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Complex cross-border projects represent high-risk endeavors that can benefit from
WBG guarantees. Phato courtesy of Sasol, a gas pipeline project guaranteed by
MIGA and the World Bank.



APPENDIX A: EVALUATION METHODOLOGY

The evaluation covers World Bank Group (WBG)
guarantee operations from 1990 to 2007. The
evaluation used the methods outlined here to
gather evidence and compile the evaluation.

Literature and Project

Documentation Review

The Independent Evaluation Group (IEG) un-
dertook a broad review of both internal and ex-
ternal literature on guarantees and political risk
mitigation instruments. The IEG team reviewed
a number of documents:

* All WBG policy documents related to the use
of guarantee instruments since the late 1980s

* WBG analytical reports on guarantee instruments

* Relevant country and sector strategy documents

* Guarantee project approval, supervision, and
completion/evaluation reports

* Administrative guidelines from the World Bank,
the International Finance Corporation (IFC),
and the Multilateral Investment Guarantee
Agency (MIGA) that address the conditions and
procedures relevant to the use of guarantees.

The external literature included major publications
on political risk mitigation (PRM) and credit en-
hancement; journal articles; and research con-
ducted by private sector practitioners, academics,
and other multilateral and bilateral development
agencies.

Data Collection and Processing

The IEG team also extracted considerable internal
data on the use of guarantee instruments from in-
stitutional databases such as IFC online databases,
including the Management Information System
and the Resource Management System. These in-

cluded project information on all guarantee op-
erations conducted in the WBG since 1990. These
data were then matched against a range of crite-
ria, including the WBG'’s lending eligibility criteria,
host countries’ income level classification, Insti-
tutional Investor Country Credit Rating country risk
classifications, project size, project mobilization
data, processing times and costs, and so forth.

Data on normal IFC lending operations and Bank
infrastructure lending were also gathered to en-
able some comparison between the instruments.
Data on joint projects were collected to assess co-
operation among the three institutions. IEG also
reviewed all IFC investment operations during a
set sample period (fiscal 2005-07) to extract those
in which PRM was identified as a primary ration-
ale for IFC engagement in the project. The review
also examined the eligibility criteria, nature of
coverage extended, types of clients, and pricing
structure used in political mitigation instruments
across the WBG.

The evaluation also drew on external data
sources. External data included LoanWare, mar-
ket reports, and Berne Union data. Using data
from the LoanWare database, an analysis of the
market for loan guarantees was conducted that
covered the period of 1993-2007 (during which
period there are 113,661 deals recorded, of which
approximately 8 percent were guaranteed.) A
background report with this analysis is available
on request.

Staff Interviews

The IEG team interviewed some 50 staff from
MIGA, IFC, and the Bank who were experienced
in the use of WBG guarantee instruments.
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IEG conducted a survey of WBG staff who have
worked with guarantee instruments. The objec-
tive of the survey was to solicit staff views about
the use and effectiveness of guarantee instru-
ments. The survey questionnaire, which was e-mail
based, was sent to 363 preselected staff on the
basis of their current or previous experience with
guarantees. Of those, 206 staff responded to the
survey; responses included a range of comments
that were used in the evaluation. The breakdown
of survey response rates as well as an overview of
key results is presented in appendix B.

External Interviews

IEG interviewed several external stakeholders
located in Washington, DC, London, Paris, Brus-
sels, and Luxembourg. These included private
companies and commercial banks that are clients
of WBG guarantee instruments, the Berne Union
(a consortium of other providers of political risk
insurance), brokers of political risk insurance,
other multilateral providers of guarantees, and na-
tional export credit agencies engaged in the pro-
vision of guarantees.

Review of Other Multilateral/

National Providers of Guarantees

IEG undertook a desk review of the organi-
zational structure and guarantee operations of
several other providers of guarantees. These in-
cluded both multilateral providers and export

credit agencies. Among the multilaterals reviewed
were the African Development Bank, European
Investment Bank/Enhanced Integrated Frame-
work, the European Bank for Reconstruction
and Development, the Asian Development Bank,
the Nordic Investment Bank, and in general
terms Islamic Development Bank/Islamic Cor-
poration for the Insurance of Investment and
Export Credit, Ceylon Electricity Board, and Afri-
can Trade Insurance Agency/ACA. Export credit
agencies reviewed included Finnvera, Office
Nationale du Ducroire (Belgian Export Credit
Agency)/Delcredere, and the Commonwealth
Development Corporation. In addition, some
information was gathered on guarantee activities
of the Groupe Agence Francaise de Developpe-
ment and its private sector arm, Proparco. A
background report compiled during this review
is available on request.

External Reviews

The report benefited from external reviews. Three
external experts provided comments and feedback
on the evaluation: James Hanson, a former WBG
staff and financial sector expert; Professor Marshall
Meyer of the Wharton School of Business, who is
an expert in organizational design; and Bob Chest-
nutt, a practitioner with long experience in de-
veloping infrastructure projects in Africa, including
with the participation of the World Bank, IFC,
and MIGA.



APPENDIX B: WBG GUARANTEES STAFF SURVEY

As part of the evaluation of WBG guarantee in-
struments, IEG conducted a survey of WBG expert
staff between February 6 and 25, 2008 (see at-
tachment on page 106). The objective of the sur-
vey was to solicit views about the use and
effectiveness of guarantee instruments. The sur-
vey questionnaire, which was e-mail based, was
sent to 363 preselected staff on the basis of their
current or previous experience with guarantees.
The total number of responding staff was 206. The
breakdown of staff and their respective response
rate is shown in table B.1.

Table B.1: Staff Survey Responses

World Bank 61 459
IFC 243 52.6
MIGA 59 84.8
Total 363 56.4

Source: |EG survey.
Note: IFC = International Finance Corporation; MIGA = Multilateral Invest-
ment Guarantee Agency; WBG = World Bank Group.

WBG staff are familiar with their own products
but not with the guarantee products of other WBG
institutions (see table B.2). Most Bank staff were
familiar with their own instruments as Interna-
tional Bank for Reconstruction and Development
(IBRD)/International Development Association
(IDA) Partial Risk Guarantees (PRGs), IBRD Partial
Credit Guarantees (PCGs), and Policy-Based Guar-
antees. Bank staff were also familiar with MIGA po-
litical risk insurance (PRI) as much as their own
products; however, except for IFC PCGs (a little less
than half), less than one-third of staff were famil-
iar with IFC guarantees. As reported, more than

two-thirds of IFC staff were very familiar with many
of their diversified products—PCGs, Risk-Sharing
Facilities (RSFs), PRGs, and the Global Trade Fi-
nance Program (GTFP), but less than half knew
about MIGA PRI. Only one-fifth of IFC staff were
familiar with IBRD/IDA products. Compared with
the Bank and IFC staff, MIGA staff were more fa-
miliar with the other two institutions’ products, es-
pecially with Bank guarantees. However, less than
half of MIGA staff reported being familiar with IFC
guarantees. As is seen above, Bank and MIGA staff
are familiar with products of the other institution,
but not with those of IFC. In contrast, IFC staff are
not familiar with products of either the Bank or
MIGA.

According to the WBG staff, the most critical ben-
efits of the WBG guarantee instruments were
enhanced image of financial soundness and
improved financing terms (rates and tenors).
More than 85 percent of WBG staff felt that this
was the case.

In addition to these two common benefits, staff also
pointed out several other benefits. For IBRD/IDA
PRGs and PCGs, most Bank staff reported that the
WBG’s role as an honest broker and IBRD/IDA’s as-
sistance in securing other investors and structur-
ing finance were other critical benefits.

For IFC PRGs and PCGs, about 75 percent of IFC
staff reported that IFC’s technical and economic
appraisal of the project and assistance in securing
other investors and structuring finance were also
important benefits. In MIGA, more than 70 per-
cent of staff felt that the WBG’s role as an honest
broker and MIGA's assistance in securing other in-
vestors and structuring finance were additional
benefits of their PRI product. Ability to provide
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Table B.2: Staff Familiarity with WBG Guarantee Instruments

Source: EG survey.

Note: CLG = credit-linked guarantee; GOLF = Global Offshore Liquidity Facility; GTFP = Global Trade Finance Program; IBRD = International Bank for Reconstruc-
tion and Development; IDA = International Development Association; MIGA = Multilateral Investment Guarantee Agency; PBG = Policy-Based Guarantee;
PCG = Partial Credit Guarantee; PRG = Partial Risk Guarantee; PRI = political risk insurance; RSF = Risk-Sharing Facility; WBG = World Bank Group.

assistance in securing other investors and struc-
turing finance were seen as additional critical ben-
efits of WBG guarantee instruments by a majority
of staff in all three institutions.

Staff had varied views on which products could
be substituted by another. The survey results in-
dicate that there is no clear consensus on which
products can be substituted by the others across
the institutions.

¢ World Bank. In the Bank, a significant number
of opinions on substitutes were collected only
for the PRG instrument. According to WBG staff
who are most familiar with IBRD/IDA PRGs, this
product can have as many as seven different sub-
stitutes within and outside its originating insti-
tution. Although about 30 percent of WBG staft
responded that the product has no substitute,
about 70 percent suggested substitutes. Here
one-third reported that it can be substituted by

IBRD/IDA lending, one-fourth by MIGA's PRI, and
one-fifth by IBRD PCGs (table B.3).

IFC. In IFC, staff suggested substitutability
of several instruments. About 15 percent of
staff familiar with this product felt that it had
no substitute; more than 85 percent reported
that it was substitutable. From those, about 40
percent felt that it can be substituted by IFC’s
direct investment and about one-fourth by
RSFs. Though not significant, there were also
views suggesting substitutability of IFC PCGs
by IBRD PCGs, IFC CLGs, PRGs, Global Of-
fensive Liquidity Facility, and GTFF, and IBRD/
IDA lending. As for RSFs, though about 20
percent of staff reported that the product has
no substitute, another 20 percent reported
that it can be substituted by IFC’s direct in-
vestment, and about one-third suggested its
substitutability by IFC PCGs and PRGs. An in-
significant proportion of staff suggested sub-
stitutability of RSFs by GTFP. As for IFC PRGs,
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Table B.3: Suggested Substitutes of WBG Guarantee Instruments

Source: EG survey.

Note: GOLF = Guaranteed Offshore Liquidity Facility; GTFC = Global Trade Facility Program; IBRD = International Bank for Reconstruction and Development;
IDA = International Development Association; IFC = International Finance Corporation; MIGA = Multilateral Investment Guarantee Agency; PBG = Policy-Based
Guarantee; PCG = Partial Credit Guarantee; PRG = Partial Risk Guarantee; PRI = palitical risk insurance; RSF = Risk-Sharing Facility; WBG = World Bank Group.

about two-thirds of staff reported their sub- was insignificant. In terms of GTFE, about half
stitutability by IFC’s direct investment. Al- of staff most familiar with this instrument
though there were views supporting their supported its nonsubstitutability, whereas

substitutability by RSF, CLG, IFC PCG, IBRD/ an insignificant proportion of staff suggested
IDA and IFC PRGs, and MIGA PRI, the rsponse that this product could be substituted by

Table B.4: Percent of Surveyed Staff Who Reported That the Change Is Important

Source: EG survey.
Note: IBRD = International Bank for Reconstruction and Development; IDA = International Development Association; IFC = International Finance Corporation;
MIGA = Multilateral Investment Guarantee Agency; WGB = World Bank Group.
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Table B.5: Reasons for Droppages of Guarantee Projects

Inadequate compliance with environmental or social guidelines 16.7 19 5.0
Another WBG agency provided the guarantee 0.0 19 10.0
Intermediate commercial banks withdrew from project 11.1 20.8 10.0
Underlying project technically or financially unsound 16.7 15.1 15.0
Government objected to the project 0.0 7.5 17.5
Another multilateral or bilateral agency provided the guarantee 278 13.2 20.0
A private firm provided the guarantee 16.7 9.4 27.5
Other 33.3 18.9 35.0
Processing time too long for client 44.4 43.4 40.0
Client proceeded with the project but without any guarantee involved 66.7 415 475
Cost of guarantee was too high for client 11.1 81.1 50.0
Client dropped the underlying project 222 28.3 55.0

Source: |EG survey.

Note: IBRD = International Bank for Reconstruction and Development; IDA = International Development Association; IFC = International Finance Corporation;

MIGA = Multilateral Investment Guarantee Agency; WBG = World Bank Group.

IBRD/IDA PRGs and lending and IFC’s PRGs,
RSFs, and direct investment.

* MIGA. As for MIGA’s PRI, about 40 percent of
staff supported the product’s nonsubsti-
tutability. From those staff that felt that it had
substitutes, one-fourth felt that it can be sub-
stituted by IBRD/IDA PRGs, and one-fifth felt
that it is substitutable by IFC PRGs and the
Global Offshore Liquidity Facility. Though there
were other views supporting substitutability of
PRI by IBRD policy-based guarantees, IFC PCGs,
RSFs, CLGs, and direct investment, the signif-
icance was low.

Changes Needed to Improve Instruments

A high proportion of staff felt that changes are
needed to improve the WBG’s guarantees in-
struments (table B.4). Overall, most staff felt
that reducing time and cost of processing guar-
antees and improving marketing are important for
improving WBG guarantee instruments. Whereas
these changes were supported by about 90 per-
cent of overall surveyed staff, investing in new
product development, offering more flexible con-
tract terms, clarifying WBG policies and guide-
lines to explain when guarantees are appropriate,

and offering more training to staff on guaran-
tees were also strongly supported across institu-
tions. In addition, MIGA and IBRD/IDA staff
stressed the importance of improving the coor-
dination within WBG institutions. Overall results
suggest strong support for these changes in all
three institutions.

According to WBG staff with experience, clients
proceeding with the project without a guaran-
tee and long processing times were the main
reasons for dropped guarantee projects. About
65 percent of IBRD/IDA staff, 50 percent of IFC
staff, and more than 80 percent of MIGA staff re-
ported having experience with dropped guar-
antee projects (table B.5).

According to about one-third of IBRD/IDA staff,
an involvement of another bilateral or multilat-
eral agency in providing the guarantee was an-
other decisive factor for the guarantee. About
40 percent of IFC staff took views in support of
the two reasons mentioned, but about 80 percent
reported that the droppages occurred because
the cost of the guarantee was too high for the
client. Moreover, clients dropping the underlying
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Figure B.1: Originator of Guarantees
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Source: 1EG survey.

Note: IBRD = International Bank for Reconstruction and Development; IDA = International Development
Assaociation; IFC = International Finance Corporation; MIGA = Multilateral Investment Guarantee Agency.

project and withdrawal of intermediate com-
mercial banks from the project were reported by
IFC staff as contributing reasons in one-fifth of
dropped guarantee cases.

In MIGA more than 40 percent of staff shared
views in support of the two common reasons,
whereas 50 percent pointed out a too-high cost
for the client and the client’s droppage of the
underlying project as reasons. About 20 percent
of MIGA staff reported that the involvement of a
private firm and a multilateral or bilateral agency
in provision of guarantees was another reason
for dropped guarantees.

Bank and MIGA staff reported that project spon-
sors/investors most frequently originated the re-
quest of guarantees (figure B.1). In contrast, in
IFC, marketing staff were the ones to most fre-
quently originate a guarantee. According to Bank
staff, mostly project sponsors, its other staff, its

marketing staff, and private commercial banks
originated guarantees. Compared with products
of other institutions, Bank guarantees were also
relatively frequently originated by host govern-
ment and staff of another WBG institution.

In IFC, as reported by about 80 percent and 60 per-
cent of staff, respectively, its marketing staff and
other staff play an important role in originating
guarantees. Private commercial banks and proj-
ect sponsors also approach IFC for a guarantee.
As IFC staff reported, host government and staff
in another Bank institution are the ones that are
least likely to originate its guarantees.

In MIGA, as reported by about 90 percent of
staff, project sponsors and private commercial
banks first approach MIGA for a guarantee. Ac-
cording to staff, its marketing staff and other
staff also play an important role in originating
guarantees.

105



THE WORLD BANK GROUP GUARANTEE INSTRUMENTS 1990-2007

106

Attachment: Survey Structure and Questions
The survey questions were structured to provide multiple choices as well as open-ended answers.

All staff were asked the following questions:

1. How familiar are you with the following WBG
guarantee instruments? (Check all that apply.)

Answer Options

IBRD Policy-Based Guarantees (PBG)

IBRD Partial Credit Guarantees (PCG)

IBRD/IDA Partial Risk Guarantee (PRG)

IFC Partial Credit Guarantee (PCG)

IFC Risk Sharing Facilities (RSF)

IFC Partial Risk Guarantees (PRG)

IFC Credit Linked Guarantees (CLG)

IFC Guaranteed Offshore Liquidity Facility (GOLF)

IFC Global Trade Facility Program (GTFP)

MIGA Political Risk Insurance (PRI)

Specify the level of familiarity: Not familiar / Barely
familiar / Somewhat familiar / Very familiar

2. Select the WBG guarantee instrument that you are
most familiar with.

Answer Options

IBRD Policy-Based Guarantees (PBG)

IBRD Partial Credit Guarantees (PCG)

IBRD/IDA Partial Risk Guarantee (PRG)

IFC Partial Credit Guarantee (PCG)

IFC Risk Sharing Facilities (RSF)

IFC Partial Risk Guarantees (PRG)

IFC Credit Linked Guarantees (CLG)

IFC Guaranteed Offshore Liquidity Facility (GOLF)
IFC Global Trade Facility Program (GTFP)

MIGA Political Risk Insurance (PRI)

3. In your experience, how critical are the following
benefits to clients for this guarantee instrument?

Answer Options

WBG role as honest broker

Enhanced image of financial soundness

Compliance with environmental and social standards

Improved financing terms (rates and tenors)

Your institution’s technical and economic appraisal of
the project

Your institution’s assistance in securing other
investors and structuring finance

Specify the level: Extremely critical / Somewhat
critical / Not very critical / Not at all critical / No
opinion

4. What other WBG instruments can substitute for
this guarantee instrument?

Answer Options
IBRD Policy-Based Guarantees (PBG)

SURVEY

IBRD Partial Credit Guarantees (PCG)
IBRD/IDA Partial Risk Guarantee (PRG)
IFC Partial Credit Guarantee (PCG)

IFC Risk Sharing Facilities (RSF)

IFC Partial Risk Guarantees (PRG)

IFC Credit Linked Guarantees (CLG)

IFC Guaranteed Offshore Liquidity Facility (GOLF)
IFC Global Trade Facility Program (GTFP)
MIGA Political Risk Insurance (PRI)
IBRD/IDA lending

IFC direct investment

None of the above

5. How might the delivery of this instrument be
improved?
Answer Options: Open

6. How important are the following changes for
improving your institution’s guarantee operations?

Answer Options

Improving its coordination with other WBG
institutions

Improving its marketing of guarantees

Clarifying its policies and guidelines, explaining when
guarantees are appropriate

Offering more training to staff on guarantees

Reducing the time and cost to process its guarantees

Offering more flexible contract terms

Investing in new product development

Specify the level: Extremely important/ Somewhat
important/ Not very important / Not at all important/
No opinion

1. Have you worked on a guarantee project that was
dropped before becoming effective?

8. If you had a project dropped, identify which were
the most likely reasons (select up to 5).

Cost of guarantee was too high for client

Client proceeded with project but without any
guarantee involved

Client dropped the underlying project

Processing time was too long for client

Intermediate commercial banks withdrew from project

Government objected to the project

Underlying project technically or financially unsound

Inadequate compliance with environmental or social
guidelines

Another WBG agency provided the guarantee.
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Another multilateral or bilateral agency provided the
guarantee.

A private firm provided the guarantee.

Other reasons (please specify)

9. Who typically first suggests that your institution’s
guarantees might be appropriate instruments for a
project?

Answer Options

Host government

Project sponsor

Private commercial bank
Marketing staff in your institution

Other staff in your institution

Staff in another World Bank institution

Specify frequency level: Frequently / Occasionally /
Infrequently / Never / No opinion

10. What immediate change would you make to
improve the WBG's guarantee program?

Answer Options: Open

11. What risk mitigation needs of clients are not met
by your institution’s guarantee instruments?

Answer Options: Open
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