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. Regional Outlook
* ECA was the hardest hit region by the crisis and faces structural challenges
going forward

Il. Post-Crisis Development Challenges/ Strategic Themes
* Consistent with the post-crisis strategy presented last year, three core
strategic pillars for the Bank’s work in ECA: 1) Competitiveness; 2)
Inclusion; and 3) Climate Change

lll. Operational Responses to Long-term and Short-term
Challenges

* Demand for Bank knowledge and financial products remains above pre-
crisis levels and the Bank has contributed towards stability and recovery in
the region

IV. Organizational Set-up to Deliver
* In order to deliver, we are organized to: leverage our country offices;
increase selectivity; improve quality and disbursements; and achieve results

REGIONAL STRATEGY

UPDATE



REGIONAL STRATEGY
UPDATE




ECA is a diverse region (30 countries, 480 million people)
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Ksignificant growth /

Significant growth for many
countries, driven by trade,
capital flows, and remittances

Rapid decline in poverty and
significant achievements in
meeting MDGs

Expansion of EU with 10 ECA
countries joining the EU and

converging fast to EU income
levels

Growth fueled by foreign
savings and high commodity
prices

Aging populations in many
countries

Aging infrastructure and skills
become key constraints

Most energy inefficient region

Structural issues masked by
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'ECA was the hardest hit by the crisis: growth declined more than In any other region and it has
been the slowest to recover, fiscal balances deteriorated, private capital flows and FDI
declined sharply (partially offset by rise in official flows), unemployment and poverty went up,
and financial sector weakness was exposed.
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e | REGIONAL OUTLOOK — IMPACT OF THE CRISIS ON THE BANK’S ECA REGIONAL STRATEGY

Overview of ECA Regional Post-Crisis Strategy
Presented to the Board in March 2010 Ge ECA post-crisis strategy\

that was presented to the
Sub- Board last March was
ApRSrgcl)zrc]st predicated on the crisis
being a “game changer” for
the ECA region

e Structural weaknesses
were masked in the pre-
crisis boom years

Scale up and Focus on Develop :
T " * E
Diversify Competitiveness, closer CA was Ilkc?ly to be the
Financial Ialusien 2 regional slowest region to recover
HTERIEE Climate Change PEIRETS 2 with significant risks
S A going forward

e Client demand for
knowledge and financial
support will be higher
than pre-crisis levels

Customize

Knowledge

Services K /




= REGIONAL OUTLOOK — GROWTH RETURNING, BUT CHALLENGES REMAIN
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Growth returned to most ECA countries in 2010. But challenges remain. The sources of
growth in the pre-crisis years are unlikely to return quickly (capital flows and export
growth). Countries will need to find a new growth model based on competitiveness and
innovation. Fiscal consolidation will be required, jobs will need to be created, the
financial sector will need to be strengthened, and vulnerability to the food and
commodity crisis will require attention. In addition, long-standing issues such as an aging
population, skills, infrastructure, energy inefficiency, and climate change vulnerability

need to be addressed. 7
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“ll—  POST-CRISIS DEVELOPMENT CHALLENGES/ STRATEGIC THEMES — ALIGNMENT WITH PCD

Stratggic Pillars for the ECA region are aligned with World Bank Group Strategic Priorities

WBG Priorities

Create Opportunities
for Growth and
Employment

Target the Poor and
the Vulnerable

Strengthen
Governance and
Institutions

Engage in Global
Issues

Manage risk and
prepare for crises

ECA Strategic Pillars
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Climate Action for
Sustainable Growth
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ECA Challenges

Drivers of pre-crisis
growth (capital flows
and strong growth in

export markets) are

unlikely to return quickly

Social inclusion and
equity issues will grow in
importance, but will be
tougher to address in a
period of fiscal
consolidation

The need to improve
energy efficiency and
vulnerability to climate
change will grow




—— i3 PosT-CRISIS DEVELOPMENT CHALLENGES/ STRATEGIC THEMES —

~  — ECA STRATEGIC-PILLAR |: DEEPENED REFORMS FOR IMPROVED COMPETITIVENESS

wRestoring growth and convergence requires tackling bottlenecks to
Deepened competitiveness, faster productivity growth, and more integration

Reforms for wKey areas include: improved investment climate and governance;
Improved Relevant skills; stable and efficient financial intermediation; energy and

Competitiveness transport infrastructure; composition and efficiency of public
expenditure and revenue mobilization

ECA countries need to focus on innovation as a Worker skills are an impediment to firm growth
source of growth in many ECA countries
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PosT-CRISIS DEVELOPMENT CHALLENGES/ STRATEGIC THEMES —

ECA STRATEGIC PILLAR ll: SOCIAL SECTOR REFORMS FOR INCLUSIVE GROWTH

Social Sector
Reforms for

Governments in ECA are bigger: Government spending is greater
share than in LAC and Emerging Asia (and Germany in 1960)

Government Expenditure, % of GDP

Inclusive
Growth

Share of Government Expenditure as a share of
GDP, latest year (Plot values reflect ECA Countries)
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wThe impact of the crisis, as well as longer-term demographic, economic,
and political forces call for policies that deliver equitable access to
services and inclusive growth

wKey areas include: increasing employment; increasing access to good
guality public services in health and education; modernizing safety
nets; developing a strategy to address remaining gender issues
(relatively good gender history in some); helping countries meet
remaining MDGs; and addressing poverty

wReform will be needed to reconcile social inclusion with fiscal constraint

Fiscal tightening will put pressure on governments to

rationalize safety nets and insurance

Spending on Social Safety Nets and Social
Insurance (including Pensions) as a % of GDP

B Social Safety Nets
Social Insurance

OECD Europe Middle
& East
Central
Asia 11

Latin East Asia South
America Asia



= S ~——1I.  PosT-CRisis DEVELOPMENT CHALLENGES/ STRATEGIC THEMES —
=0 ECA STRATEGIC PILLAR IlI: CLIMATE ACTION FOR SUSTAINABLE GROWTH

CIlmate wThe energy intensity and carbon footprint of GDP are high.
Action for wEconomically sound adaptation and mitigation investments are needed.
. w Delivering on both the climate change mitigation and adaptation
Sustainable agendas will require our biggest investment in new knowledge and
expertise to become cutting edge

Growth
Emission intensities—emissions per unit of Several ECA countries are vulnerable to
GDP—are also higher than in other regions. the effects of climate change
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EU15 includes member countries in the EU prior to 2004: Austria, Belgium, Denmark, Finland, France, Germany, Greedelirelandémbourg, Netherlands, Portugal, Spain, Sweden, United Kingdom.



Ill. OPERATIONAL RESPONSES TO LONG-
TERM AND.SHORT-TERM CHALLENGES
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. —OPEMTIONAL TRENDS FOR EA

The ECA strategy has been implemented and customlzed atthe country level to tackle the
Issues of competitiveness, inclusion and climate change. Our work has contributed to
maintaining stability, supporting a resumption in growth, and mitigating the social

impact of the crisis
2 .

CU2 (Ukraine, Moldova,

1 Belarus): Increased focus

ECCU5 (New Member i on governance and
States + Croatia): institution building, while

Significant growth in supporting the recovery

demand for Bank J
products and services,
including FBS 4
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ECCU4 (Western Balkans):
Leveraging financial
resources using

innovative approaches
(e.g., Guarantees, W"’;U"
, Partnerships) |

ECCU3 (South Caucuses):
Supporting the recovery
in some of the hardest hit

: countries by the crisis
@ Progle
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ECCUG (Turkey): Expansion of
country partnership program
during global crisis,
strengthened focus on
competitiveness, jobs, clean
energy, and energy efficiency

-

ECCU1 (Russia):
Engagement at the global,
regional and country Level,

including resumption of
lending and supporting
emerging donor role

RUSSIAN I?ES@IEIBQIHI@{L

ECCUS8 (Central Asia):
Stable high demand with
increased focus on sub-
regional approaches and

meeting health MDGs

UZBEKISTAN 7




SUB-REGIONAL APPROACHES

OPERATIONAL RESPONSES TO LONG- AND SHORT-TERM CHALLENGES —

But also has focus on achieving results in sub-regional areas
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Southeastern

Regional Solutions
Supporting regional
dialogue and
solutions in Energy,
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Disaster Management
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Roma Inclusion
Analytical work on Roma
Inclusion; Support for Roma

Selected examples

Education Fund and
4550 RS 2F w2
Working closely with the EC,
including on Monitoring EC
funded programs that
benefit Roma through FBS
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@ Moscow

: Vie enter.
EPARI .
Helping to improve the
business environment in
ECA countries through
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corporate reporting

Central Asia:
Management of
Water and Energy
Development of Central
Asia Energy and Water
Program; Continued
Country Level Dialogue
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.  OPERATIONAL RESPONSES TO LONG- AND SHORT-TERM CHALLENGES -
= SCALING UP AND DIVERSIFYING FINANCIAL PRODUCTS

* Lending volumes more than doubled during the crisis and will remain
above pre-crisis levels: From ~$3-4B pre-crisis to $9.3B in FY09, $10.8B in
FY10, and ~$6.4B in FY11

 Product mix has shifted towards DPLs in response to need for financing
and focus on reforms

 Developing customized products (e.g., Policy Based Guarantees, Results
Based Lending)

Total ECA Commitments (Sb) Total ECA Commitments by Instrument (Sb)

12 -

 DPL
10 10 - ML
8 8

6 6

4 4 -

2 _ 2

0 2003 2004 2005 2006 2007 2008 2009 2010 2011 0 : : :

M IBRD Commitments © IDA Commitments FYO8 FY09 FY10 FY11E
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. OPERATIONAL RESPONSES TO LONG- AND SHORT-TERM CHALLENGES —
KNOWLEDGE.TO ACHIEVE COMPETITIVENESS, INCLUSION AND CLIMATE CHANGE

The region is bringing global knowledge to ECA clients to tackle competitiveness, inclusion,
and climate action, as well as bringing ECA knowledge to Bank clients throughout the
World(South{ZdzuK 1y26ft SRIS GNFYaFSNUL FyR f
ECA Delivered 186 AAA Products in FY10
(Percentage by Strategic Pillar)

f P \fS% \ KPost-Crisis Growth \

6%

Regional Flagships and Reports

* Financial Sector

8% * Health
o% 13% * Skills
M Deepened Reform for Improved Competitiveness ° U I t d J b C t.
B Social Sector Reforms for Inclusive Growth nemp Oymen an o reation
m Climate Action for Sustainable growth H
B Public Sector Management ° Innovatlon

B Economic Growth Analysis and Monitoring

\ Cross Cuting / \*Energy Efficiency /

Selected Knowledge Strengths in ECA Selected Areas where we are building capacity

KConsequences of aging (pensions\ / \

& LT care
. ) . . * Climate Change Mitigation
* Fiscal reform in the social sectors ) )
. * Climate Change Adaptation
* Social Safety Nets . . e s
* Innovation and Diversification

* Public sector management .. )
. . * Policies to support job growth
* Financial sector

* Corporate accounting and

\reporting j K j 17




Il OPERATIONAL RESPONSES TO LONG- AND SHORT-TERM CHALLENGES — KNOWLEDGE AND
FINANCIAL PRODUCT EXAMPLES TO ACHIEVE IMPROVED COMPETITIVENESS

Deepened Reforms for Improved Competitiveness

-

Private Sector Development and Export Diversification )
Contributed to helping countries lay out their policy priorities and vision for recovery, improve
their investment climate and diversify their exports through DPLs (Armenia, Georgia), Guarantees
(Serbia Policy Based Guarantee), and CEMs and other knowledge products (sub-national DB in Russia,

high level brainstorming sessions in Armenia, Azerbaijan, and Kazakhstan) )

Financial Sector Development )

Contributed to financial stability and improving access to finance through Investment Lending for
Credit Lines to support SME Access to Finance (Turkey, Bosnia, and Croatia), DPLs to stabilize the

financial sector (Serbia, Montenegro, Kazakhstan, Hungary), and knowledge products (FSAPs, TA on
Bank restructuring) )

Public Sector Reform and Fiscal Management )
Contributed to improved efficiency of public expenditures and fiscal reform through DPLs (Latvia,
Romania, Bosnia, Turkey, Georgia, Armenia, Tajikistan, Albania), IL for tax administration (Kazakhstan
and Ukraine) and justice sector reform (Azerbaijan, Romania and Croatia), and Knowledge Products

(CEMs, PERs, TA) Y,

Energy and Transport A

Contributed to improvements in infrastructure through IL lending for roads (Kazakhstan, South
Caucuses) and improving infrastructure services delivery through public sector reforms to improve

governance and delivery of transport and energy (Romania through FBS) )

18



— 111, OPERATIONAL RESPONSES TO LONG- AND SHORT-TERM CHALLENGES — KNOWLEDGE AND
= FINANCIAL PRODUCT EXAMPLES TO ACHIEVE INCLUSION AND CLIMATE ACTION

Soclal Sector Reforms for Inclusive Growt

4 Social Service Delivery )
Improving health and education through Investment lending for health system improvements

(Montenegro, Tajikistan, Uzbekistan), education quality (Kazakhstan), and knowledge products (health and
skills regional reports)

. J

4 Social Protection and Job Creation )
Contributed to improvements in social safety nets and insurance through pension reforms (DPLs in

Ukraine, Armenia, Serbia, Kosovo), improving the efficiency of targeted social protection (DPLs in Moldova,
Georgia, Bosnia, Latvia) and knowledge products (public policy responses to unemployment, FBS on Roma,
\female employment in Turkey) )

Climate Action

4 Mitigation )
Contributed to improved energy efficiency in ECA countries through the IL and Clean Technology Fund
investments (Turkey, Ukraine, Armenia), Lines of Credit for Energy Efficiency (Albania, Turkey), DPL lending

(Turkey), and Analytical Work (e.g., low carbon economy in Poland, Macedonia green growth, created small
\Z)/}\u AY | KAST 902y2YAaiqQa 2FFAOS G2 )\YLJNEQS)

( Adaptation )

Contributing to helping ECA countries adapt to climate change through pilot program that includes
knowledge and investments for climate adaptation (Albania, Tajikistan, Moldova, Macedonia, Uzbekistan,
Serbia and Croatia)

. _
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. OPERATIONAL RESPONSES TO LONG- AND SHORT-TERM CHALLENGES —
STRENGTHENING PARTNERSHIPS

Leveraging Our Resources Through Closer Cooperation with Donors is Critical

Bilateral Donors

Traditional Donors 5 o

o!dz 2 UNAFY AYyOfdzRSa 7Tdzy
Center for Financial Reporting reform and for
REPARIS covering 8 countries in SEE

0 Italy: includes TA in the Western Balkans for social
development

0 Netherlands: includes support for education
modernization in FYR Macedonia

0 Switzerland: includes support for Central Asia
Energy and Water Development and cofinancing
operations in Central Asia

0 Sweden: includes cofinancing and TA in the
Western Balkans

0 USAID: includes cofinancing for the sustainable
employment DPL in Kosovo

0 UK DFID: includes cofinancing projects and TA in
Central Asia

Emerging Donor

0 Russia: includes support for food crisis response
(Tajikistan, Kyrgyz), rapid social response
(Tajikistan), ECA Public Expenditure Management
Peer Assisted Learning (PEMPAL), and public
finance management.

R A

Multilateral Donors
European Commission

3 éloge%araérsﬁ%g‘mfltlz‘tll\]e)I%L)Saﬁd itstirRtitltions’ ! |°

during the crisis

0 Innovation: FBS service operations are being
developed in Bulgaria and Romania that will be
financed by EC structural funds

0 Bank-EU Collaboration: Country Days (Western
Balkans, Turkey, Southern Caucasus,
Ukraine/Moldova/Belarus done, Central Asia in
Feb.) between Bank and EC country teams with
an explicit goal of strengthening cooperation.

0 EU Trust Fund resources complementing Bank
operations (e.g., Kyrgyz Republic)

0 Closer cooperation on Roma issues (EU strategy
as well as specific country policies and programs)

IFls
0 Joint Vienna Initiative with EBRD and EIB

0 Closer cooperation with EIB and EBRD in New
Members States, Balkans and Neighborhood

0 Cooperation with CEB on Inclusion Issues (MoU
and regular operational follow-up)

0 MOU with Eurasian Development Bank

0 EurAsEc Anti-Crisis fund provided parallel
financing for low-income ECA countries

0 Cooperation with ADB on Water and Energy in
Central Asia 20




ik PosT-CRISIS DEVELOPMENT CHALLENGES/ STRATEGIC THEMES —
ALIGNMENT WITH IFCAND MIGA

IFC Development Goals in the ECA Region:

Examples of IFC Cooperation

\_

/ Joint CASs Joint and Coordinated Investments Joint Advisory \

* Albania « Russia « Power & Water (Central Asia) « Energy Efficiency, Renewable

* Azerbaijan « Tajikistan « Sub-national investments Energy, and Cleaner Production

* Belarus * Turkey (Kazakhstan, Russia) (Balkans, Russia, Ukraine)

* FYRMacedonia « Ukraine « Clean Technology Fund (Turkey)  + Investment Climate (Armenia,

* Kyrgyz Republic « Uzbekistan - Corporate Bond Market (Turkey) Azerbaijan, Belarus, Kyrgyz
» PPPs (Balkans, Russia) Republic, Albania, Macedonia,
 Joint IFI Action Plan (Regional) Tajikistan, Ukraine)

» Corporate Governance (Azerbaijan)

Examples of MIGA Cooperation

[

Close Cooperation in the Financial Sector (Joint IFI action plan, Ukraine) in order
to maintain financial stability and access to finance

|
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fHow the Region is Meeting Increased Demand with ™\
Declining Resources

1. Leveraging our country offices

2. Making difficult trade-offs and being more selective

3. Improving quality and disbursements

\4. Focusing on results )
23 Country Offices + 2 Satellite Offices (Vienna & Brussels) Leveraging our \
14 co-located with the IFC Country Offices
60% of staff based in
Country Offices

Leveraging our local
presence to serve both
clients and partners — key
source of comparative

RUSSIAN FEDERATION

RUSSIAN
FED.

advantage
o~ o O Shifting Task Management
ukums - b to the field
e : ) v - - Subject to budget, planning
e o G - to relocate Country
whe e, [ o Directors from DC /
MACEDONIA ARMENA i
.



—=1\.  ORGANIZATIONAL SET-UP TO C

LECTVE

-
Country Assistance Strategies are the basis for selectivity --

LRSYuATeAy3d O2dzyuNE ySSRa | yR

~ y,

Such a diverse range of clients, increased demand and limited resources requires tradeoffs

/ Less \
*Small projects

e Activities where others have a
comparative advantage

W .
More

» Additional financing and scaled-up projects

* Tailored analytical work and FBS

* Coordinating financing and knowledge
with development partners

\_ )
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Satlsfactory Outcome Trend (IEG)

=4-—=ECA =ll=Bank

ﬁCA is Improving Qualim

S 95% -

and Disbursements £ 8% -
* Created onJuly 1, 2010 the A ] v% 75% - 0% - — —n
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Safeguards and expanded Quality

Unit (with TF, FBS and K&L) Total Disbursements by FY (DPL + IL

* Harmonizing and streamlining of = IBRD
processes for all products resulting 10000 - = IDA
in clarified quality and 8000 -
accountability s 6000 -

. 2 4000 -

* Compulsory core operational S 000 l l
training for TTLs established in ECA: 0 - .
over 80% completion FYO7 FY08 FY09 FY10 FY11E

* High intensity effort to fix low Disbursement Ratio Trend (IL)

disbursements through specially
commissioned QAG review, RVP

. . . =——FCA -——Bank
chaired reviews, and learning 30% -
* Progress still needed on FBS: more 25% -
i 1 ZM 26%
systematic quality assurance and 20% - 21%
organizing ourselves for this 14%
& & 15% - 19% 18% 18% 19%

growing business 14%
10% T T T T 1
FYO7 FYO08 FY09 FY10 FY11-YTD 25




ORGANIZATIONAL SET-UP TO DELIVER — FOCUSING ON RESULTS

=

World Bank — Azerbaijan Partnership
Program Snapshot

THE WORLD BANK
FINANCING

TO ALBANIA

IRCR N
5.5
B

World Bank - Ukraine Partnership
Program Snapshot

World Bank - Belarus Partnership
Program Snapshot

COUNTRY PR&GRAM SNAPSHOTS ‘» &
http://www.worldbank.org/eca/countrysnapshots

World Bank - Tajikistan Partnership
Program Snapshot

&
&
=
e

orld Bank — Uzbekistan Partnership
Program Snapshot

'WORLD BANK - POLAND PARTNERSHIP
FROGRAM SNAPSHOT

o ——

& e

=) v, {
95 m g
. ®

WORLD BANK

15 years of Partnership

World Bank — Romania Partnership
Program Snapshot

WORLD BANK IN KOSOV(C
PROGRAM SNAPSHOT

World Bank — Russian Federation

‘World Bank — Bulgaria Partnership sk o Programs ok
artnership Program Snaps|

Program Snapshot

PROGRAM SNAPSHOT

World Bank - Turkey Partnership
Program Snapshot

January, 2011

World Bank - Kazakhstan Partnership
Program Snapshot

) &
e &
-

: h

World Bank - Serbia Partnership
Program Snapshot
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http://www.worldbank.org/eca/countrysnapshots

Conclusion

. Regional Outlook
* ECA was the hardest hit region by the crisis and faces structural challenges
going forward

Il. Post-Crisis Development Challenges/ Strategic Themes
* Consistent with the post-crisis strategy presented last year, three core
strategic pillars for the Bank’s work in ECA: 1) Competitiveness; 2)
Inclusion; and 3) Climate Change

lll. Operational Responses to Long-term and Short-term
Challenges

* Demand for Bank knowledge and financial products remains above pre-
crisis levels and the Bank has contributed towards stability and recovery in
the region

IV. Organizational Set-up to Deliver
* In order to deliver, we are organized to: leverage our country offices;
increase selectivity; improve quality and disbursements; and achieve results
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