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Leveraging through 
the International 

Financial Institutions

Some large developing countries are now 
global exporters of capital, technology, and 
entrepreneurial know-how. Yet, there are 
some 40 countries, with one-fi fth of the devel-
oping world’s population, with low incomes, 
slow growth, and poor progress on poverty 
reduction. Some countries are seeing a boom 
based on natural resources or manufactured 
exports. Others are suffering from deteriorat-
ing terms of trade or are losing market share 
in traditional exports. In this multipolar 
world, the IFIs face an array of clients with 
vastly different needs and aspirations. 

Nowhere is this change seen more clearly 
than in fi nancial markets. Eighty-six devel-
oping countries have ratings on their inter-
national bonds and have access to global 
capital pools in rich and developing coun-
tries. Flows of capital, goods, and technology 
to most developing countries are now domi-
nated by market forces rather than interme-
diated through official aid agencies. Many 
multinational firms are displaying greater 
social activism through their direct activities 
and through corporate philanthropy. With 
thousands of international nongovernmental 
organizations (NGOs), tens of thousands of 
developing-country NGOs, and hundreds of 
thousands of  community-based organizations 
in developing countries, the number of actors 
in development has grown signifi cantly.

The past year has seen a continuation 
of a trend of diminishing importance 
of the international fi nancial institu-

tions (IFIs) in terms of their net fi nancial 
fl ows. The multilateral development banks 
(MDBs) now account for only 8 percent of 
net offi cial development assistance (ODA). 
But this does not necessarily imply declining 
relevance. The true measure of the impact 
of IFIs in a rapidly changing global environ-
ment must consider the leverage—beyond 
fi nancing—in achieving collective action 
on development and implementing an ever-
more-important global and regional public 
goods agenda. The IFIs should be assessed 
on results, on policy change at the country 
level, on institutional learning, and on har-
monization and improved effectiveness of 
the aid architecture. Through their coun-
try operations, as well as their regional and 
global-level work, the IFIs are supporting the 
MDGs, linking these with poverty reduction 
strategies, medium-term expenditure frame-
works, annual budgets, specifi c investments, 
policies, and programs in each country.

The IFIs are operating in a world of rapid 
change. Developing countries generated 70 
percent of global growth in 2007.1 Three-
fi fths of the developing world’s population is 
living in countries that are growing strongly 
and where poverty is being reduced rapidly. 
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Many of these new organizations are 
focused on specifi c issues of hunger, envi-
ronment, education, health, or children—the 
so-called vertical funds that have become 
important. These agencies can promote 
efficiency by providing specialized exper-
tise and focused results, but they can also 
reduce effectiveness by complicating efforts 
to achieve policy coherence and by distort-
ing national priorities.

There is broad recognition that the devel-
opment architecture must change in response 
to these global trends. The year 2008 rep-
resents the midpoint for achievement of the 
Millennium Development Goals (MDGs). 
Ministers and senior offi cials from over 150 
countries will meet in September this year, 
in Accra, Ghana, at the Third High-Level 
Forum on Aid Effectiveness to recommend 
actions to ensure faster, broader, and deeper 
implementation of the Paris Declaration 
principles. They will also meet in Doha, 
Qatar, in December to follow up on the 
fi nancing for development arrangements ini-
tiated at Monterrey, Mexico, in 2002. These 
two events are likely to highlight that greater 
urgency is needed to scale up fi nancing for 
development and improve aid effectiveness. 

In 2007 IFIs continued the process of 
shifting strategies in response to the changed 
global environment. They defi ned new pri-
orities for differentiated clients, introduced 
new lending and nonlending instruments, 
and added more emphasis to regional and 
global public goods to complement their 
country-based approaches. At the same time, 
the IFIs continue to play their traditional 
roles in helping countries manage market 
turbulence and high and volatile commodity 
prices, as they are currently experiencing, 
and providing financing, knowledge, and 
technical assistance to countries. 

MDB operations increased in volume in 
2007, with a record $49 billion in gross dis-
bursements, refl ecting higher concessional 
fl ows and nonconcessional, nonguaranteed 
fl ows to the private sector. Total net non-
concessional fl ows turned slightly positive 
in 2007 after four years of being large and 

negative. Additional fi nancing was provided 
by the leverage obtained through cofi nanc-
ing and guarantee operations, which have 
been growing. 

Replenishment of concessional windows 
in 2007 constitutes a significant achieve-
ment. Growth in MDB nonsovereign, non-
guaranteed disbursements shows a shift 
toward greater support for the private sec-
tor. Africa, Asia, infrastructure, and higher 
education are areas seeing the most rapid 
increase in fi nancial support. International 
Development Association (IDA) financing 
for primary education fell. Evaluations sug-
gest that there has been a signifi cant under-
investment in regional projects.

The IFIs are devoting large and grow-
ing amounts of their own and trust-fund 
resources to knowledge activities and are 
decentralizing operations to strengthen 
dissemination. But the practical experi-
ences—both successes and failures—of mid-
dle-income developing countries are only 
just starting to be tapped. There appears 
to be strong demand for IFI knowledge ser-
vices from all types of clients, but the busi-
ness model for fi nancing knowledge needs to 
evolve. IFI revenues traditionally are based 
on lending and may not easily be deployed 
in middle-income countries where lending 
has declined or for regional and global pub-
lic knowledge goods. 

IFI results improved in 2007, in terms 
of selectivity, harmonization, and manag-
ing for results. But much remains to be 
done in terms of strengthening relevance 
and enhancing support to meet the MDGs. 
Although there are multiple IFI assessments, 
including self-assessments, these are non-
comparable and provide mixed results. 

In 2007 there is evident progress toward 
strengthening developing-country platforms: 
13 percent of low-income countries are 
deemed to have fully developed operational 
strategies, while another 67 percent have 
taken action to develop such strategies. In the 
former group of countries, a shift toward risk 
management approaches in delivery mecha-
nisms rather than ex ante control mechanisms 

143-178_GMR08_ch05.indd   144143-178_GMR08_ch05.indd   144 4/1/08   3:27:01 PM4/1/08   3:27:01 PM



L E V E R A G I N G  T H R O U G H  T H E  I N T E R N A T I O N A L  F I N A N C I A L  I N S T I T U T I O N S 

 G L O B A L  M O N I T O R I N G  R E P O R T  2 0 0 8  145

would permit greater use of country systems 
and speed disbursements without necessarily 
sacrifi cing effectiveness. The issues are more 
challenging in roughly 20 percent of coun-
tries—including most fragile states—where 
only rudimentary elements of operational 
development strategies exist. Fiduciary and 
effectiveness problems limit country capacity 
to absorb larger IFI resources.

The increased focus on regional and 
global public goods is welcome but requires 
that IFIs adapt internal structures to comple-
ment country-based approaches. New orga-
nizational structures have been developed 
in 2007, such as departments for regional 
activities, dedicated climate change teams, 
and international partnerships for health 
and trade. Climate change and environ-
mental management issues are being main-
streamed into country strategies. Effectively 
responding to the expanding global and 
regional public goods agenda will require 
continued adaptation and innovation.

New Strategic Frameworks
Each of the IFIs is adapting its strategy in 
light of global trends and recognition that 
more is needed to help many countries 
achieve the MDGs. Most countries face 
broader options in their fi nancing, but low-
income countries still receive little private 
capital (4 percent on average in 2000–05). 
Countries are also wrestling with issues of 
how to manage globalization in an inclusive 
and sustainable way, prompting them to 
demand more knowledge services from the 
IFIs. Globally, public goods in health, trade, 
fi nancial stability, and the environment have 
taken on greater prominence, and the IFIs 
are being called upon to respond. 

This year, the Asian Development Bank 
(ADB) discussed a report of an “eminent 
persons group” that laid out a long-term 
vision.2 The World Bank Group issued a 
document describing its long-term strategic 
challenges, and its new president outlined a 
vision for the institution.3 In 2006 the Inter-
national Monetary Fund (IMF) released a 

medium-term strategy, aimed at modernizing 
surveillance, strengthening crisis prevention 
in emerging market countries, and clarify-
ing its role in low-income countries. Build-
ing on this initiative, the Fund is currently 
refocusing its operations while maintain-
ing its strong engagement with low-income 
countries. The African Development Bank 
(AfDB) commissioned a high-level panel to 
advise on a medium-term strategic plan.4 
The European Bank for Reconstruction and 
Development (EBRD) implemented its Capi-
tal Resources Review 3 (approved in 2006). 
The Inter-American Development Bank 
(IDB) developed the Opportunities for the 
Majority and other new strategic initiatives.

Although each institution has tailored its 
new strategic direction to its own circum-
stances, there are some common themes. At 
the heart of the new strategies is a sense of 
rapid change in the world and of a shifting 
role of the IFIs to help countries manage 
change. The EBRD board has been explicit 
in “acknowledg[ing] the need for a change 
in the business model of the Bank in order 
to accomplish these objectives,”5 but all IFIs 
have introduced important shifts in strategy 
in the last year (table 5.1). 

These shifts fall under three broad 
categories: 

� A shift in client and business focus 
to promote inclusive and sustainable 
globalization

� An orientation toward knowledge and 
learning services

� A greater emphasis on global and regional 
public goods

Inclusive and Sustainable Globalization

While many countries have benefi ted from 
globalization, the gains are uneven. The IFIs 
are adapting their strategies to the reality 
that the benefi ts of globalization have been 
unevenly distributed both across countries 
and within countries. There is more that can 
be done to connect the “bottom billion” to 
the global economy. 
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Each of the IFIs is emphasizing selectivity 
in choosing clients that are most in need of 
assistance. Both the IMF and the World Bank 
Group are adapting their assistance to low-
income countries to take into account the new 
challenges faced by these countries; both IFIs 
also have developed new forms of assistance to 
fragile states. The IMF is using a new instru-
ment—the Policy Support Instrument—for 
supporting countries that have become mature 
stabilizers; this new instrument provides assis-
tance for the development of more advanced 
regimes and tools for macroeconomic policy 

making. The IMF has also reviewed its engage-
ment in postconfl ict and fragile states and has 
proposed a systematic medium-term approach 
under an economic recovery assistance pro-
gram that would be more closely aligned with 
specific country conditions and that would 
give greater emphasis to coordinated support 
for rebuilding capacity. The World Bank has 
established a framework for sustained engage-
ment in fragile states and an action plan for 
Africa. The AfDB is focusing on postconfl ict 
and postcrisis countries. The EBRD is shifting 
its focus away from the EU-8 accession coun-

TABLE 5.1  Strategic shifts by IFIs

IFI
Inclusive and sustainable 

globalization Knowledge and learning
Regional and global 

public goods

International 
Monetary 
Fund

Macro management of scaled-
up aid 

Economic recovery assistance 
program 

Emergency postconfl ict 
assistance

Modernizing surveillance 

Multilateral and regional 
consultations 

Assessing vulnerabilities to 
capital fl ows 

Policy support instrument

Financial stability 

Sovereign Wealth 
Funds

World Bank 
Group

Africa 

Fragile states 

Scaling-up aid delivery 

Middle-income countries 

Private sector development

Provide world-class knowledge 

Knowledge sharing and 
learning between clients 

Governance and anticorruption

Climate change 

Health 

Trade 

International fi nancial 
architecture

African 
Development 
Bank

Infrastructure 

Private sector development 

Middle-income countries 

Postconfl ict and postcrisis 
countries

Governance 

Economic and fi nancial reforms 

African experiences and 
perspectives

Regional integration 

Environment and 
climate change

Asian 
Development 
Bank

Infrastructure 

Financial development

Regional knowledge hubs

Governance and anticorruption 

Capacity development

Regional integration 

Regional fi nancial 
markets

Climate change

Regional health 
programs

European Bank 
for Reconstruction 
and Development

Early and intermediate 
transition countries, the 
Russian Federation

Life in transition survey Sustainable Energy 
Initiative 

Energy effi ciency and 
climate change team

Inter-American 
Development 
Bank

Opportunities for the Majority 
Initiative 

Infrastructure Investment Fund 

Disaster Prevention Fund 

Water and Sanitation Initiative

New evaluability instrument Sustainable Energy 
and Climate Change 
Initiative
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tries to the east and south to early and inter-
mediate transition economies and the Russian 
Federation. The ADB and the World Bank 
Group have also reaffi rmed the importance of 
continued assistance to middle-income coun-
tries, which still have major concentrations 
of poor in their lagging regions. The IDB has 
introduced its Opportunities for the Majority 
Initiative as a means to create strategic part-
nerships among key actors to improve the lot 
of the poorest groups in its borrowing mem-
ber countries.

A private sector supply response is necessary 
for countries to reap the full benefi ts of global-
ization, and most of the MDBs are strengthen-
ing their private sector development programs. 
The EBRD has traditionally been strong in 
private sector operations. The International 
Finance Corporation (IFC) has launched a 
pilot program with IDA to promote small and 
medium enterprises in Sub-Saharan Africa. 
But private sector support can also require 
specifi c sectoral approaches. Several MDBs, 
including the ADB, the World Bank Group, 
the AfDB, and the IDB, have underscored the 
priority that needs to be given to infrastruc-
ture. The IDB’s Infrastructure Investment 
Fund and the World Bank’s Infrastructure 
Action Plan are examples of how these priori-
ties have been translated into concrete actions. 
The private sector has also benefited from 
the reduced macroeconomic uncertainties in 
poor countries resulting from the consistent 
application of coherent and sustainable mac-
roeconomic policies and associated structural 
reforms, debt relief under the Heavily Indebted 
Poor Countries (HIPC) and the Multilateral 
Debt Relief Initiatives (MDRI), and the appli-
cation of the debt sustainability framework by 
the IMF and the World Bank.

Societies that successfully integrate glob-
ally also develop social mechanisms for 
taking care of the most vulnerable groups. 
Recently, a rash of natural disasters has 
underscored the risks that are faced by many 
of the poorest. The MDBs have become 
more active in disaster response. In addi-
tion to humanitarian assistance, the IDB 
has established a Disaster Prevention Fund 

to strengthen country capacity to identify 
natural disaster risks, design prevention and 
mitigation investments in high-risk areas, 
and improve early warning systems. The 
World Bank Group has established a new 
Caribbean disaster insurance fund.

Knowledge and Learning

All the IFIs have emphasized their knowl-
edge and learning contributions to develop-
ment and their desire to shift toward more 
 knowledge-based institutions. But imple-
mentation of some of the changes has been 
controversial. The conventional wisdom 
about development effectiveness has been 
challenged both within and outside the IFIs. 
The IFIs are trying to diversify their instru-
ments and approaches to reflect broader 
experiences with both success and failure 
in development, including lessons of experi-
ence from today’s middle-income and poor 
countries and from the activities of other 
development actors like private foundations, 
international NGOs, and non-DAC (Devel-
opment Assistance Committee) official 
donors. Marrying global and local knowl-
edge remains a challenge for the IFIs.

Treatment of governance and corruption 
has been a more controversial area of the new 
knowledge and learning strategies. The World 
Bank, ADB, and the AfDB have elevated 
these issues to the top of the development 
discussion and are gaining experience with 
how to embed the lessons and research into 
operations, with country and sector selectiv-
ity and local capacity building. The World 
Bank has adopted an implementation plan on 
governance and anticorruption that has three 
objectives: promoting capable and account-
able states and institutions; providing public 
services; and combating corruption.6 It has 
also launched the Stolen Assets Recovery Ini-
tiative (StAR). The ADB’s second governance 
and anticorruption plan has completed its 
fi rst year of implementation, focusing on the 
assessment of public  fi nancial management, 
procurement, and corruption risks at the proj-
ect, sector, and country levels. But the bal-
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ance between fi duciary soundness and scaling 
up financing remains hard to  manage, and 
the burden of accountability on MDBs and 
developing countries for maximizing develop-
ment results by striking the correct balance 
is high. The World Bank’s recent Detailed 
Implementation Review of fi ve health projects 
in India provided valuable insights into the 
risks of fraud and corruption in development 
operations, which would be important for all 
development partners. In their action plans 
that respond to the review, the Government 
of India and the World Bank have instituted 
new procedures and systems to mitigate these 
risks. In the coming months, similar measures 
will be agreed upon and rolled out as needed 
to operations across the World Bank.

In the area of support for economic and 
financial reforms, the ADB and AfDB are 
building their capacities to advise countries. 
The IMF has started to modernize surveil-
lance and hold multilateral and regional con-
sultations. In June 2007 the Fund adopted a 
new Decision on Bilateral Surveillance over 
Members’ Policies to upgrade the foundations 
of Fund bilateral surveillance. Under the new 
decision, the concept of external stability 
becomes an organizing principle for surveil-
lance, bringing greater clarity and specifi city 
to the principles guiding members’ exchange 
rate policies. The Fund is also strengthening 
the analysis of linkages between macroeoco-
nomic developments and fi nancial markets 
and multilateral perspectives in bilateral sur-
veillance. The World Bank has done much to 
reform the use of development policy lending 
and to improve support for policy and insti-
tutional reforms. Both the World Bank and 
the IMF have streamlined structural condi-
tionality to refl ect experiences with reform. 
The review of IMF conditionality conducted 
in 2005 showed that structural conditional-
ity in Fund-supported programs has become 
more focused on macrocritical issues, more 
clearly formulated, and more closely linked 
to the core mandate of the IMF. A recent 
report by the IMF’s Independent Evalua-
tion Office on structural conditionality in 
Fund-supported programs confirms these 

fi ndings but identifi es scope for further prog-
ress, including a more rigorous justifi cation 
for conditions and a better explanation in 
program documents of the link between a 
program’s goals and the conditions. 

The IFIs are also putting greater focus on 
evaluation as a tool for generating knowl-
edge. The IDB is developing a new evalua-
tion instrument for its knowledge work. The 
World Bank Group is implementing a devel-
opment impact monitoring and evaluation 
program to learn more rigorously from its 
project experiences.

Several IFIs have strengthened their 
efforts to help countries generate transpar-
ent statistics on development results and 
address the perceived gap in the links among 
inputs, outputs, and outcomes. The EBRD’s 
Life in Transition Survey is a recent example 
of new data collection. The IMF is leading 
the way with its Special Data Dissemina-
tion Standards and new tools, such as the 
DataMapper, to make data more accessible 
and usable. The ADB’s Fund for Statistical 
Capacity Building in Asia Pacifi c (FASTCAP) 
is assisting countries with weak capacity by 
providing long-term technical assistance.

Regional and Global Public Goods

The IFIs are intensifying their work on regional 
and global public goods through direct inter-
ventions and by creating an enabling environ-
ment to leverage private sector efforts. Climate 
change and energy efficiency will receive 
greater priority from the World Bank Group, 
the IMF, ADB, and the AfDB. The EBRD has 
established a sustainable energy initiative and 
is the fi rst MDB to establish a specialized team 
to address such issues with its Energy Effi-
ciency and Climate Change Team. The IDB 
has also adopted a Sustainable Energy and 
Climate Change Initiative to promote alterna-
tive energy sources and clean fuels. 

More broadly, the ADB and AfDB have 
underscored the importance of regional eco-
nomic integration across a number of sectors 
and given support to emerging regional insti-
tutions. The ADB is paying special attention 
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to regional fi nancial market development, 
while the AfDB has emphasized infrastruc-
tural linkages, especially to give landlocked 
countries better access to international 
transport routes. The ADB is also help-
ing to strengthen regional collaboration to 
address common threats, such as HIV/AIDS 
and avian infl uenza. At the global level, the 
IMF continues to play its role in promoting 
fi nancial stability with its Global Financial 
Stability Reports, bilateral and multi lateral 
surveillance, and a strengthened analysis of 
macrofi nancial linkages. The IMF has also 
stepped up its analysis of the macroeconomic 
effects of climate change and the contribu-
tion fi scal policy can make in mitigation and 
adaptation to climate change. The World 
Bank Group is active in global health and 
trade issues as well.

New Collaborative Approaches

Cutting across these changes in strategic 
direction are new collaborative approaches 
being developed by all the IFIs to enhance 
cooperation with other donors. Many of 
the new players do not fi t easily into exist-
ing modalities of donor coordination, which 
are centered around country-executed plans 
and programs. New vertical funds have 
expanded rapidly, disbursing about $7 bil-
lion over the last five years. These funds 
have a limited fi eld presence, however, and 
set priorities at headquarters. Given the 
very different business models of the verti-
cal funds, the challenges of coherence have 
grown. In response, the MDBs have boosted 
efforts to improve developing-country capac-
ity to articulate national plans and poverty 
reduction strategies and to embed programs 
funded by vertical funds into these plans. 

The complementarity of approaches can 
be seen in the World Bank’s health sector 
strategy.7 That document points to the false 
dichotomy between a focus on priority dis-
eases (the core objective of health-oriented 
vertical funds) and a focus on strengthening 
health systems. Both focuses are required to 
achieve real health results, defi ned broadly 

as saving and improving people’s lives and 
avoiding extreme fi nancial hardship caused 
by ill health. The World Bank strategy asserts 
that “fi nancing no longer drives the relation-
ship with client countries . . . it is the quality 
of the policy and technical dialogue which 
will defi ne the Bank’s contribution. . . .” The 
strategy repositions the World Bank to focus 
on strengthening health systems, where 
development assistance funds are relatively 
scarce. It embodies an approach that will be 
long term, country driven, and focused on 
institutional change, rather than on specifi c 
investment projects and technical, medical 
support. There is a clear defi nition of com-
parative advantage of the World Bank that 
forms the basis for a more effective division 
of labor among donors.

There is also considerable room for 
strengthening collaboration among IFIs. For 
instance, the main recommendations of the 
External Review Committee on IMF–World 
Bank Collaboration are to promote coopera-
tion in crisis management, to improve inte-
gration and harmonization of work on fi scal 
and fi nancial sector development issues, and 
to better coordinate technical assistance 
(box 5.1).

Operational Trends 
and Harmonization 
IFIs provide resources for development, 
nonlending activities, capacity building, 
and research and evaluation. This section 
reviews operational trends in these areas 
and IFI efforts to harmonize and align their 
operations across agencies. 

Financial Resources for Development 

Demand for IFI fi nancial services is mixed. 
With a buoyant global environment, in 
which private fl ows to developing countries 
may have approached $1 trillion in 2007, 
there has been significant net repayment 
of IFI loans in the last two years. In 2007 
repayments to MDBs were almost the same 
size as nonconcessional gross flows. The 
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BOX 5.1  Bank-Fund Collaboration: Joint Management Action Plan

The Malan report, or more formally the report of the External Review Committee on World Bank–IMF Collabo-
ration, released in February 2007, found strong foundations for Bank-Fund collaboration but no room for com-
placency. The report called for strengthening the culture of collaboration in the two institutions in several areas. 
Following informal board discussions in the Bank and the Fund, the Development Committee and the Interna-
tional Monetary and Financial Committee (IMFC) communiqués in Spring 2007 welcomed the report and said 
that ministers looked forward to seeing how the two institutions would take the recommendations forward. 

In response, a Joint Management Action Plan (JMAP) has been developed, which draws on a staff survey, 
recommendations from six staff work streams, and a joint high-level staff retreat. The JMAP enumerated specifi c 
steps to strengthen collaboration, building on existing approaches rather than calling for dramatic changes or the 
addition of bureaucratic layers. The three steps were:

� Improve coordination on country issues through new procedures for country team coordination, including 
regular meetings on work programs, agreement on instruments and division of labor, and new systems for 
requesting and tracking inputs from the other institution 

� Enhance communications through new electronic platforms for the sharing of focal point names, documents, 
mission schedules, and other information among staff in the two institutions working on country teams or on 
the fi nancial sector, fi scal issues, and technical cooperation 

� Refl ect collaboration in staff and managerial performance reviews and replace the Joint Implementation Com-
mittee with an information and monitoring clearinghouse function anchored in central departments. 

The JMAP aims to translate identifi ed good-practice approaches to collaboration into standard practices. Of 
course, important differences will remain between the two institutions—from their distinctive cultures to more 
specifi c organizational and administrative differences—and successful implementation will depend on mutual 
understanding of and respect for these differences.

The JMAP was endorsed by the two boards in October 2007 and welcomed by the IMFC and Development 
Committee at the Annual Meetings. Implementation of the JMAP has begun. The goal is for most new systems to 
be operational in time for the preparation of FY09 budgets. The fi rst progress report for the two boards will be 
prepared in time for the 2009 Annual Meetings.

Source: World Bank and IMF staffs.

share of MDB concessional flows in total 
ODA has fallen to a low point—just 8 per-
cent in 2007.

But net fl ows are not an adequate measure 
of demand for IFI fi nancial services. Over-
all, MDB gross disbursements in 2007—a 
proxy for new demand—reached a record 
volume of almost $49 billion (figure 5.1). 
Of this, $37 billion was in nonconcessional 
resources, up from $25 billion in 2005. This 
is the fi rst sustained increase in demand for 
nonconcessional loans in the absence of a 
fi nancial crisis in two decades. 

Four stylized facts have emerged from the 
analysis of recent MDB fl ows: 

� Demand for new nonconcessional sov-
ereign loans remains generally fl at, with 

large fl uctuations depending on individ-
ual country circumstances.

� Demand for nonconcessional loans and 
guarantees to nonsovereign entities, 
mainly to the private sector, by the EBRD, 
the IFC, and regional development banks’ 
(RDBs) private sector arms, has increased 
substantially. 

� Supply of concessional lending has 
regained momentum in 2007. Record 
donor pledges for IDA 15 and the African 
Development Fund (AfDF) XI and prom-
ising replenishment discussions for the 
Asian Development Fund (AsDF) X sug-
gest this trend should continue over the 
next years. 

� Resources are increasingly flowing to 
Africa and Asia.
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Nonconcessional Sovereign Flows
The IMF, as a provider of balance of pay-
ments assistance for countries with exter-
nal fi nancing diffi culties, is expected to be 
affected most signifi cantly by fi nancial and 
economic conditions, and a reduction in 
its lending is a sign of developing-country 
successes in macroeconomic management. 
Developing countries repaid the IMF over 
$7 billion in 2007, for a total of about $135 
billion over the last five years. The IMF’s 
outstanding fi nancial support to developing 
countries declined to about $15 billion at 
the end of 2007, its lowest level in 25 years 
and well below its all-time peak of $101 bil-
lion in 2003 (box 5.2). 

At the same time, even though about 15 
countries have seen major terms-of-trade 
deterioration from oil and other commod-
ity price shocks, there has been no activity 
in the IMF’s Exogenous Shocks Facility. 
Reasons why countries have not used the 
facility include access to private capital, use 
of reserves, and lower demand for oil in 
some countries as governments often passed 
through world market price increases to 
domestic prices. The World Bank has pro-
vided fi nancing for longer-term restructur-
ing. Energy Development Policy Lending for 
Morocco and Senegal this year, for example, 

aims to help these countries adapt to high 
oil prices and improve energy efficiency. 
Low-income countries have used resources 
from development policy operations to fi ll 
remaining gaps.

MDB gross nonconcessional disburse-
ments to sovereign borrowers were roughly 
fl at in 2007, at a total of $23.4 billion, but 
this tells only part of the story. The other 
part is the shifting regional and organiza-
tional distribution of such loans. Lending by 
the International Bank for Reconstruction 
and Development (IBRD), especially its loans 
to Latin America, declined. But other regions 
and regional banks saw rising demand. 
Taken together, the regional development 
banks for the fi rst time ever disbursed more 
than the IBRD in nonconcessional sover-
eign loans. In the past year, the IBRD took 
important steps to make the fi nancial terms 
of its products more competitive, flexible, 
and transparent. Other enhancements have 
simplifi ed and improved fl exibility of prod-
ucts for delivering customized fi nancial and 
risk management solutions to clients. 

The MDBs also infl uence fi nancial fl ows 
by leveraging other resources: guarantees 
bring in money from the private sector, and 
cofi nancing and parallel fi nancing bring in 
funds from other offi cial lenders.

FIGURE 5.1  MDBs’ gross disbursements, by type of fl ow and region, 2000–07
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Guarantees. The World Bank Guarantee 
Program was mainstreamed in 1994 to help 
extend the reach of private fi nancing to emerg-
ing countries, mitigate risks that are beyond 
the control of the private sector, open new 
markets, and improve project sustainability. 
The World Bank offers two basic types of 
guarantees: Partial Risk Guarantees cover 
debt service defaults on a loan, normally for a 
private sector project, when such defaults are 
caused by a government’s failure to meet its 
contractual obligations related to the project. 
The IBRD (but not IDA) also offers Partial 
Credit Guarantees, which cover debt service 
defaults on a specifi ed portion of a loan, nor-
mally for a public sector project, principally 
to extend maturities and improve market 
terms. Since 1994, 34 guarantee operations 
for 31 projects in 25 countries have been 

approved, for a total amount of fi nancing of 
about US$27 billion, with an average lever-
age ratio of almost 10 to 1.8 

Cofi nancing. Cofi nancing is a mechanism 
through which additional fi nancing can be 
raised to fi ll unfunded gaps in project or pro-
grams and to better calibrate the degree of 
concessionality to achieve maximum impact. 
It covers joint and parallel fi nancing. When it 
takes the form of joint fi nancing, or collabora-
tion on development policy lending and sector-
wide approaches (SWAPs), it also establishes 
formal coordination between donors on coun-
try programs, policies, and priorities and pro-
vides a cost-effective means by which offi cial 
agencies can tap into the lead agency’s project 
management expertise. The World Bank has 
recently heightened attention on joint fi nancing 

BOX 5.2  Lending by the IMF

The IMF’s General Resources Account (GRA) provides nonconcessional fi nancial support to member countries 
experiencing temporary balance of payments diffi culties. The IMF also provides fi nancial support through spe-
cial GRA facilities, including emergency assistance for natural disasters and postconfl ict emergency assistance. 
The IMF provides concessional loans to low-income countries under the Poverty Reduction and Growth Facility 
(PRGF). At the end of 2007, 23 countries had a PRGF-supported arrangement under which they received subsi-
dized balance of payments support from the IMF. In 2006 repayments of PRGF assistance were boosted by debt 
relief provided in the context of the MDRI. 

Net fl ows from the IMF to developing countries
US$ millions

Type of fl ow 2001 2002 2003 2004 2005 2006 2007 est.

Net concessional fl ows (PRGF loans) 106 567 9 –179 –715 –3,587 29
  Disbursements 1,111 1,741 1,187 1,204 597 744 485
  Repayments 1,005 1,174 1,178 1,383 1,312 4,332 457
Net nonconcessional fl ows (GRA) 19,031 13,109 2,002 –14,314 –39,802 –27,382 –5,131
  Disbursements 30,249 32,678 28,429 6,181 3,381 3,486 1,463
  Repayments 11,219 19,569 26,427 20,495 43,183 30,868 6,593
Total, net fl ows 19,137 13,676 2,010 –14,493 –40,517 –30,970 –5,102

Of which:
   Total net fl ows, Sub-Saharan Africa –181 161 –393 –318 –738 –3,051 117
   Gross emergency assistance 

disbursements
n.a. 35 18 453 189 10 139

Source: IMF staff.
n.a. = Not applicable.
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as an important country-based aid harmoni-
zation and partnership instrument, especially 
with other multilateral agencies. On the bilat-
eral side, the U.K. Department for Interna-
tional Development (DfID) and the Japanese 
Bank for International Cooperation (JBIC) 
have been very active in cofi nancing with the 
IBRD. JBIC’s activities have declined signifi -
cantly since 2002, but Japanese cofi nancing 
with the Asian Development Bank looks set 
to increase substantially under a partnership 
agreement of May 2007—the Enhanced Sus-
tainable Development for Asia program. In 
fi scal 2007, World Bank projects were able to 
leverage an incremental $6.8 billion in cofi -
nancing (table 5.2). Almost half of this amount 
($3 billion) went for projects in Africa. 

Nonconcessional Flows to Nonsovereign 
Borrowers
MDB nonsovereign fl ows (lending and equity 
investments) have grown sharply in recent 
years, from $3.1 billion in 2000 to $13.3 
billion in 2007, of which half is accounted 
for by the IFC and the other half by the 
RDBs, mainly the EBRD. The Inter-Ameri-
can Investment Cooperation (IIC) disburse-
ments in 2007 were almost 10 times their 
2000 level while the EBRD quadrupled its 
disbursements in U.S. dollar terms. For the 
IIC disbursements, restrictions on private 
sector lending have been lifted to expand 

the scope of clients beyond infrastructure, 
capital markets, and trade finance. Most 
nonsovereign business is in Europe (56 per-
cent), but the highest growth rate has been 
in Asia, which has surpassed Latin America 
for the third straight year. Encouragingly, 
nonsovereign fl ows to Africa have more than 
doubled since 2000. 

The MDBs’ ability to expand their non-
sovereign business with adequately diversi-
fi ed portfolios and acceptable rates of return 
is a refl ection of the better business climate 
and improved growth prospects in many 
countries. But improving the business cli-
mate and growth prospects is also the devel-
opment purpose of nonsovereign operations. 
That outcome, rather than the volume of 
lending, is a better measure of impact. 

Nonsovereign flows provide flexibility 
in terms of eligible clientele and prices. The 
MDBs’ private sector instruments can price 
products differentially to allow for varying 
degrees of country and project risk. In con-
trast, in the case of sovereign loans, pricing 
is uniform to refl ect the cooperative nature 
of the institutions. As a consequence, almost 
half of all business in investment-grade 
countries of the World Bank Group now 
consists of IFC and Multilateral Investment 
Guarantee Agency (MIGA) activities. The 
IFC is now expanding aggressively into low-
income and blend countries.

TABLE 5.2  IBRD cofi nancing by types of cofi nancier, 1998–2007 
US$ millions

Cofi nancier 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Bilateral 2,436 3,514 1,086 1,514 932 557 2,552 2,415 1,217 2,953
Multilateral 4,925 4,441 5,084 4,042 3,371 2,453 8,845 6,147 3,619 3,931
Total cofi nancing 7,361 7,954 6,169 5,556 4,304 3,010 11,398 8,561 4,836 6,884

Selected donors
JBIC 580 1,746 100 533 359 0 0 0 61 110
DfID 33 12 78 73 91 100 613 609 421 952
KfW 76 66 58 259 85 37 40 59 75 150
EC 69 174 32 98 86 57 641 180 49 449

Source: World Bank staff. Figures for 2007 are estimates.
Note: Total cofi nancing includes all sources of cofi nancing (concessional or nonconcessional) from bilateral and multilateral agencies.
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Subnational lending. Subnational lending 
is another nonsovereign area with promise. 
A number of countries have asked for sup-
port, extending beyond fi nance to include 
enhanced capital market access, especially 
in cases where administrative responsi-
bilities for basic infrastructure services 
have been devolved to local governments. 
The World Bank Group has integrated its 
approach by offering fi nancial and guaran-
tee products using the IFC balance sheet, 
but this mechanism has not yet seen sig-
nifi cant growth and volumes are still mod-
est.9 Ten operations with a total exposure 
of $350 million have mobilized over $1 
billion for subnational governments or 
public service providers in China, Guate-
mala, Hungary, Mexico, the Philippines, 
the Russian Federation, and South Africa. 
With a joint IBRD-IFC team now in place 
and with management addressing incentive 

issues within the World Bank Group, proj-
ect fl ow is accelerating.

Nonsovereign lending often requires local 
currency fi nancing, and innovative fi nancial 
instruments have been developed to meet 
this market demand. The MDBs already 
offer swaps and interest and exchange rate 
hedging instruments. In October 2007 the 
World Bank Board endorsed a new IBRD-
IFC initiative aimed at stimulating domestic 
bond markets. The Global Emerging Mar-
kets Local Currency Bond Fund is an exam-
ple of market-based innovations customized 
to fi ll specifi c market gaps (box 5.3). 

Nonsovereign guarantees. MIGA offers risk 
insurance for up to 20 years against losses 
relating to currency transfer restrictions, 
expropriation, war and civil disturbance, 
and breach of contract. It covers a broad 
range of sectors in 147 developing member 

BOX 5.3  Global Emerging Markets Local Currency Bond Initiative 

A new Global Emerging Markets Local Currency Bond Fund (GEMLOC), to be cobranded by 
IFC, IBRD, and a private partner, is expected to raise $5 billion by early 2008 for investment in 
up to 40 emerging bond markets. GEMLOC is a “systemic” solution to a market gap. While 70 
percent of all emerging market debt is currently denominated in local currency, only 10 percent 
of the foreign money going into bonds issued by emerging markets is denominated in local cur-
rency. Only 2 percent of emerging market local currency debt is benchmarked against existing 
indexes. There is strong demand among investors for a dedicated fund in emerging markets 
local currency debt that is broadly diversifi ed. And while about a dozen emerging economies 
have already developed liquid local currency bond markets, many others would seek to improve 
liquidity, build market infrastructure, develop effi cient tax regimes, and cut red tape. The World 
Bank is looking for a private fund manager for GEMLOC to raise the funds and to manage a 
portfolio of investments in local currency bonds across as many as 40 emerging markets. Up to 
30 percent of assets could also be invested in subsovereign and corporate bonds.

The fund is not a stand-alone, but a part of a three-part program that also includes an index—
the Global Emerging Markets Bond Index (GEMX)—weighted not just by size of market, but 
by “investability” as well, the latter adjusting for such variables as regulatory and tax regimes 
and market access rules. The IFC is not new to the business, having launched the fi rst emerging 
markets equity index two decades ago. The third part of the program is technical assistance, to 
be provided by the Bank, to help countries develop more investable local bond markets. This 
technical assistance will be funded by a “development fee” from the fund manager. There is no 
capital commitment from either the IBRD or the IFC in the project overall; after 10 years the 
sunset provision kicks in, meaning the World Bank name will be removed and the private sector 
will take over.

Source: World Bank staff.
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countries. Since its inception in 1988, MIGA 
has issued 885 guarantees for projects in 96 
developing countries, totaling $17.4 billion 
in coverage. Two-fi fths of MIGA’s gross out-
standing portfolio is in IDA-eligible coun-
tries. Through the fi rst half of fi scal 2008, 
MIGA has issued $1.2 billion in new cov-
erage, bringing the total active portfolio to 
the highest level in the agency’s history at 
$5.9 billion. MIGA prices its guarantee pre-
miums based on a calculation of both coun-
try and project risk. Equity investments can 
be covered up to 90 percent and debt up to 
95 percent. MIGA may insure up to $200 
million, and more can be arranged through 
syndication. 

Concessional Flows
In 2007 gross concessional fl ows from the 
MDBs reached a record high, totaling over 
$12 billion, an increase of 11 percent after 
two years of stagnation. IDA, which tradi-
tionally accounts for 75–80 percent of total 
concessional fl ows, was responsible for all 
of the increase in 2007. Concessional fl ows 
from regional development banks were fl at. 
While Asia continued to receive almost half 
of total concessional gross fl ows, the fastest 
rate of increase has been in Africa. MDB sup-
port for Sub-Saharan Africa more than dou-
bled between 2000 and 2007. Africa receives 
45 percent of total MDB concessional fl ows 
today, up from 37 percent in 2000. 

Record levels of donor pledges and ongo-
ing discussions for replenishment of MDB 
concessional windows should allow last year’s 
increase in concessional fl ows to be sustained. 
Donor funding commitments to the replen-
ishment cycles of IDA and other concessional 
arms of the MDBs provide evidence of donor 
intentions to support the horizontal approach 
provided by these institutions. IDA’s 15th 
replenishment, concluded in December 2007, 
resulted in a 30 percent increase over IDA14 
(table 5.3). In total, IDA15 will allow for 
$41.6 billion of new commitments during fi s-
cal 2009–11. New donor pledges will provide 
$25.1 billion, an increase of $7.4 billion com-
pared with IDA14—the largest expansion 
in donor funding in IDA’s history.10 Inter-
nal transfers from the World Bank Group 
($3.9 billion), donor pledges for MDRI debt 
forgiveness ($6.3 billion) and credit refl ows 
($6.3 billion) make up the remainder of the 
replenishment. The IDA15 agreement con-
tained two other “firsts.” China became a 
donor for the fi rst time, along with fi ve other 
countries, bringing the number of non-DAC 
contributors to 23 countries. And the United 
Kingdom became the largest single contribu-
tor for the fi rst time.

Regional banks could also see their con-
cessional resources expand significantly. 
At the AfDF-XI negotiations in December 
2007, donors agreed to a record $8.9 billion 
in support for 2008–10, an increase of 52 

TABLE 5.3  Record expansion of IDA

Special drawing rights US$

Sources of funds
IDA 14 

(billions)
IDA 15 

(billions)
Percent 
change

IDA 14 
(billions)

IDA 15 
(billions)

Percent 
change

New donor pledges 12.1 16.5 17.7 25.1
Compensation for MDRI debt forgiveness 2.6 4.1 3.8 6.3
Credit refl ows 6.1 4.1 9 6.3
Agreed IBRD-IFC transfers 1.1 2.6 1.6 3.9

IDA commitment authority 21.9 27.3 25 32.1 41.6 30
Additional IBRD-IFC transfers 0.3 0.4
Total actual IDA 14 22.2 32.5

Source: World Bank staff.
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percent over AfDF-X. Negotiations are also 
under way for the replenishment of the Asian 
Development Fund for 2009–12 (AsDF X). 
The ADB is proposing a major increase as 
this will be the last chance to meaningfully 
contribute to the MDGs before 2015.

MDRI. The MDRI provides additional debt 
relief from IDA, the AfDF, the IDB Fund for 
Special Operations, and the IMF for coun-
tries that have reached their HIPC comple-
tion points. At the end of 2007, 25 countries 
(including two non-HIPC countries) had 
benefi ted from MDRI relief provided by the 
IMF. For the MDBs, donors have promised to 
replace the forgone credit refl ows but cannot 
always provide legally binding commitments 
so far into the future. IDA has received com-
mitments from 32 of the 34 countries that 
participate in MDRI funding. IDA expects to 
forgo credit refl ows of special drawing rights 
(SDR) 24.7 billion ($37.6 billion) between 
2006 and 2044, as a result of the MDRI. 
By September 30, 2007, IDA had provided 
irrevocable debt reduction commitments to 
22 HIPC countries amounting to SDR 19.2 
billion, but donors had provided unqualifi ed 
fi rm commitments of only SDR 2.9 billion 
($4.4 billion), and qualifi ed commitments of 
a further SDR 14.6 billion ($22.2 billion). 
This still leaves a gap. 

The African Development Fund forgone 
credit refl ows are estimated at Unit of Account 
(UA) 5.68 billion ($8.5 billion). Only 4.3 per-
cent of the cost of the MDRI will occur before 
2011 and 15 percent of the cost before 2016. 
AfDF has already cancelled debt of UA 4.48 
billion for 18 countries, and received UA 4.36 
billion ($6.5 billion) in commitments from 
donors, of which 15 percent are unqualifi ed. 

The IDB has four client countries that 
have already qualifi ed for MDRI debt relief 
of $4.4 billion. Unlike the other MDBs, IDB 
will rely only on the internal resources of its 
Fund for Special Operations (FSO), which 
has been redesigned to offer blends of highly 
concessional credits along with nonconces-
sional loans, with the composition of the 
blend depending on a debt sustainability 

analysis for each country. Separately, the 
IDB has created a grants facility for Haiti 
to help it reach completion point and obtain 
debt relief. IDB governors also agreed to con-
sider a replenishment for the FSO by 2013, 
given that the fund will be able to continue 
providing concessional credits to its clients 
only through 2015.

Trust funds. Trust funds are perhaps the 
most rapidly growing business segment for 
the MDBs. Donors have sought to use man-
agement and program services provided by 
the MDBs for an increased amount of bilat-
eral funds. Trust funds tend to focus on two 
broad areas of donor interest. The fi rst con-
sists of programs at the country level to help 
achieve the MDGs in low-income countries, 
particularly in Sub-Saharan Africa. These 
programs also support health, natural disas-
ter relief, and postconfl ict recovery. The 
second broad area is global public goods, 
especially for the environment. This area has 
seen exponential growth of funds beyond the 
Global Environment Facility, including the 
Ozone Phase-Out Fund and carbon funds. 

Trust funds vary enormously in size and 
complexity from multibillion dollar arrange-
ments to much smaller, simpler funds. In 
2007 the World Bank trust fund directory 
listed 100 active arrangements. In 2006 
trust fund disbursements by the World Bank 
had risen to $4.4 billion. The IDB disbursed 
$215 million, while the AfDB and the ADB 
committed $85 million and $264 mil-
lion respectively. By the end of 2007 trust 
funds under MDB management reached 
over $20 billion, with the World Bank hav-
ing the lion’s share. Through trust fund 
arrangements, the MDBs are able to ensure 
that global initiatives and funds mobilized 
for specific purposes are integrated with 
 country-based development programs. 

Nonlending Activities in Support 
of the Development Agenda

Knowledge services. Knowledge services—such 
as country analytical work, technical assistance, 
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and global data and research—are a critical 
pillar for supporting developing countries in 
achieving the MDGs. Knowledge services have 
been growing more important over time as 
focus on aid effectiveness intensifi es. Aid effec-
tiveness is about better development results. It 
relies on knowledge services to change behav-
ior of recipient countries and donors alike, 
to monitor and learn about what works, and 
to provide the support that countries need to 
enhance their own aid effectiveness. Attention 
increasingly should be paid to the lessons that 
low income-countries (and the developmental 
community) can learn from the middle-income 
countries’ experience. Indeed, the knowledge 
that some of the IFIs have vis-à-vis other donors 
derives from their global experience. 

Knowledge is the glue that binds differ-
ent development partners together. Shared 
knowledge on the development vision, poli-
cies, and expenditure frameworks to link 
programs with budget resources has become 
indispensable to effective aid, especially in 
a more complex aid system and with more 
domestic stakeholders—parliamentarians, 
civil society, and the private sector. As one 
example, there are estimated to be 80–100 
global health partnerships. Countries with 
limited capacity to manage and spend aid 
effectively, dealing with the multiplicity of 
aid instruments and mechanisms on offer, 
cannot absorb more money.11 Knowledge 
from the IFIs provides countries with the 
analytic, diagnostic, and capacity-build-
ing support required to use aid better, so 
knowledge services have grown alongside 
the growth in the volume of aid. For frag-
ile states, where aid volumes tend to be low, 
knowledge services help create the institu-
tional foundations for effective use of aid.

Knowledge services have been steadily 
expanding and are increasingly done jointly 
with partner countries or in a coordinated 
fashion with other donors, or both. The 
World Bank, as the largest of the IFIs, tends 
to produce the greatest volume of knowledge 
services, with 440 pieces of economic and 
sector work in fi scal 2007. But all IFIs are 
committed to enhancing their knowledge 

activities. The IFIs participate with 24 other 
contributors to the Country Analytical Work 
Web site (table 5.4), a shared portal where 
reports and best-practice examples are made 
available to the development community. 
There are now 3,722 posted reports, with 
the World Bank providing about one-third.

IFI reports cover a variety of themes. In 
addition to sectoral themes, there are coun-
try strategies and procedures for effective aid 
management, including public fi nancial man-
agement, procurement, and governance and 
anticorruption. These reports are critical to the 
system strengthening that lies at the core of the 
IFI efforts to build and support country-based 
platforms for aid  delivery (box 5.4). Almost 
all poor countries are now covered by a series 
of economic memoranda, public expenditure 
reviews, poverty assessments, and sector strat-
egies, although a number of African coun-
tries still have not been able to conduct any 
household surveys. Between 2003 and 2007, 
IDA produced 150 poverty and social impact 
assessments, identifying the impact of policy 
recommendations and project interventions.

Measuring the relationship among inputs, 
outputs, and outcomes is central to the 
achievement of better development results, 
but the statistical capabilities in countries 
remain uneven. The IFIs have significant 
programs for strengthening statistical sys-
tems that can improve this situation. At the 
macroeconomic level, statistics are improv-
ing in depth and coverage (box 5.5), but at 
the sectoral and microeconomic levels much 

TABLE 5.4   Reports posted by agency at Country 
Analytical Work Web site, 2007

Agency Number of reports

World Bank 1,370
IMF 445
ADB 96
AfDB 48
EBRD 26
IDB 20

Source: www.countryanalyticwork.net.
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remains to be done. The IFIs are playing a 
major role in implementation of the Mar-
rakesh Action Plan for Statistical Capacity 
Building, a program to support the compila-
tion of data and statistical capacity needed to 
underpin the MDGs. For instance, the World 
Bank is cofi nancing the activities of PARIS21 
(Partnership in Statistics for Development in 
the 21st Century), which is helping coun-
tries develop statistical improvement strate-
gies that are aligned to the statistical needs 
and priorities of Poverty Reduction Strategy 
Papers and other development priorities. 

As leading global institutions, the IMF 
and World Bank Group have a comparative 
advantage in global learning, built on deriv-
ing cross-country lessons from country oper-
ations. Increasingly they have shifted their 
approach from one of transferring knowledge 
from rich countries and development agen-
cies to poor countries to one that emphasizes 
a process of sharing of experiences between 
developing countries (box 5.6). 

Measuring knowledge generated by an 
IFI is diffi cult as knowledge is embedded in 
a number of different services. The World 
Bank has several explicit knowledge-related 
services, such as country analytical work 
and technical assistance, and budget expen-
ditures on these activities show a steady rise 

to almost $450 million in 2007 (fi gure 5.2). 
These inputs, however, do not capture implicit 
knowledge work through convening, coordi-
nating, and catalyzing activities in global pro-
grams, partnerships, and trust fund–related 
work. Nor do they capture knowledge embed-
ded in loans and project supervision. A more 
detailed  breakdown, imputing knowledge 
services to these other functions, suggests that 
knowledge inputs could be double the above 
amounts. Of course, measuring knowledge 
through its inputs is unsatisfactory in think-
ing about its impact. Knowledge is a global 
public good, so inputs on knowledge cannot 
be compared with inputs on other, excludable 
services like loans. A different measure looks 
at utilization of knowledge. Web-based dis-
semination has become more important for 
the IFIs; the World Bank Web site now counts 
over 2 million visitors each month. But inter-
nal reviews of World Bank economic and sec-
tor work suggest that inadequate attention is 
paid to dissemination, reducing the impact of 
the work.

The World Bank’s Doing Business proj-
ect is one of the best known free-standing 
knowledge services offered by the MDBs. A 
guide for evaluating regulations on business 
entry that directly affect economic growth, 
Doing Business provides a compendium of 

BOX 5.4   Supporting the preparation of poverty reduction strategies: 
The case of Mozambique

The analytic products that IDA prepared with the government of Mozambique helped defi ne the 
policy priorities and institutional systems that underpin the national poverty reduction strategy. 
The poverty assessment provided the analytic basis for the overall identifi cation of priorities. 
The Country Economic Memorandum (prepared with the review of the donors of the G-17 
coordination group) helped to focus the strategy on the links between key sectors and the over-
all growth strategy, analyzing how Mozambique’s natural resources—land, forests, fi sheries, 
mines, and water—could be better managed to contribute more to overall growth. Reviews of 
the fi nancial sector, investment climate, and legal and judicial sector contributed to improving 
the country’s institutional foundations for shared growth and helped to form the basis for the 
strategy’s structural reforms. Finally, reviews of public expenditures, fi nancial accountability, 
and procurement helped form the basis for improving public fi nancial management and the links 
between the strategy and national systems.

Source: World Bank 2007d.
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BOX 5.5  The IMF’s programs for improving statistical capacity 

The Special Data Dissemination Standard (SDDS) provides a common standard for international 
dissemination of economic and fi nancial data. SDDS subscribers provide a National Summary 
Data Page consisting of a prescribed set of macroeconomic data (including real, fi scal, fi nancial, 
and external sector data), with given minimum levels of coverage, periodicity, and timeliness. 
They also provide information about their data dissemination practices and compilation meth-
odologies (metadata) for posting on the IMF’s Web site.

Regional representation in the GDDS and SDDS combined

The General Data Dissemination System (GDDS) is a framework to help participating countries 
improve their macroeconomic and sociodemographic statistics, including relevant MDG indica-
tors. The GDDS facilitates the comparison of a country’s current statistical practices with interna-
tionally recognized good practices. It guides countries in their efforts to improve statistical systems 
and to produce and disseminate data in accordance with good-quality standards. The GDDS also 
promotes the application of established methodological principles, the adoption of sound compila-
tion practices, and the observance of procedures that ensure professionalism and objectivity. 

There are currently 64 SDDS subscribers and 90 GDDS participants—a total of about 80 
percent of Fund membership. Statistical capacity building, using the GDDS and the Data Quality 
Assessment Framework, covers both human and institutional elements through knowledge and 
skills transfers and through organizational and institutional advice. The GDDS, with its incor-
poration at the center of the PARIS21 program of National Statistical Development Strategies, 
serves as an important vehicle for donor coordination and leverage of donor funds to bring about 
improvements in national statistical systems through coordinated technical assistance.

Source: IMF staff.
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laws in different countries and cross-country 
comparisons of these laws. It identifi es and 
champions reformers in developing coun-
tries who are trying to improve the business 
climate. Doing Business 2008 documented 

200 reforms in 98 countries that were intro-
duced between April 2006 and June 2007. 
Croatia, the Arab Republic of Egypt, Ghana, 
Georgia, and Macedonia were identifi ed as 
the top fi ve reformers. For policy purposes, 
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Doing Business has been complemented by a 
series of detailed fi rm-level Enterprise Sur-
veys, supported by many MDBs, and these 
have become mainstreamed instruments 
for measuring investment climate reform 
priorities.

Partnerships. Nonlending services are of par-
ticular importance in forming partnerships 
with others in the development community 
and in addressing global public goods. The 
number of active partnerships has mush-
roomed. The World Bank Group now par-
ticipates in 125 partnerships, mostly in 
environment and human development areas. 
The World Bank itself is the host institution 
for fewer than half of these partnerships (fi g-
ure 5.3). The majority are hosted either by the 
partner or by an independent organization. 
Over 90 percent of these programs describe 
themselves as contributing to the brokering 
of global knowledge. 

BOX 5.6   Malaysia-Africa Knowledge Exchange Seminar: 
An example of South-South knowledge sharing

The Malaysia-Africa Knowledge Exchange Seminar (MAKES) brought together 110 high-level offi cials from 
24 African countries, including 17 ministers, in Kuala Lumpur and Putrajaya, on September 21–22, 2006. The 
seminar, jointly organized by the Malaysian Ministry of Finance and the World Bank, focused on four themes of 
relevance to African countries: managing natural resources for economic growth and poverty reduction; fostering 
export-led growth and a business-friendly investment climate; developing and implementing national plans; and 
defi ning the role of government-linked companies.

Honorable Goodall E. Gondwe, the Minister of Finance of Malawi, speaking on behalf of the African minis-
ters, set the tone of the seminar: “We are here not to learn development theory, but to listen to Malaysian offi cials 
and understand better how they achieved what is an impressive performance.” Several Malaysian cabinet mem-
bers and the deputy prime minister emphasized Malaysia’s inclusiveness, political stability, good economic man-
agement, and rapid human development as key factors behind 50 years of strong growth and poverty reduction.

African ministers were particularly impressed by Malaysia’s ability to avoid the “natural resource curse.” At 
the center of this success is Petronas, a Fortune 500 oil company created in 1974 with freedom to be managed as 
a private sector company despite being fully government owned. Transparency seems to have been the decisive 
factor. The company books are on its Web site, its accounts are audited by certifi ed accountants, and its contribu-
tions to the budget are debated in Parliament. Many African ministers asked: Why not Africa? The discussion 
revolved around the issues of governance and the role of domestic and international actors.

MAKES has started a process of knowledge sharing on national planning, monitoring and evaluation, education 
(especially higher education), oil resources management, public-private partnerships in infrastructure, management 
of state-owned enterprises, agriculture, and the investment climate. The Malaysian government has offered free 
tuition for up to 100 qualifi ed African students a year to pursue graduate studies at three Malaysian universities. 

Source: World Bank staff.
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Source: World Bank staff. Figures for 2007 are estimates.
Note: Data include Bank budget, reimbursables, and Bank-executed trust funds.
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The MDBs have an important role to 
play in bridging the gap between partner 
country priorities and global or regional col-
lective action, especially through country 
analytical work. Many global public goods 
are narrowly focused, and the links with a 
coherent national development strategy need 
to be elaborated. Poverty reduction strate-
gies, country assistance strategies, and sec-
tor strategies can play this role. Sometimes, a 
regional platform can be useful in intermedi-
ating between country and global platforms 
as well. The linkages provide a two-way 
communication channel. Global public goods 
goals are brought into the country dialogue, 
and, at the same time, the MDBs can be a 
powerful voice for advocacy of developing-
country viewpoints on global public goods 
at international forums, especially in areas 
where country capacity for participating in 
global negotiations is limited. Recent exam-
ples of MDB advocacy in trade, aid, and cli-
mate change underscore this point. 

Harmonization

The commitment of IFIs and the donor com-
munity to harmonization of activities was 
formalized through their participation in the 
Paris Declaration, setting targets to improve 
aid effectiveness by 2010. A baseline survey 
of MDB performance against the Paris targets 
was undertaken in 2006, with a follow-up 
survey scheduled for the spring of 2008. The 
baseline survey showed the MDBs to be ahead 
of many bilateral agencies, but with some 
weaknesses. IDA, the ADB, and the AfDB 
relied too heavily on parallel implementation 
units. Unpredictability of disbursements was 
also an issue. The MDBs found the greater 
use of program approaches and joint missions 
hard to implement. On the positive side, use of 
country public fi nancial management and pro-
curement systems, and joint analytical work—
more than half for IDA, for example—were 
progressing well. MDB aid fl ows were gener-
ally aligned with national priorities.12

The 2006 monitoring of the Paris targets 
showed that alignment and harmonization 

actions were being undertaken in a growing 
number of countries. However, in half of the 
surveyed countries, progress was limited, 
and countries and development partners still 
had many opportunities to improve country-
level effectiveness. Country-based platforms 
were the core of the MDB harmonization 
efforts on strategies and programs, division 
of labor between agencies, and managing for 
results. This partnership implies that MDB 
harmonization efforts are only as good as 
country efforts, and vice versa (box 5.7). 

Experience to date suggests that harmoni-
zation has real costs in time and resources. 
With harmonization efforts being made at the 
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country level, MDBs have found it necessary 
to pursue the decentralization of their opera-
tions to the fi eld with concomitant expenses. 
This process has advanced quite far. IDA has 
placed 55 percent of its high-level staff in 
the fi eld, along with 30 of 40 country direc-
tors. Local recruits have risen to 23 percent 
of the staff complement. Signifi cant progress 
has also been achieved on decentralization 
of procurement and financial management 
staff. The effect of these changes has been to 
increase the ability of donors to make prog-
ress with harmonization on a country-by-
country basis, where results are most clearly 
visible (box 5.8). 

The Paris Declaration survey was impor-
tant in opening a productive dialogue within 
countries on aid effectiveness. That conversa-
tion clearly showed the need to tailor develop-
ment strategies to each country’s priorities and 
circumstances. But it also pointed to a level of 
concern in developing countries with the high 
transaction costs of managing aid and the 
slow pace of donor reforms.13 The new sur-
vey results will be a guide as to whether these 
concerns are being adequately met.

While it is early to provide new results 
from the 2008 survey, there are already indi-

cations that progress toward the Paris targets 
is likely to be mixed. The AfDB reports that 
its disbursement level might have reached 
only 60 percent of that scheduled in 2007, 
and that it still has an average of 6.4 parallel 
implementation structures per country. IDA 
has found it difficult to commit jointly to 
outcomes with other development partners 
and still maintain clearly defi ned account-
abilities for each partner. It has also found 
that signifi cant costs are entailed with donor 
coordination around budget support and sec-
torwide approaches, with crafting and moni-
toring memoranda of understanding (MOUs) 
with other agencies, and with synchronizing 
staff drafts and management reviews among 
agencies. A new legal harmonization initia-
tive among the MDBs, plus many bilateral 
donors, is developing specifi c understandings 
about interagency MOUs. Incentives and 
resources within agencies do not yet refl ect 
these real aspects of harmonization.

Country-based harmonization is neverthe-
less making progress. As figure 5.4 shows, 
13 percent of countries have fully developed 
operational frameworks and another 67 per-
cent have taken action to develop such frame-
works. These fi gures are higher in countries 

BOX 5.7  Coordination among donors in Bolivia

The Grupo de Socios para el Desarrollo de Bolivia (referred to as GruS) was established to 
improve the communication between the government of Bolivia and aid donors. GruS’s main 
objective is to help the government better coordinate the tasks of harmonization, development 
effectiveness, and alignment among aid donors under the framework of the Paris Declaration, 
the Millennium Development Goals, and Bolivia’s National Plan of Development. A coordina-
tion mechanism established fi ve thematic areas for coordination (production, social services, 
democracy, macroeconomics, and harmonization) and calls for monthly meetings between gov-
ernment representatives and donors. 

To participate in the GruS, donors must adhere to a few principles: the Bolivian government 
leads the tasks of harmonization and coordination under the principles of the Paris Declaration; 
donors will align to the implementation of the objectives of the National Development Plan; 
donors are represented through their offi cial heads; and the participants in the GruS should sup-
port the existing coordination mechanisms at the sector level in order to strengthen them. 

GruS terms of reference established that a coordination group consisting of three donors (two 
bilateral and one multilateral) will lead its activities for three semesters. The IDB will lead the 
coordination group during the fi rst semester of 2008.

Source: IDB staff.
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with stronger policies and  institutions. The 
challenge of harmonization and alignment 
remains high in fragile states, where over half 
of all countries do not yet have sound opera-
tional frameworks. This is not simply a refl ec-
tion of a legacy of poor policy in fragile states. 
Analysis suggests that the link between the 
degree of implementation of Paris Declaration 
targets and a country’s overall policy and insti-
tutional score is weak, especially for countries 
with middle to poor country policy and insti-
tutional assessment (CPIA) ratings.14 The same 
 analysis shows a strong link between resource 
flows and harmonization and alignment. 
Those countries with advanced harmonization 
processes were able to support higher volumes 

of aid and received higher IDA allocations. 
The causality could move in either direction. 
Countries with more aid fl ows might invest 
more in harmonization procedures to increase 
aid effectiveness, or alternatively donors might 
allocate more aid to countries that have bet-
ter procedures. The implication is the same. 
Harmonization does appear to be a critical 
element in scaling up and enhancing aid effec-
tiveness. IFI efforts to build country capacity 
can therefore have signifi cant payoffs. 

Tracking Results
The IFIs have committed to the Managing for 
Development Results Initiative (MfDR), an 

BOX 5.8   Recent examples of country-level harmonization with regional 
development banks

In February 2006 the heads of the seven MDBs set up a joint task force to develop a consistent 
and harmonized approach to anticorruption work. On the basis of the task force’s recommenda-
tions, the MDBs agreed to a common framework for fi ghting fraud and corruption. The joint 
actions include standardizing the defi nitions used in sanctioning fi rms involved in corrupt activi-
ties, improving the consistency of investigative rules and procedures, and strengthening informa-
tion sharing. MDBs will continue to work together to assist countries in strengthening gover-
nance and combating corruption in cooperation with civil society, the private sector, the media, 
and the judiciary. MDBs have also focused attention on the special challenges posed by fragile 
states and are working on identifying opportunities for increased harmonization in approaches 
to fragile situations. One of the key recommendations is a proposal to adopt a common approach 
for identifying fragility, recognizing that it exists at both national and subnational levels, and 
to partner with the United Nations and other development partners in shared postconfl ict and 
postdisaster recovery planning.

Most MDB harmonization activities take place at the country level, with joint country assis-
tance strategies and joint activities. For example, IDA and the ADB have agreed to join efforts 
in Tajikistan through:

� Joint technical assistance to set up a monitoring system for the Paris Declaration
� Joint country economic, poverty reduction, and health analytical work
� Joint support to the health sector’s management information system
� Upgrading the multifunctional role of the joint Development Information Center
� Adding a common public information window to a joint education portfolio review 
� Joint databases.

In The Gambia, where harmonization and alignment are relatively less advanced, IDA and the 
AfDB agreed to cooperate closely. Under this joint strategy, the institutions have developed 
shared objectives and a common platform including joint budget support, joint investments in 
growth and competitiveness, and joint analytic work in public fi nance, civil service reform, and 
governance.

Source: World Bank 2007d.
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effort to use practical tools for strategic plan-
ning, risk management, progress monitoring, 
and outcome evaluation to direct resources to 
where the best results are attainable. A Source-
book on Emerging Good Practice, with sev-
eral country case studies, was fi nalized by the 
MfDR secretariat in May 2007. This, along 
with the Hanoi Roundtable discussion in 
February 2007, conveys a sense of urgency to 
improve development results. But that requires 
a signifi cant upgrading in capacity in many 
countries. The results agenda is far behind the 
reforms that have taken place in procurement 
and fi nancial management systems. 

Managing for development results is one 
of the themes of the Third High-Level Forum 
on Aid Effectiveness, to be held in Accra on 
September 2–4, 2008. In addition to owner-
ship, alignment, and harmonization issues, 
the event will give prominence to the theme 

of results orientation. In preparation for the 
event, the AfDB has been active in planning 
consultative regional meetings and in the 
selection of case studies to inform progress. 

The heart of the MDB systems lies at the 
country level. The IDB has launched a new 
project performance monitoring report for 
all sovereign guaranteed operations that pro-
vides better information on output and out-
come indicators against specifi ed targets and 
baselines and on risks that may affect their 
achievement. The ADB has been implement-
ing an MfDR Action Plan, 2006–08. It has 
initiated development effectiveness coun-
try briefs. The AfDB has introduced a new 
results-oriented supervision report format. 
The World Bank Group and ADB have main-
streamed Results-Based Country Assistance 
Strategies. The World Bank’s Africa Action 
Plan is based on an outcome-oriented frame-
work to guide the work of the Bank’s Africa 
region to promote country-led efforts in part-
nership with other donors (box 5.9).

A focus on results is translating into man-
agement frameworks that are risk based rather 
than absolute. Operational manuals can pro-
vide guidance to staff, but if recipient coun-
tries are responsible for program and project 
execution and the attainment of development 
results, then the responsibility of partner agen-
cies is to manage risks inherent in individual 
transactions and not to prescribe procedures. 
Better country procurement and financial 
management systems are already apparent, 
and the MDBs are active in building capacity 
to improve these. That will permit more rapid 
adoption of risk-based procedures.

Selectivity of Financial Resources

As part of the MfDR, the MDBs commit-
ted themselves to using more transparent and 
incentive-improving resource allocation sys-
tems aimed at maximizing aid effectiveness 
and encouraging stronger policies and insti-
tutions in recipient countries. At present, the 
foundation of each of these systems is a for-
mula that calculates the share of the resources 
that will be allocated to individual countries 
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on the basis of their fi nancial need (proxied by 
population and income per capita) and policy 
performance. Each MDB combines these fac-
tors somewhat differently in its performance 
allocation formula and uses different methods 
to accommodate exceptional circumstances, 
such as fragile or small states. In the past, the 
MDBs have taken signifi cant steps to harmo-
nize the CPIA questionnaires that lie behind 
their policy performance measures. This has 
led to more harmonization of performance-
based allocation systems along the two dimen-
sions of need and policy performance. 

The weight ascribed by each MDB to need 
and policy can be implicitly derived by look-
ing at the coeffi cients on per capita income 

and on CPIA scores in a regression model.15 
These coeffi cients can be interpreted as the 
sensitivity of resource allocations to “need” 
and “policy.” Put another way, the coeffi -
cients show the selectivity of each agency to 
these variables. Figure 5.5 shows that most 
MDBs are quite selective in terms of both 
policy and need and far more selective than 
bilateral aid agencies. Poorer countries and 
countries with better policy scores receive 
more aid funds. The figure also shows a 
trend toward greater selectivity in IDA and 
AfDF. A recent study prepared for the dis-
cussion of IDA15 replenishment fi nds that 
countries receiving more funds from IDA 
are those experiencing better results.16

BOX 5.9  The Africa Action Plan: progress in implementation

The World Bank launched an Africa Action Plan in 2005, and modifi ed it in 2007, to sharpen the focus on 
results. The Bank believes that good progress is being made in the implementation of the plan. There has been a 
very encouraging pickup in growth in the region. Africa’s growth is continuing to strengthen and could reach 6.3 
percent in 2008, according to the World Economic Outlook of the IMF. About two-thirds of the region’s popula-
tion now lives in countries that in recent years have achieved average GDP growth of more than 5 percent. Gross 
primary school enrollment has risen to 96 percent, and gender imbalances in education have been substantially 
reduced. Thirty-three of 44 countries show a decline in maternal mortality rates.

This broadly positive outlook is clouded by the enormous challenges still facing the region. Despite stronger 
growth, much of Africa will not meet the MDGs.a About 20 countries, many affected by confl ict and accounting 
for about a third of the region’s population, remain trapped in low growth. The 2015 target poverty headcount 
rate of 23 percent will be missed by a sizable degree, with current projections suggesting poverty is on track to 
decline to only 32 percent in 2015. Primary completion rates are low and child and maternal mortality rates 
are not coming down fast enough. And aid to Africa, outside debt relief and humanitarian assistance, has not 
increased at a pace commensurate with the Gleneagles promise.

The Bank Group’s contributions are broadly on track with what was expected. Private sector development, 
infrastructure, HIV/AIDS, and malaria programs are ahead of plan. MIGA and the IFC have made important 
contributions to private sector development, with the IFC opening a Private Enterprise Partnership for Africa, 
and raising $31 million in donor contributions. A partnership with Germany and the AfDB to make fi nance 
work for Africa was launched in October 2007. Progress is on track in regional integration, with the opening of a 
new World Bank department to focus on this and export development. But agricultural productivity and gender 
empowerment programs are behind schedule. African countries have done well in building state capacity, although 
they could have made faster progress if the World Bank’s Capacity Development Management Action Plan had 
come onstream earlier. Harmonization activities are also well under way at the country level, with money from the 
Africa Catalytic Growth Fund, designed to crowd in donor resources, fully committed through fi scal 2008. 

The World Bank Group has drawn four key lessons from the initial experience with the Africa Action Plan: 
the country-based model works and should be strengthened; the plan needs to become more selective to be used 
as an effective management tool; demand from countries should guide selectivity; and accountability for monitor-
ing and results should be strengthened.

Source: World Bank 2007a.
a. On current trends, 13 countries will meet only one MDG, and 23 will not meet any.
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The contrast between MDB and bilateral 
donor allocations in terms of their selectivity 
along the two dimensions of need and pol-
icy is partly attributable to the importance 
placed by bilaterals on historical and cultural 
ties. But it also refl ects differing views on the 
combination of discretion and rules-based 
approaches, with bilaterals favoring greater 
discretion. For example, the U.S. Millennium 
Challenge Corporation has moved furthest 
in trying to implement a transparent, per-
formance-oriented system but retains man-
agement discretion to deviate from a strict 
application of its formula. The European 
Commission has an alternative approach of 
allocating base funding according to need and 
performance but with fl exibility to deviate if 
country circumstances so warrant. Discretion 
in allocation can be used in a number of dif-
ferent ways. It can be used to include politi-
cal framework conditions, which the MDBs 
cannot do. But it can also permit greater fl ex-
ibility in responding to turnaround situations 
and other special circumstances such as dis-
ease burden, landlockedness, or state fragility 
that are hard to capture in a simple formula. 
Greater fl exibility to respond to some of these 
conditions may be desirable but comes at a 
cost in the transparency of allocations. 

Concessional fl ows to fragile states pose 
a special challenge for MDBs. On the one 

hand, the likelihood of successful develop-
ment outcomes from any specific project 
declines in a fragile state. On the other hand, 
fragile states have the highest incidence of 
poverty and are furthest away from reaching 
the MDGs. The allocation formula provides 
some fl exibility to accommodate exceptional 
circumstances of fragile states,17 but recently 
the share of fragile states in total ODA fl ows 
from the MDBs has been relatively stable, 
despite a sizable increase in the absolute level 
of MDB lending (table 5.5). As fragile states 
move from peace building to state build-
ing, the MDB role is expected to become 
larger. IDA has recently spelled out its new 
parameters for engagement and has system-
atically worked to reduce the performance 
gap between fragile and nonfragile states in 
project outcomes.18

Sectoral issues. In line with their changing 
strategies, MDBs have adjusted the sectoral 
composition of new commitments. The most 
striking recent trend is the reemergence of 
infrastructure as a major sector. The World 
Bank Group adopted an Infrastructure Action 
Plan in 2003. Since then it has scaled up fi nan-
cial support considerably, almost doubling its 
commitments from around $7 billion in fi scal 
2003 to around $12.5 billion in fi scal 2007. 
Figure 5.6 shows how disbursements in infra-

FIGURE 5.5  Policy and poverty selectivity of concessional assistance by the MDBs

Source: World Bank staff calculations, based on Dollar and Levin (2004). 
Note: FSO = Fund for Special Operations.
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TABLE 5.5  MDB gross disbursements to fragile states, 2002–07
US$millions

Gross disbursement 2002 2003 2004 2005 2006 2007

World Bank 1,107.8 985.3 1,403.2 1,693.4 1,373.7 1,802.7
IDB 2.6 48.0 28.0 70.0 65.7 90.1
AfDB 123.1 216.0 231.5 162.7 165.6 216.9
ADB 318.4 267.8 299.8 330.7 325.6 275.3

Total 1,552.0 1,517.1 1,962.5 2,256.8 1,930.60 2,385.0

Memo items 
Number of countries 36 35 36 36 35 35
Disbursements per capita 2.92 3.05 3.81 4.49 3.94 4.90
Percent of total MDB disbursements 7.9 6.5 11.1 12.3 8.3 10.6

Source: MDB staff. Figures for 2007 are estimates.
Note: Data include debt relief. Fragile states are defi ned as IDA-eligible countries with either a CPIA rating of 3.2 or below or without a CPIA 
rating. 

structure are already picking up volumes over 
the last three years. Along with more fi nanc-
ing, and leveraging private funds through 
guarantees and innovative fi nancing mecha-
nisms, the Bank has also made progress in 
integrating social and environmental concerns 

into infrastructure operations and strengthen-
ing governance and accountability.19 

A second compositional trend seems less 
positive. IDA reported an increase in its 
commitments for education, and an increase 
in education spending as a whole in recipient 

FIGURE 5.6  IBRD and IDA disbursements by sector and themes 

Source: World Bank staff. Figures for 2007 are estimates.
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countries, but a continued signifi cant gap in 
resources for primary education, despite the 
Fast Track initiative. In fact, IDA’s new com-
mitments for basic education have actually 
fallen by 13 percent in nominal terms in fi s-
cal 2005–07 compared with fi scal 2002–04, 
while lending for other levels of education 
rose by 25 percent. These trends hold even 
for the poorest countries and for Sub-Saha-
ran Africa.20

Review of Approaches to Assessing 
IFI Performance

Several approaches to measuring IFI results 
have emerged in recent years. The first is 
internal, developed by each IFI in respond-
ing to shareholder concerns. On a parallel 
track, albeit more focused on performance 
than results, some MDB shareholders are 
independently developing their own compar-
ative frameworks for assessing multilateral 
agencies, generally with a view to fi ne-tuning 
their fi nancial support. Third, civil society 
organizations are monitoring IFI perfor-
mance in an increasingly systematic manner.

MDB Internal Measurement Systems 
IFIs are taking action to improve the result 
orientation of their own management prac-
tices and programs. At the Third Roundta-
ble on Managing for Development, held in 
Hanoi in February 2007, donors recognized 
that managing for results should not be seen 
mainly as a set of measuring and monitoring 
tools, although statistics and monitoring and 
evaluation are essential components, but as 
a management strategy to improve decision 
making. Internal systems developed by the 
MDBs to measure results and effectiveness 
should be seen with this perspective in mind.

Results measurement systems. Efforts to mea-
sure the results of concessional lending began 
with the adoption of the IDA13 Results Mea-
surement System. Much debate, technical 
analysis, and dialogue with donors and IDA-
eligible countries went into the construction 
of the initial approach, which has since been 

refi ned. It uses a two-tiered system to link 
IDA’s contribution to the MDG framework. 
The fi rst tier looks at key development out-
comes, while the second tier looks at interme-
diate outputs contributed by IDA. The fi rst tier 
monitors 14 indicators in IDA-recipient coun-
tries, grouped into four key areas: growth and 
poverty reduction; public fi nancial manage-
ment and investment climate; human devel-
opment; and infrastructure. The second tier 
has indicators monitoring IDA performance 
at project, sector, and country levels.

The AfDF’s Results Measurement System 
is similar in methodology to that of IDA. 
The assessment of AfDF performance under 
AfDF-XI will occur at the institutional and 
country levels through the use of operations 
quality indexes, changes in country-level indi-
cators based mostly on internationally avail-
able statistics, and evaluation fi ndings. The 
AfDB has examined the outputs and short-
term outcomes of more than 140 projects 
that exited the portfolio over the 2004–07 
period. The ADB has also set up a new inter-
nal results measurement system.

The IDB is moving toward a culture of 
results and accountability by designing and 
implementing various new tools. It is intro-
ducing a corporatewide performance frame-
work, supported by steps to implement 
a results-based budgeting system, a new 
version of the project performance moni-
toring report for all sovereign guaranteed 
operations, and a new project evaluation 
instrument. 

The IMF also has various internal 
mechanisms for tracking results, starting 
with regular review by staff and the Inde-
pendent Evaluation Offi ce of the effective-
ness of IMF-supported programs, program 
conditionality, and surveillance. The Fund 
also regularly assesses the effectiveness of 
its advice in the context of surveillance and 
technical assistance missions. 

COMPAS. The common performance assess-
ment system, or COMPAS, was designed as a 
self-assessment to provide a common source 
of information on the results orientation of 
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the MDBs’ internal practices and operational 
relations with country and development part-
ners. The focus is on identifying common 
issues, rather than on individual comparisons 
among institutions, in order to provide a basis 
for information exchange and learning about 
performance and accountability.

Although it is still too early to assess 
trends, the 2007 COMPAS report attempts 
to identify the direction of movement since 
2006.21 Overall, the MDBs have improved 
on four of seven indicators, with the other 
three remaining stable. The improvement 
resulted from better performance in assess-
ing and strengthening the capacity of their 
borrowing member countries to manage 
for development results; strengthening the 
results orientation of their respective coun-
try strategies; strengthening their various 
processes related to project and program 
design and implementation; and better 
harmonizing their policies and procedures 
among themselves. Areas where no improve-
ments occurred, but where MDB approaches 
nevertheless are considered to be in line with 
current best practices, include allocation of 
concessional resources, institutional learn-
ing from operational experience, and results 
focus in human resources management.

COMPAS 2007 shows that MDB efforts 
toward strengthening their results orienta-
tion are also reaching their private sector 
operations in three stages: strategy design 
and project implementation; ex post evalu-
ation; and learning from operational expe-
rience. A major limitation in private sector 
operations is that not all country strategies 
include an explicit strategy to promote pri-
vate sector development. 

Among the highlights of the COMPAS 
2007 report are the fi ndings of a 12 percent 
increase in the number of country strategies 
of the AfDB, independently evaluated ex 
post, that show satisfactory or better results; 
an increase of 15 percent in the share of ADB 
projects that explicitly show baseline data, 
monitoring indicators, and target outcomes; 
a 12 percent increase in the proportion of 
ADB projects with satisfactory or better rat-

ings for development outcomes, based on 
independent evaluation; an increase in the 
EBRD disbursement ratio from 55 percent to 
60 percent; a 13 percent increase in the num-
ber of countries where IDB helped strengthen 
results management capacity; a 27 percent 
increase in the share of World Bank projects 
with baseline data, monitoring indicators, and 
target outcomes; and a 41 percent increase in 
the share of World Bank projects receiving a 
satisfactory or better rating in independent ex 
post evaluations. The MDBs have formed an 
Evaluation Cooperation Group (ECG), with 
the goal of promoting good practices and a 
focus on project implementation. 

MBD Shareholder Comparative Assessments
Several MDB shareholders have set up inde-
pendent approaches to assess the results and 
effectiveness of the MDBs. There are now 
fi ve such systems:

� Multilateral Organizations Performance 
Assessment Network (MOPAN) pro-
moted by nine donor countries (Austria, 
Canada, Denmark, Finland, the Nether-
lands, Norway, Sweden, Switzerland, and 
the United Kingdom) 

� Performance Management Framework 
of the Danish International Development 
Agency (DANIDA)

� Multilateral Effectiveness and Relevance 
Assessment of the Canadian International 
Development Agency (CIDA)

� Multilateral Effectiveness Framework 
established by the U.K. Department for 
International Development 

� Multilateral Monitoring Survey System 
developed by the Netherlands.

These systems differ in objectives, level of 
assessment focus, sources of data, and tools 
and methodology (table 5.6). Some focus on 
strengthening organizational accountability, 
others on helping guide bilateral fi nancial 
support. They are based on (nonrepresen-
tative) surveys, checklists, scorecards, or 
interviews, along with organizational per-
formance measures. 

143-178_GMR08_ch05.indd   169143-178_GMR08_ch05.indd   169 4/1/08   3:27:10 PM4/1/08   3:27:10 PM



C H A P T E R  5

170 G L O B A L  M O N I T O R I N G  R E P O R T  2 0 0 8

The experimentation with assessment 
frameworks refl ects the diffi culties of attrib-
uting results to individual agencies, more 
so as harmonization efforts gain strength. 
Nevertheless, there is demand for a sys-
tem to help the MDBs improve their com-
parative strengths and weaknesses through 
learning. A few common threads appear. 
The MDBs could increase the attention 

paid to the quality of monitoring and evalu-
ation practices. Reporting should refl ect on 
progress toward development results, nota-
bly the MDGs—that is, real results on the 
ground—not just process measures. Mean-
while, donors need to harmonize the current 
ad hoc MDB assessment to provide trans-
parent incentives for institutional change to 
management.

TABLE 5.6  A comparison of MDB assessment systems

Assessment 
approach

The Common 
Performance 

Assessment System 

Multilateral 
Organizations 
Performance 
Assessment 

Network 

Danish 
Performance 
Management 
Framework 

Canadian 
Multilateral 

Effectiveness 
and Relevance 

Assessment 

British 
Multilateral 

Effectiveness 
Framework 

Dutch 
Multilateral 
Monitoring 

Survey System 

Area of 
focus

Self-assessment, 
harmonization of 
practices

Perception 
analysis

Quality 
assessment of 
MDBs

Results and 
management 
assessment

Organizational 
effectiveness of 
MDBs

Perception 
analysis

Objectives Gather information 
on how MDBs 
are contributing 
to development 
results 

Monitor and 
synthesize MBDs 
progress; 

Contribute to 
lessons learning, 
accountability, and 
transparency. 

Better 
information 
about and 
understanding of 
MDBs, their roles 
and performance 
by stakeholders in 
MOPAN member 
countries 

Better dialogue 
with the MDBs 

Engagement 
of MOPAN 
country offi ces 
in performance 
assessment 

Improvement 
of overall 
performance of 
MDBs at country 
level 

Enhance the 
quality of Danish 
development 
cooperation 
through stronger 
focus on results 

Improve 
management 
and continuous 
learning 
through better 
information and 
reporting

Strengthen 
accountability 
through 
performance 
assessments and 
measurement 
in the context of 
an increasingly 
decentralized 
management 
structure

Better 
information 
for policy 
and fi nancial 
allocation 
decisions 

Improvement 
of CIDA’s 
accountability 

Better 
identifi cation of 
areas requiring 
advancement 

Multilateral 
effectiveness 
review as part 
of the Agency 
Aid Effectiveness 
agenda

Provide 
information 
to strengthen 
DFID’s 
accountability 

Provide inputs 
to DFID’s 
institutional 
strategies for 
engagement 
with 
multilaterals 

Provide inputs 
to future 
fi nancing 
decisions

Giving an 
insight into 
the general 
perception of a 
given MDB

Level of 
assessment 
focus

Country, 
organization, and 
global partnership 
levels

Country level Corporate 
(DANIDA), 
organization, and 
country levels

Country level. 
Focused on 
three themes: 
relevance, 
effectiveness, 
and improvement 
measures in 
management

Organization, 
country and 
partnership 
levels

Country level
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Civil Society Monitoring
The third pillar of assessment is through 
civil society. A number of civil society orga-
nizations and Web sites monitor programs 
conducted by IFIs. These organizations and 
Web sites provide important feedback—
typically quite critical—on IFI activities. 
They have been strong advocates for more 
rapid reform of IFIs, stemming from a sense 
of urgency that many countries are not on 
track to attain the MDGs. Currently, civil 
society is organizing to participate in the 
Accra and Doha conferences, with a focus 
on fi ve aspects of IFI operations: trade and 
economic management, conditionality, 
debt and fi nance for development, aid, and 
voice. 

Trade and economic management. While 
civil society groups recognize that there can 
be differences in views on economic manage-
ment with IFIs, they have organized strong 
advocacy efforts to push for change. One 
issue that is important to these groups is to 
understand better the poverty and social 
impact assessment of policy change, espe-
cially with respect to trade and employment, 
the role of safety nets, and trade in agricul-
ture. IFIs have initiated some poverty and 
social impact assessments, but not to the sat-
isfaction of many critics. These assessments 
have helped communicate development poli-
cies to stakeholders in recipient countries but 
are not mainstreamed into MDB activity. 
Nor have they been shown so far to  provide 

Assessment 
approach

The Common 
Performance 

Assessment System

Multilateral 
Organizations 
Performance 
Assessment 

Network

Danish 
Performance 
Management 
Framework

Canadian 
Multilateral 

Effectiveness 
and Relevance 

Assessment

British 
Multilateral 

Effectiveness 
Framework

Dutch 
Multilateral 
Monitoring 

Survey System

Tools, 
methods

COMPAS is a 
self-assessment 
exercise based on 
process and results 
indicators. It uses 
eight categories of 
data: 

Country-
level capacity 
development 

Performance-
based concessional 
fi nancing 

Country strategies 

Projects and 
programs 

Human resources 
management 

Learning and 
incentives 

Interagency 
harmonization 

Private sector 
operations

Annual survey: 
A questionnaire 
completed by 
participating 
MOPAN embassies 
and country 
offi ces for each 
of the MDBs 
assessed 

Country team 
discussions 

Country reports 
summarizing 
the fi ndings of 
country teams 

A synthesis report

A combination 
of qualitative 
and quantitative 
methods, drawing 
on: 

Organization 
strategies 

Annual results 
contracts 

Consultations with 
each multilateral 
organization 

Performance 
information 

Perception 
analyses 

Evaluation of 
multilateral 
organizations 

Performance 
reporting systems

A common set 
of indicators, 
drawing from 
multiple sources 
of information: 

Evaluations from 
the institutions 
themselves 

Multidonor 
evaluations 

Surveys of fi eld 
staff undertaken 
by CIDA, MOPAN

Focuses on 
eight corporate 
management 
systems and 
is based on 
three main 
assessment 
instruments: 

Checklist with 
nearly 72 
questions or 
indicators 

Scorecard rating 
data in the 
checklists 

Summary report 
presenting the 
organizations’ 
main strengths 
and weaknesses

Questionnaires 
answered 
by embassy, 
permanent 
representation 
of mission, and 
constituency 
offi ces staff. 

Performance 
assessment 
for the most 
important UN 
institutions and 
IFIs at country 
level of the 36 
Dutch partner 
countries.

Source: World Bank staff.

TABLE 5.6  A comparison of MDB assessment systems (continued)
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benefi ts in terms of policy choices that out-
weigh the costs of additional studies and 
time delays. 

Conditionality. Conditionality is a major 
channel through which IFIs have encour-
aged recipient countries to pursue specifi c 
economic policies, and one where civil soci-
ety groups have long been critical of the IFIs. 
This issue is becoming more sensitive as the 
shift toward program aid, with its attendant 
conditions, and harmonized approaches 
gathers momentum. Eurodad, a consor-
tium of European NGOs, issued a report 
on World Bank conditionality in November 
2007.22 That report concluded that although 
the number of legal conditions in World 
Bank operations had declined, many con-
ditions involved multiple actions. Eurodad 
claims that when conditions are unbundled 
into their separate components, there has 
been no decline (and perhaps an increase in 
number). Eurodad further claims that sensi-
tive conditions—defi ned as those involving 
privatization and liberalization—have gone 
up. At their extreme, civil society groups like 
Eurodad are advocates for dropping condi-
tionality on economic policies completely, 
on the grounds that it promotes externally 
induced policies and undermines debate and 
accountability for policy choice in recipient 
country political organizations. But in their 
less extreme form, the critics question the 
development impact of IFI conditions. 

Debt. The process of debt cancellation under 
the HIPC and MDRI initiatives is one exam-
ple of the power of civil society activism and 
awareness raising. But debt issues have not 
disappeared. In some instances, countries 
fi nd themselves again at some risk of debt 
distress, even after receiving debt relief, 
because of adverse terms-of-trade shocks, 
or because of still-outstanding debts held 
by creditors who have not participated in 
debt cancellation schemes. A few countries 
may be in the process of re-indebting them-
selves, sometimes outside the framework of 
the IFIs’ debt sustainability analysis. New 

lenders have been willing to enter this space. 
Debt issues, therefore, remain central to the 
agenda of fi nancing for development. 

Aid. Civil society groups are actively moni-
toring aid quantity and quality, along with 
aid effectiveness and new sources of fi nance. 
These groups have been strong advocates 
for more rapid scaling up of aid, as well as 
encouraging new thinking for making aid 
more effective.

Voice and accountability. A growing number 
of voices are being raised about the account-
ability of IFIs. While focused on the issues of 
quotas, shares, and chairs in organizations 
such as the IMF, there is a broader critique 
of IFI accountability and an effort to have 
greater civil society oversight and infl uence 
on IFI activities. Civil society voices call for 
stronger focus of the IFIs on the impact of 
rich-country policies on development. 

Learning from Evaluations
Evaluations are a major element in the IFI 
results approach. Evaluation is the source 
of evidence-based learning to improve aid 
effectiveness. Each of the IFIs has an active 
evaluation offi ce, conducting annual reviews 
of key programs. The COMPAS report indi-
cates no major changes in learning proce-
dures but suggests that the MDB evaluation 
offi ces play a greater role in the COMPAS 
process next year.

The evaluation offices of the IFIs have 
produced a number of reports in the past 
year relevant to the themes of strategic repo-
sitioning faced by the IFIs.

The Independent Evaluation Group of 
the World Bank issued a report on middle-
income countries. This report found a gener-
ally positive view of World Bank engagement 
in middle-income countries but also found 
unmet demand from client countries to help 
them tackle the harder issues of inequal-
ity, corruption, and environment. Much 
work in middle-income countries is oriented 
toward support of the private sector. The 
IDB’s Office of Evaluation and Oversight 
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found that while most private sector proj-
ects achieved their development outcomes, 
they constituted a weaker performing sec-
tor in the IDB. The EBRD evaluation offi ce 
reported that EBRD operations in providing 
fi nance for property development in transi-
tion economies had been “partly successful,” 
with poor performance in those economies 
where market-supporting institutions such 
as frameworks for property rights were not 
at an advanced stage.

Other studies looked more broadly at the 
relevance and impact of the IFIs. The IMF’s 
Independent Evaluation Office found that 
spillovers and the potential for concerted 
multilateral action were not given suffi cient 
emphasis in the Fund’s reviews of member 
countries exchange rate policies. The World 
Bank’s evaluators found that regional aid 
programs offered considerable promise but 
accounted for only 3 percent of total aid 
and were weakly linked to country assis-
tance strategies; the evaluators called for a 
strengthening of the broader aid architecture. 
The ADB found that its resident missions 
had “successfully” delivered on their prom-
ise to improve the effi ciency and effectiveness 
of operations in client countries but called 
for a systematic corporate decentralization 
strategy to respond to future challenges. In 
another review, the ADB advocated a change 
in its technical assistance strategy and man-
agement to clarify strategic direction at the 
country level. The AfDB is also conducting a 
review of its development effectiveness.

These studies suggest that the IFIs have 
the structures for institutional learning in 
place. They also suggest, however, that the 
new strategic directions that the IFIs have 
outlined are moving the institutions into 
unfamiliar territory where existing good 
practices are still evolving. 

Promoting Environmental 
Sustainability
Over the years, the IFIs have vastly expanded 
the level and scope of their environmental 
activities. This includes design and imple-

mentation of a variety of environmental 
products, including projects, policy guidance, 
research, and training. The IFIs have played a 
pivotal role in engaging developing countries 
and international and local organizations 
on various environmental matters, such as 
energy development and effi ciency, the threat 
to the ozone layer, greenhouse gas (GHG) 
emissions, loss of biodiversity, and ocean pol-
lution. Individually and collectively, IFIs are 
responding to the challenge of climate change 
by supporting the integration of climate con-
cerns into development policy making and 
poverty reduction strategies. They have taken 
major new initiatives to help clients address 
climate change mitigation and adaptation.

Strategic Framework

In promoting environmental sustainability, 
the IFIs focus attention on the nexus between 
environmental conditions, quality of life, 
and the sustainability of growth and there-
fore closely align environmental sustainabil-
ity with the other MDGs. The World Bank’s 
overarching vision for environmental sustain-
ability is laid out in the 2001 Environment 
Strategy, which outlines policies and actions 
to promote environmental improvements as 
fundamental elements of development and 
poverty reduction strategies.23 Recognizing 
the challenge of climate change that confronts 
all countries and particularly the poorest, the 
World Bank is currently developing a strate-
gic framework to scale up its work on climate 
change mitigation and adaptation. 

Other IFIs are also paying increased atten-
tion to environmental sustainability and the 
threat of climate change. Environmental sus-
tainability is expected to receive increased 
emphasis in the ADB’s Long-Term Strate-
gic Framework, currently being developed. 
The ADB’s Clean Energy and Environment 
Program, including the energy efficiency 
initiative and carbon market initiatives, are 
focused on environmental sustainability in 
the energy sector. Similarly, the IDB’s strat-
egy for sustainable economic growth outlines 
actions to promote growth while preserving 
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the natural resource base as well as social 
and cultural features. The AfDB board 
approved a new policy on the environment 
in 2004, which emphasizes environmentally 
sustainable development. The EBRD plans 
to expand investments in energy effi ciency, 
renewable energy, and reduction of GHG 
emissions within its mandate of promot-
ing environmentally sound and sustainable 
development in all its activities. 

The IMF also is paying increased atten-
tion to environmental and climate change 
issues. The Fund stands ready to assist its 
members in analyzing macroeconomic 
effects and making the right fiscal policy 
choices when dealing with environmental 
issues. The Spring 2008 World Economic 
Outlook examines the macroeconomic 
implications for the global economy of the 
potential fl ows from payments for carbon 
credits, how countries may best use those 
revenues, and mitigation and adaptation 
policy responses to climate change. The 
IMF will also analyze the fi scal implications 
of climate change and alternative adaptation 
mechanisms to deal with its effects.

Environmental Mainstreaming

All IFIs have aimed at mainstreaming envi-
ronmental issues in their country assistance 
strategies, sectoral- and policy-lending oper-
ations, and analytic activities. The recent 
review of the World Bank environment 
strategy documents that mainstreaming of 
environment issues into the Bank’s programs 
and activities has increased, particularly 
over the last fi ve years.24 Similarly, environ-
mental dimensions have been mainstreamed 
into ADB operations (representing about 
12 percent of ADB’s annual investments). 
The ADB has adopted sector-specifi c poli-
cies or strategies on forestry (1995), fi sher-
ies (1997), energy (2000), and water (2001). 
Environmental considerations also figure 
prominently in key sector policies of the 
EBRD and the IDB. In addition to increasing 
investment in traditional environmental sec-
tors, they are placing heightened emphasis 

on environmental components in economic 
and social sector operations.

Both the ADB and the EBRD require that 
a country environmental analysis (CEA) be 
undertaken every time a country assistance 
strategy is prepared or revised. This has 
become a principal mechanism for upstream-
ing environmental considerations in the con-
text of the Banks’ country programming. 
The CEAs are designed to give an overview 
of current environmental challenges and 
the governing legal and institutional frame-
work and to set out the priority investment 
needs for the country. While not a manda-
tory requirement, the World Bank and the 
IDB also have prepared a number of CEAs 
to inform country operations. These assess-
ments identify sectors and issues that are of 
highest priority. However, not all CEAs pre-
pared by IFIs so far have achieved tangible 
outcomes. This could be attributed to a vari-
ety of reasons including process of prepara-
tion and lack of follow up after completion.

Compliance with Safeguard Policies

The IFIs have over the years developed 
policies and instruments for mitigation and 
management of potentially negative environ-
mental impacts of their projects. This has 
been done through more effective upstream 
analytical work and dialogue, focused 
project design and implementation, and 
strengthened application of environmental 
safeguards. The environment assessment pro-
cess has been designed and refi ned over the 
years to better assess the economic, social, 
and environmental aspects of any proposed 
project. Also, in a number of cases an envi-
ronmental management plan or mitigation 
measures have been required to avoid, miti-
gate, or compensate for a project’s harmful 
effects. Most IFIs have been updating their 
environmental and social safeguard policies 
to ensure relevance to changing needs.

There has also been a growing empha-
sis on harmonization and alignment of 
safeguard policies and country systems. In 
2005, as a part of the Paris Declaration on 
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Aid Effectiveness, donors and partner coun-
tries agreed to foster the better integration of 
social and environmental considerations into 
country strategies and programs. The appli-
cation of safeguard policies to new lending 
instruments and approaches to development 
assistance have resulted in several recent 
safeguards initiatives. These include, for 
example, the adoption by the World Bank of 
a new operational policy in 2005 on pilot-
ing the use of borrower country systems to 
address environmental and social issues in 
Bank-supported projects (box 5.10). 

Climate Change Mitigation 
and Adaptation

IFIs are developing climate change strategies 
and policies to help client countries mitigate 

GHG emissions. In regions where the impact 
of global warming is already apparent, the 
IFIs are also increasingly helping countries 
to adapt to the new environment. 

The World Bank’s Clean Energy for Devel-
opment Investment Framework is designed 
to accelerate investments to mitigate GHG 
emissions by moving to a low-carbon econ-
omy. As a follow-up to this framework, the 
Bank is preparing a new strategy to better 
integrate climate change in the broader sus-
tainable development objectives.25 The Bank 
intends to focus on providing innovative 
and concessional fi nancing to facilitate both 
public and private sector investments in low-
carbon and adaptation projects; pioneer-
ing and advancing new market and trading 
mechanisms (box 5.11); facilitating technol-
ogy deployment and transfer to developing 

BOX 5.10  World Bank country systems pilot 

On March 18, 2005, World Bank Executive Directors approved the launch of a pilot program 
to explore using a country’s own environmental and social safeguard systems as an alternative 
to Bank safeguard policies for selected investment projects. This approach aimed to address 
what many borrowers viewed as excessive and unnecessary transaction costs of doing business 
with the Bank, while increasing borrower ownership and facilitating donor harmonization of 
safeguard policies. The pilot program was adopted in support of the Paris Declaration on Aid 
Effectiveness, in which donors and borrowers agreed to promote greater use of country systems 
for fi nancial management, procurement, and environmental and social safeguards. Key to this 
approach is an increased emphasis by the Bank on capacity building and human resource devel-
opment. To govern the pilot program the Board approved a new operational policy—Piloting the 
Use of Borrower Systems to Address Environmental and Social Safeguard Issues in Bank-Sup-
ported Projects. The rules defi ne the approach and the criteria for assessing country systems and 
specify the respective roles of the borrower and the Bank.

Following two years of implementation, the results of the pilot program were evaluated. 
The evaluation was based on pilots undertaken in Bhutan, the Arab Republic of Egypt, Ghana, 
Jamaica, Romania, and Tunisia (additional pilots are under way or have been identifi ed in Bhu-
tan, Ghana, India, Morocco, South Africa, Tunisia, and Uganda). Results indicate a substan-
tial potential for use of borrower systems for environmental assessment given strong borrower 
ownership and capacity to undertake such assessments. For social safeguards, such as invol-
untary resettlement, there are signifi cant challenges to reconciling differences between Bank 
and borrower systems. Diligent application of a new analytical tool—the Safeguards Diagnostic 
Review—will help ensure that Bank safeguards are not diluted in the process of using country 
systems. Coordination among donors is necessary to mobilize the resources needed to attain and 
sustain the capacity of borrowers to implement their own systems. The evaluation also identifi ed 
obstacles, at country level and internally, to more extensive application of the pilot program. As 
a result, the board in January 2008 approved a proposal to provide more incentives and support 
for use of country systems for environmental and social safeguards.
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countries; creating an enabling environment 
to tap the private sector; and expanding 
research on mitigation and adaptation. The 
Bank, in partnership with the governments 
of the United Kingdom and the Netherlands, 
is leading a global program of research on 
the economics of adaptation in developing 
countries, which was launched at the UN 
Framework Convention on Climate Change 
meeting in Bali in December 2007. 

The regional banks’ approaches refl ect their 
regional perspectives. The ADB is focusing 
on both mitigation and adaptation, including 
infrastructure development and fi nance, espe-
cially in the energy, transport, agriculture, and 
water sectors. The EBRD has placed its main 
emphasis on mitigation and is also develop-
ing an approach to adaptation. The EBRD’s 
climate change initiatives include supporting 
efforts to improve energy effi ciency and develop 
renewable energy sources to reduce the region’s 
dependence on fossil fuels. In May 2006 the 
EBRD launched a specifi c initiative, the Sus-
tainable Energy Initiative, to scale up climate 
change mitigation investment. The objective 
is to more than double EBRD investment in 
this area, to €1.5 billion over the period 2006–
2008, with a total project value estimated at 
€5 billion. By the end of 2007, investment by 
the EBRD under the initiative had exceeded 
the three-year target of €1.5 billion.

The IDB’s Sustainable Energy and Cli-
mate Change Initiative, approved in March 
2007, is designed to expand the develop-
ment and use of renewable energy sources, 
energy effi ciency technologies and practices, 
and carbon fi nance, as well as to promote 
climate change adaptation to reduce the 
region’s vulnerability. The IDB has estab-
lished a team to implement and coordinate 
activities under this initiative. The AfDB is 
currently working on a strategy for climate 
risk management and adaptation as well as 
developing renewable energy and energy 
effi ciency programs. Work in this area will 
include partnering with other bilateral and 
multilateral agencies on climate change for 
Africa within the “Nairobi Framework.” 
Related initiatives include ongoing discus-
sions on setting up a carbon fi nancing facil-
ity and a biofuel support facility. 

Financing of Environmental Activities

Environment-related lending has been an 
increasingly important component of World 
Bank operations. World Bank  investment 
lending for environment and natural 
resources management between 2002 and 
2007 amounted to $10.2 billion. This 
 constituted about 10.4 percent of total Bank 
lending. In terms of thematic distribution, 

BOX 5.11  Carbon Partnership Facility and Forest Carbon Partnership Facility 

Since the entry into force of the Kyoto Protocol in 2005, the World Bank has taken a lead role in 
ensuring that poor countries can benefi t from international responses to climate change, includ-
ing the emerging carbon market for greenhouse gas emission reductions. Signifi cant progress has 
been made in the development of the carbon markets. The Umbrella Carbon Facility was fully 
funded in August 2006 with total capital of $1 billion. Two new carbon facilities—the Carbon 
Partnership Facility (CPF) and the Forest Carbon Partnership Facility (FCPF)—were launched in 
December 2007 to scale up carbon fi nance. 

The CPF is designed to scale up carbon fi nance through programmatic and sector-based 
approaches and support long-term, low-carbon investments by purchasing emission reductions 
beyond 2012. It is intended to use carbon markets to promote GHG mitigation, enhancing the 
value of carbon fi nance to leverage investment for clean energy and the use of lower-carbon 
technology. The FCPF has been developed in response to requests from developing and industrial 
countries to explore a framework for piloting activities that would improve livelihoods in for-
ested areas while reducing emissions from deforestation and degradation.

143-178_GMR08_ch05.indd   176143-178_GMR08_ch05.indd   176 4/1/08   3:27:12 PM4/1/08   3:27:12 PM



L E V E R A G I N G  T H R O U G H  T H E  I N T E R N A T I O N A L  F I N A N C I A L  I N S T I T U T I O N S 

 G L O B A L  M O N I T O R I N G  R E P O R T  2 0 0 8  177

pollution management and environmental 
health activities make up the largest share of 
the lending (35 percent), followed by water 
resource management activities (29 percent) 
(figure 5.7). Besides investment projects, 
Development Policy Lending is another 
instrument through which the Bank is sup-
porting environmental policy and institu-
tional reforms. This lending rose sharply, 
from $59 million in 2004 to $264 million 
in 2006.

In addit ion to lending, the Bank 
administers grant facilities to support the 
implementation of global environmental 
agreements and the mainstreaming of their 
objectives into operations of the Global 
Environment Facility (GEF). The active 
portfolio of World Bank–implemented GEF 
projects at the end of fi scal 2007 included 
219 projects, with total net GEF grant com-
mitments of $1.6 billion. In terms of cumu-
lative approvals since 1991, the climate 
change focal area has received the largest 
funding ($1.5 billion) followed by biodiver-
sity ($1.3 billion) and international waters 
($0.5 billion).

Investments in environment-related proj-
ects have also been rising at the regional 
IFIs. In the past 10 years, the ADB sup-
ported 113 investment projects with envi-
ronmental objectives or elements for a 
cumulative value of $8.4 billion; these 
investments averaged $720 million a year 
and represented about 12 percent of the 
ADB’s overall annual investments. These 
investments reached a high of 21 percent 
of the total in 2006. Urban environmental 
management and natural resources man-
agement accounted for more than 80 per-
cent of these investments (fi gure 5.8). The 
EBRD’s cumulative environmental invest-
ments were $3.8 billion between 2002 and 
2006 and included projects dealing with 
municipal environmental infrastructure, 
energy effi ciency, and cleanup operations. 
Over the same period, the IDB approved 79 
environmental loans, investing $2 billion. 
The focus was primarily on water and sani-
tation (88 percent). Environmental lending 

amounted to about 10 percent of total IDB 
lending. In addition to these investments in 
environmental sectors, the IDB, and other 
regional development banks have been 
financing environmental components in 
economic and social sector loans. 

 Other environmental
management 3%

Environment
policy and 
institutions

Pollution management
and environmental health

Water resource
management

29%

8%

10%

12%

Climate change

35%

Biodiversity
3%

Land
management

FIGURE 5.7   Active World Bank environment and natural resource 
portfolio, by thematic distribution, as of June 30, 2007

Source: World Bank.

Policy, legislative, regulatory,
and technical assistance 2%

Natural resource
management

Cleaner production
or energy efficient technologies

Urban
environmental
improvement 45%

36%

17%

FIGURE 5.8   ADB projects with environmental elements by theme, 
2006

Source: Asian Development Bank.

143-178_GMR08_ch05.indd   177143-178_GMR08_ch05.indd   177 4/1/08   3:27:12 PM4/1/08   3:27:12 PM



C H A P T E R  5

178 G L O B A L  M O N I T O R I N G  R E P O R T  2 0 0 8

Notes
1. IMF 2007 (revised with new purchasing 

power parity data, January 2008).
2. ADB 2007. 
3. World Bank 2007; Zoellick 2007. 
4. AfDB 2008. 
5. EBRD 2006, p. 4.
6. World Bank 2007e.
7. World Bank 2007c.
8. Financial closure and guarantee effectiveness 

for four operations are still pending.
9. A municipal fund, which provides loans, 

guarantees, and equity investments in support of 
the infrastructure investments of municipalities 
and other subnational entities without requiring 
a sovereign guarantee, has been set up at the IFC. 
The Municipal Fund team also has developed a 
pipeline of more than 20 projects in all emerging 
regions.

10. A total of 45 countries made pledges to 
IDA15, the highest number of donors in IDA’s his-
tory. Six countries—China, Cyprus, Arab Repub-
lic of Egypt, Estonia, Latvia, and Lithuania, are 
becoming new IDA donors. China and Egypt were 
once IDA borrowers and have joined the Republic 
of Korea and Turkey as current donors and prior 
recipients of IDA’s assistance.

7. IDA reports a correlation between country 
capacity to coordinate aid and total aid received.

8. See detailed analysis in Global Monitoring 
Report 2007.

9. OECD 2007b.

10. World Bank, 2007d, annex 1.
11. Dollar and Levin 2004. 
12. World Bank 2007h. 
13. Both the AfDB and the World Bank, for 

instance, have developed an exceptional alloca-
tion framework for postconfl ict countries to allow 
countries to benefi t from additional resources over 
and above their performance-based allocation for 
a limited period 

14. IDA 2007b.
15. World Bank 2007f.
16. IDA 2007a.
17. The COMPAS report was initiated in 2005, 

with an initial set of indicators that are intended 
to constitute the basis for tracking future trends in 
their performance. The 2006 and 2007 COMPAS 
reports incorporate some revisions. These changes 
include slight modifi cations to a few indicators, the 
inclusion of performance indicators for the private 
sector operations of MDBs, the participation of the 
Islamic Development Bank for the fi rst time, con-
tributions from a group more representative of the 
bilateral donor community, and greater involve-
ment of MDBs’ independent evaluation offi ces to 
enhance the objectivity and the credibility of data. 

18. Eurodad 2007.
19. World Bank 2001. 
20. World Bank 2007b. 
21. Towards a Strategic Framework on Climate 

Change and Development for the World Bank 
Group. World Bank 2008.
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