle Eest A Nrt Anc

Algeria Agriculture Agricultural credit project L3009 110 32 Dec-88 Sep-92 13196 PCR Unsatisfactory Uncertain Moderate

Program & Policy Economic reform support loan L3 117 300 1 Aug-89 Sep-92 13301 PCR Unsatisfactory Unlikely Substantial

Transport Second railway project L2976 143 120 Jun-88 Feb-93 13645 PCR Unsatisfactory Unlikely Negligible

Jordan Human Resource Primary healths care project L2531 14 5 May-85 May-93 13139 PCR Satisfactory Likely Moderate

Human Resource Emergency recovery project L3306 10 0 Mar-91 Oct-93 13742 PCR Highly Satisfactory Likely Substantial

Power Sixth power project L2710 28 1 May-86 Nov-92 12853 PCR Satisfactory Likely Moderate

Program & Policy Industry and trade policy adjustment loan L3142 150 0 Dec-89 Dec-92 12918 PCR Satisfactory Likely Moderate

Transport Multi-mode transport project L2463 30 0 Jul-84 Dec-92 13082 PCR Unsatisfactory Unlikely Negligible

Urban Amman transport and municipal development project L2334 30 6 Jul-83 Jun-93 13300 PCR Highly Satisfactory Likely Substantial

Urban Second urban development project L2587 28 12 Jun-85 Jun-93 13288 PCR Satisfactory Likely Negligible

Morocco Agriculture Oulmes-Rommani agricultural development project L2217 30 17 Dec-82 Dec-92 12701 PAR Satisfactory Uncertain Moderate

Agriculture Agricultural sector adjustment loan L2885 225 0 Nov-87 Apr-92 13511 PCR Satisfactory Likely Not Rated

Transport Port of Casablanca and Mohammedia project L2657 22 0 Feb-86 Jun-93 13594 PCR Satisfactory Likely Substantial

Syria Agriculture National agricultural extension project L2621 8 8 Sep-85 Oct-90 13177 PCN Not Rated Not Rated Not Rated

Tunisia Agriculture Northwest agricultural production project L2502 15 9 Mar-85 Dec-91 12817 PCR Unsatisfactory Unlikely Negligible
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Finance Export industries project L2522 50 24 Apr-85 Jun-92 12665 PCR Satisfactory Likely Moderate
Power Fourth power project L2455 39 17 Jun-84 Dec-90 13172 PCR Satisfactory Likely Negligible
Urban Third urban development project L2223 25 0 Dec-82 Jun-93 13514 PCR Satisfactory Uncertain Moderate
Urban Second urban transport project L2429 33 0 May-84 Jun-93 13222 PCR Satisfactory Likely Moderate
Water & Sanitation Third urban sewerage project L2255 34 1 Mar-83 Dec-92 13419 PCR Satisfactory Likely High
Water & Sanitation Seventh water supply project L2368 50 0 Dec-83 Jun-93 13418 PCR Satisfactory Likely High

Yemen Agriculture Central highlands agricultural development project C1453 8 2 Mar-84 Dec-92 13825 PCR Unsatisfactory Unlikely Negligible
Agriculture Wadi Al-Jawf agricultural development project C1584 10 8 Apr-85 Dec-92 13822 PCR Unsatisfactory Unlikely Negligible
Energy Technical assistance to the petroleum sector C1702 12 1 May-86 Dec-93 13479 PCR Satisfactory Uncertain Substantial
Finance Second industrial development project C1547 8 3 Feb-85 Dec-91 12789 PCR Unsatisfactory Uncertain Negligible
Power Fourth power project C1701 12 3 May-86 Jun-93 13770 PCR Unsatisfactory Unlikely Negligible
Agriculture Second Wadi Hadramawt agr. development project C1346 9 1 Apr-83 Jun-92 13065 PCR Unsatisfactory Uncertain Negligible
Transport Fourth highway project C1617 14 0 Jun-85 Jun-93 13593 PCR Satisfactory Likely Substantial

South Asia
Afghanistan Transport Third highway project C0927 18 18 Jun-79 Jun-84 13282 PCN Not Rated Not Rated Negligible
Bangladesh Agriculture Second forestry project C1634 28 10 Nov-85 Jun-92 13043 PCR Satisfactory Likely Substantial

Agriculture Shrimp culture project C1651 22 8 Jan-86 Jun-93 13679 PCR Satisfactory Uncertain Moderate
Energy Industrial energy efficiency project C 1942 11 11 Jun-88 Jun-95 13765 PCN Unsatisfactory Unlikely Negligible
Transport Chittagong port project C1247 67 24 May-82 Dec-92 12960 PCR Satisfactory Likely Negligible

India Agriculture Agricultural aviation project C0230 6 6 Oct-70 Dec-74 13217 PCN Not Rated Not Rated Not Rated
Agriculture Third national cooperative devel. corporation project C1502 220 31 Jun-84 Jun-92 13140 PCR Unsatisfactory Unlikely Moderate
Agriculture Kerala social forestry project C1514 32 6 Jul-84 Mar-93 13588 PCR Satisfactory Uncertain Moderate
Agriculture National agricultural extension project C1523 39 6 Oct-84 Mar-93 13696 PCR Satisfactory Uncertain Substantial
Agriculture Second national agricultural extension project C1569 49 12 Mar-85 Mar-93 13632 PCR Satisfactory Uncertain Moderate
Agriculture National social forestry project C1611 165 11 Jun-85 Mar-93 13698 PCR Satisfactory Uncertain Moderate
Agriculture Himalayan watershed management project L2295 46 18 May-83 Sep-92 12875 PCR Satisfactory Uncertain Moderate
Energy Cambay Basin petroleum project L2403 243 29 Mar-84 Oct-92 13683 PCR Highly Satisfactory Likely Negligible
Finance Fifth industrial credit L0340 30 3 Jun-63 Apr-78 13253 PCN Satisfactory Likely Not Rated
Human Resource Fourth population project C1623 51 13 Jul-85 Mar-94 13785 PCR Satisfactory Uncertain Moderate
Industry Third fertilizer project L1743 250 250 Jun-79 Nov-84 13059 PCN Not Rated Not Rated Not Rated
Transport National highway project L2534 200 97 May-85 Dec-93 13644 PCR Unsatisfactory Unlikely Negligible

Nepal Agriculture Third rural development project C1727 19 14 Jul-86 Jul-93 13629 PCR Unsatisfactory Unlikely Negligible
Program & Policy Second structural adjustment credit C2046 60 0 Jun-89 Jul-92 12871 PCR Satisfactory Likely Substantial

Pakistan Agriculture Sixth salinity control and reclamation project C0754 70 4 Dec-77 Jun-92 12889 PCR Satisfactory Unlikely Negligible
Agriculture Salinity control and reclamation project C0877 60 0 Jan-79 Jun-92 12890 PCR Satisfactory Likely Negligible
Agriculture Baluchistan Minor irrigation and agr. devel. project C1243 14 0 May-82 Dec-93 13494 PCR Satisfactory Likely Moderate
Agriculture Command water management project C1487 47 1 May-84 Dec-92 13428 PCR Satisfactory Likely Moderate
Agriculture Baluchistan agr. extension and adaptive research C1533 8 1 Dec-84 Jun-92 12893 PCR Unsatisfactory Uncertain Moderate
Finance Second small industries project C1499 50 3 Jun-84 Jun-92 13182 PCR Unsatisfactory Uncertain Negligible
Finance Second industrial investment credit project C1646 150 2 Jan-86 Dec-92 13124 PCR Satisfactory Likely Moderate
Industry Fauji Agrico fertilizer project L1400 55 55 Apr-77 Dec-80 13198 PCN Not Rated Not Rated Not Rated
Urban Lahore urban development project C1348 16 3 Apr-83 Dec-92 13420 PCR Satisfactory Uncertain Substantial

Sri Lanka Agriculture Second dairy development project L2576 38 38 Jun-85 Dec-91 12894 PCN Not Rated Not Rated Not Rated
Finance Third small and medium industries project C1860 20 1 Dec-87 Jun-93 13199 PCR Satisfactory Uncertain Moderate
Transport Second roads project L2517 24 0 Apr-85 Dec-92 13276 PCR Satisfactory Likely Moderate



〕一＿一 ＿一＿一
-－一 一 ＿他一言一 州

一 ＿＿一＿:＿〕 一＿一’一〕


