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Foreword

A chain is only as strong as its weakest link. This metaphor is highly
applicable to the work of countries, the multilateral development
banks, and the development process itself. If each link represents a
development project, when one project misses its goals, the develop-
ment program’s effectiveness is compromised; if the links are strong,
development effectiveness is maximized for the sector, country, and
region.

Crucial to ensuring the strength of the process is research, par-
ticularly evaluative research. It informs the quality and impact of
development operations on the ground and helps policymakers make
development decisions. Indeed, economic gains are greatest when
developing countries exploit cross-sectoral links, when innovative
approaches improve incentive structures, and when thoughtful poli-
cies can scale-up projects and programs with favorable outcomes to
promote economic growth and create jobs.

As this book emphasizes, two of the most important overlooked
links in the development chain are relevant data and farsighted plan-
ning from policymakers and their partners.

The commitment of the multilateral development banks, including
the World Bank, and other institutions to evaluating project impacts
has produced a wealth of new data on specific impacts on certain popu-
lations. This work has vastly expanded our knowledge of what works
in development and what does not. Despite these advances, poor or
missing data continue to hinder further research and analysis in some
sectors—including infrastructure, gender, and climate change—and
for some target populations.

And parts of government have failed to address important, long-
standing, but less politically glamorous issues because of the near-
sightedness of some policymakers. Investing in growth-enhancing
infrastructure such as roads, ports, and electricity grids, for example,
could expand trade in goods and services and increase movements

xi



Multilateral Banks and the Development Process

of people. Investments of this nature are critical to sustaining global
growth and reducing poverty.

A lack of planning is not limited to the developing world. With
global markets in upheaval over the uncertain outlook for the US
and European economies, both advanced and developing economies
must attend to long-term goals. Policymakers should avoid politi-
cally expedient decisions when more comprehensive policies can be
put in place to spur job creation and economic growth. One ap-
proach to promoting growth is to develop national industrial policy
along the lines of a country’s comparative advantage. East Asian
countries present good examples of the huge economic gains of ex-
ploiting comparative advantage and adapting to the dynamic global
economy.

Indeed, the global economic landscape is changing at a dramatic
pace. In a paradigm shift to a new multipolar world, the most powerful
engines of growth are coming from the developing world, particularly
from China, India, and Brazil. Characterizing this multipolar world
are stronger South—South links for trade, finance, technology, and
knowledge. Trade is increasing between East Asia and emerging Latin
American countries like Chile and Peru. And sub-Saharan Africa is
experiencing unprecedented growth.

The developing and newly industrialized nations present many les-
sons. China has lifted 600 million people out of poverty since 1980,
through agricultural reforms and labor-intensive manufacturing de-
velopment. India has followed its comparative advantage in services to
grow remarkably in the last two decades. And the Republic of Korea
has increased its GDP per capita ninefold since the 1970s. But not all
attempts to facilitate growth and development meet with success. It
may seem obvious that development practitioners should apply poli-
cies that work and avoid those that do not, ensuring that the links in
the chain are strong. But too often they overlook those links—be-
cause of complexity, because of tradition, because of strong vested
interests.

Informing these links are lessons from World Bank research, from
Bank-supported projects, and from rigorous evaluations by the World
Bank’s Independent Evaluation Group and Development Impact Evalu-
ation initiative. The authors, Vinod Thomas and Xubei Luo, present
many of the lessons in this book. These contributions can help poli-
cymakers and practitioners focus on the right results, measure the
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progress, apply the lessons, and thereby strengthen the development
chain for greater effectiveness.

Justin Yifu Lin

Senior Vice President and Chief Economist

The World Bank
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Preface

With the spread of the global financial crisis, the world economy
shrank in 2009 for the first time since World War II. Forty million more
people went hungry that year, while 64 million more found themselves
living in extreme poverty by the end of 2010.

If the benefits of sound financial regulation had been recognized
and the needed regulatory measures had been put in place, billions of
dollars might not have evaporated and millions of people might not
have suffered huge setbacks in life. If the rosy assumptions of pres-
tigious institutions and leading academics had been challenged, the
falling dominoes might not have wrought such damage.!

Meanwhile, the value of global GDP exposed to tropical storms
soared to more than $1.5 trillion a year, triple the $525 billion of
forty years ago (in 2000 dollars).? Acts of prevention and mitigation
of natural disasters could have reduced the damage: $1 spent on loss
prevention, by some estimates, could avoid an average of $4 in future
losses.® But in the wake of natural catastrophes, attention seems to
focus only on relief and rehabilitation.

Where prevention is emphasized, the investment pays off. Bangla-
desh, subject to annual flooding and massive losses of life, invested in
early-warning systems and hurricane shelters and evacuating areas
most at risk. While the cyclone and floods of November 1970 took the
lives of 300,000 people, a similar storm in May 1997 claimed 188.

These lessons from the financial crisis and climate-related hazards
are two of several from recent evaluations that shed light on devel-
opment effectiveness in the context of the support from multilateral
agencies such as the World Bank. They illuminate the links in the chain
connecting development efforts to development results. The results
chain comprises inputs such as financing for schools, outputs such as
student enrollment and graduation rates, outcomes such as student
learning, and impacts such as competitiveness and social progress.
Evaluations show that the connectivity among actions along the chain,
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by countries and their development partners, differentiates the big
from the small impacts.

We are familiar with how results chains work. In the food chain,
for example, plants, animals, and human beings are linked. If crucial
links are threatened, such as by climate change, the entire chain could
break.

Many of the evaluative lessons are not new, and some are even
routine; but they could have large impacts. Yet, they receive scant at-
tention. The reasons for such neglect vary—from the inconvenience of
tracking some of the more complex links to a short-term focus driven
by pressures from vested interests.

Evaluation can provide timely information on what has worked,
in what contexts, and why. It can help decision makers understand
what has happened and identify ways to achieve better outcomes.
Often it confirms existing assumptions, but it can also encourage
fresh thinking that improves development effectiveness. Publicizing
findings, having debates, strengthening methods, and focusing on
checks and balances—all can give overlooked evidence greater trac-
tion and impact.

This book looks at several examples that show how learning from the
lessons of experience improves development effectiveness. It marshals
important lessons from recent evaluations, especially those that are
underemphasized or unexpected, with the main purpose of informing
policymakers and practitioners about issues vital to development.

Its basic message: To meet emerging challenges, development
professionals need to focus on results, measure progress, and apply
lessons. This may be common sense, but the chapters show that con-
certed effort is often needed to overcome myopia and inertia.

Vinod Thomas and Xubei Luo

Notes
1. Independent Evaluation Office (2011).
2. UN(2011).
3. Multi-hazard Mitigation Council for the Federal Emergency Management
Agency (2010).
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Eight Lessons

Lesson One: Let not the urgent divert the important

The needed attention to the immediate ought not to crowd out what
is important for the long term.

Lesson Two: Connect links that strengthen results

Gains are impressive when vital links among related areas are
capitalized on.

Lesson Three: Composite indicators can mislead

Summary measures are catchy, but if not well grounded, they can
misdirect policy.

Lesson Four: Go from averages to targeted segments

Measures of the average are not enough as a basis to guide interven-
tions that are intended to target a subset of the population.

Lesson Five: Align intermediate and final goals

An exclusive focus on an intermediate part of the solution can come
at the expense of achieving the ultimate objectives.

Lesson Six: New challenges call for shifts in direction

Past success of projects in an area notwithstanding, direction may
need to shift in view of new challenges.

Lesson Seven: Capture opportunities

It may not be enough to do things right when changes can enable us
to do the right things.

Lesson Eight: Tarry not—for timing is (almost) everything

Follow-up is more likely when evaluative lessons are available at
the right time.
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1
The Results Chain

One of the great mistakes is to judge policies and programs by their
intentions rather than their results
—Milton Friedman

Taking lessons to heart can be a matter of success and failure.
While keeping kids in school has its benefits, the objective of educa-
tion is learning. Several countries illustrate the limits of an exclusive
reliance on raising inputs to achieve education results.! Tanzania, for
instance, rightly won a United Nations award for the rapid expansion of
school enrollments in recent years, and yet learning outcomes in
secondary education declined. When students are pushed into
the next grade and qualified teachers are in short supply, results
suffer. The forgone impacts of ignoring learning outcomes are esti-
mated to be sizable losses in GDP, and hence employment and poverty
reduction as well.

Today, we know the enormous costs that climate change can im-
pose on society. Cutting and burning forests produces a fifth of the
greenhouse gases in the atmosphere. But when the choice is posed
as complete protection or none, the pressure from vested interests
to cut down trees usually wins out—at great cost to society. It turns
out that a balance—encouraging forest protection in tandem with
economic activities in some areas—can deliver better results than
either extreme.

This book looks at vital but often overlooked links in the results
chain—links that the evaluative experiences of countries and their
development partners such as multilateral banks can illuminate. When
critical links are broken, big societal or opportunity costs can result.
The objective is to signal to policymakers and development practi-
tioners the critical elements connecting actions to results that could
change decision making, especially ones that tend to be overlooked.
Such a focus is not intended to suggest that our knowledge has to be
complete or that action has to be comprehensive to make progress.

1
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Rather, it is meant to put the spotlight on knowledge of what works
and in what context, and of what elements can block or facilitate the
translation of that knowledge into actions and results.

The stakes in deriving such lessons and strengthening the links are
high. Despite progress in reducing poverty, some 1.4 billion people
were estimated to be living in extreme poverty (on less than $1.25
a day) in 2005, with the absolute numbers affected by increases in
population—and subsequently by the impact of multiple global crises.
Ineffective resource use for development misses opportunities both
for potential beneficiaries and for those supporting development
programs.

In an era when resources for investment are scarce, evaluating the
effects of investments can provide considerable social value. Coun-
tries and agencies find that independent evaluation can help improve
development effectiveness. Evaluating public programs, projects, and
policies is now accepted as a way to hold authorities accountable for
their use of resources while learning which approaches work and which
do not, and under what circumstances.

Opinion drives policy. Opinion driven by vested interests can induce
bad policies. But evaluation can enrich opinion with knowledge and
enhance the accountability of decision makers for results.

Evaluation can promote accountability relating to actions taken by
countries and international financial institutions, and contribute to
learning about development effectiveness. It can influence the change
of process in policy and institutional development.? It can especially
add value when it identifies overlooked links in the results chain, chal-
lenges conventional wisdom, and shines new light to shift behavior or
even ways of doing business. Some of the most important findings are
those that shed light on important but often ignored lessons, providing
a basis to reconsider and guide the actions of organizations charged
with implementing public policy.

The chapters here provide examples of how both evaluators and
users of evaluation can look afresh at some of the vital, yet underap-
preciated links in development activities. The illustrations are in good
measure drawn from the work of the Independent Evaluation Group
(IEG) of the World Bank Group (comprising the World Bank, the
public sector wing, and the International Finance Corporation, IFC,
and the Multilateral Investment Guarantee Agency, MIGA, the private
sector wings) but also from the work of other development evaluation
organizations and researchers.?

2



The Results Chain

How Evaluation Can Inform Development

Evaluation has a long history in development. Bilateral and United
Nations aid agencies have funded evaluations of their work over the
years, and most now have evaluation offices.* And since the World
Bank established an Operations Evaluation Department in 1973, other
international financial institutions have set up independent evaluation
units.® Countries also find that evaluation, especially when indepen-
dent, can make development programs more effective. Colombia,
Mexico,® South Africa, the United Kingdom,” and the United States are
among the many countries that have recently adopted or strengthened
evaluation policies and capacities.®

When competition for scarce resources increases, it seems reason-
able to know which programs are achieving intended results with a high
cost—benefit ratio and which are not. In turbulent times after crises,
there is more demand for information on how government-funded
programs are performing.’

Evaluation can add real value in assessing whether interventions
produce desired outcomes, in what contexts, and through what chan-
nels. Success and failure lie at the intersection of individual and micro
impacts with social and aggregate impacts, but the interactions are
difficult to discern.!® Good evaluation is associated with good project
outcomes." But it has costs. It requires funding, staff time, and other
resources to develop the capacity of aid agency and developing country
staff to conduct evaluation studies, oversee them, and use their results.
Even so, the fragmentation of evaluation products and the diversity
of evaluation methods can contribute to “evaluation bombardment.”*?
That lack of coherence raises the cost of development assistance,
including the cost of evaluating results. So, it is worth asking: When
can evaluation be uniquely helpful? And how can the resources spent
on carrying out evaluations and applying the lessons have the most
impact?

How an organization (or initiative) is expected to achieve results
depends on the underlying assumptions—on the validity of the theory
of change." The theory of change could lay out a chain linking inputs
to outputs, outcomes, and impacts. To answer the question of why an
intervention worked or did not work, mapping out the results chain
to test the underlying assumptions is key.!* But many of the events or
conditions that are assumed to produce the desired outcomes might
not be in place. Nor might the interventions function as expected,
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particularly given the complexity and interrelatedness of development
programs. These assumptions need to be identified and tested based
on the prevailing macroeconomic and political environments and on
local policymakers and international donors. Evaluation can unbundle
the theory of change to suggest how an intervention converts inputs
and outputs into outcomes and impacts.

Through a series of events—such as the 2002 International Con-
ference on Financing for Development in Monterrey, Mexico, which
established the Millennium Development Goals, and the 2008 Forum
on Aid Effectiveness in Accra, Ghana—the development community
has tried to move from a focus on inputs and outputs to a consider-
ation of outcomes and impacts.'® But there is still some distance to
go in focusing on results.

Independent evaluation has a valuable, if not always explicit, role
throughout the development process. Its obvious and traditional focus
is the link between results monitoring and organizational learning:
an independent assessment of results and lessons is generally a key
part of the project or program cycle. But independent evaluation does
more than look retrospectively for achievements and lessons. And
timing can make a crucial difference in influencing decision making
and results.

Evaluation considers the goals of interventions, measures their
effects, and draws lessons (Figure 1.1); these make up the three main
parts of this book. The findings of evaluation refer to and intersect
with the full cycle, from inputs, to outputs, to outcomes, and to im-
pacts relating to the interventions. Including the cycle’s design implies
that evaluation can bring value not only retrospectively, but also in
real time and prospectively. We will see that many factors influence
results, including conditions outside the domain of the interventions
(see Figure 3.1 in Chapter 3).

For evaluators, the shift from tracking inputs and outputs to focus-
ing on outcomes and impacts was a natural outgrowth of evaluations
that found discord between plans and results. The focus on results
also draws attention to the vital links in the results chain and to the
complexity of attributing outcomes to particular inputs.

To be effective, evaluation needs to consider the links connecting in-
puts to outputs—and to outcomes and impacts. This requires focusing
on what might be the right results, getting the appropriate measures,
and providing lessons to enhance development effectiveness.
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Figure 1.1
Development Process and the Results Chain

Goals

N

Impacts Interventions Outputs

\«_ /

Outcomes

Lessons / \

What Are the Results to Focus On?

It seems straightforward to focus on results. Less obvious, how-
ever, are the level that an intervention should target and how results
interlink over time and across microeconomic and macroeconomic
dimensions.

It is often assumed that addressing immediate needs will produce
desired outcomes over time and that doing projects right will take
care of problems in a sector or country. In each of these instances,
the intermediate steps may be necessary for the longer term or more
full results, but they may be far from sufficient. Focusing on results
and being aware of the links across projects, sectors, and country
programs are essential.

We might think of a three-dimensional space, with one axis focus-
ing on time, the second on the unit of intervention (project, program,
country), and the third on the area or sector within which desired
outcomes can be identified. All three aspects come into play in varying
measure in generating the results. The findings assembled here point
to two sets of lessons.

The needed attention to the immediate ought not to crowd out what's
important for the long term. Sometimes a focus on immediate require-
ments, not aligned with long-term goals, may do more harm than good
because development is path-dependent. For example, responses to
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natural disasters usually target reconstruction, not mitigation or pre-
vention. But rebuilding substandard homes in haste can lead to more
deaths and losses if disasters hit again. Disasters should be treated
as risks to development, not interruptions. Among countries that
received World Bank support to deal with disasters, fewer than half
even discussed disaster responses in their development plans.!® The
opportunity cost is high if the resources are allocated exclusively to
immediate needs after a disaster, because in the long run one dollar
in prevention can yield as much as four in benefits."”

Gains are impressive when vital links among related areas are
capitalized on. Country and sector results may differ from project
results—for two reasons. The country and sector objectives are not
the aggregate of project objectives. And the factors affecting country
and sector outcomes can be far beyond those affecting project out-
comes. For example, the Chad—Cameroon oil pipeline project was
well implemented and a financial success, but the main country’s
objectives—capacity building in the sector, improved governance,
and reduced poverty—were not met. And sector outcomes are often
linked to results in other sectors in ways that are not always obvi-
ous. Capitalizing on cross-sectoral links can lead to better outcomes
and impacts. For example, health outcomes can be better when
focusing not only on health projects, but also on infrastructure fa-
cilities to distribute medical supplies to health clinics and commu-
nity outreach activities to inform people about having their children
vaccinated.

These lessons are explored in Part 1.

How Might Results Be Measured?

What gets measured gets done, so it is crucial that the right things
be measured in the right way to promote development effectiveness.
Focusing on results is of limited value if they are not measured prop-
erly. Poor monitoring and evaluation can risk achieving the desired
outcomes and harm development effectiveness by misallocating scarce
resources from higher-value activities. Developing sound measures
is not entirely a technical matter. To be useful, measures need to be
meaningful to those who need the information to address issues of
interest. This implies a collaborative approach to designing indicators,
and engaging executing agencies, sector experts, and measurement
professionals. Moreover, the quality of the indicators depends on their
intended use.'®

6
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Technical issues are important in this context. Consider four tech-
nical criteria for indicators: defining results targets, identifying the
sources and frequencies of data collection, programming funds for
data collection and analysis, and ensuring capacity for achieving the
agreed results.”” Each of these aspects makes a difference to effective
measurement.

Among the lessons explored in this book, several involve measure-
ment issues.

Summary measures are catchy, but if not well grounded, they can
misdirect policy. Composite measures can be appealing because of
their apparent simplicity, and they usefully focus attention on a specific
issue. But they sometimes send wrong signals and lead to misdirected
development activities. The risks are particularly high when the as-
sumptions and logic behind the construction of the indicators are
not clearly documented and when what the indicator actually mea-
sures differs from what it claims to measure. For example, the Doing
Business Indicators posit that lighter regulation and lower taxes that
lower the cost to private business signal a better regulatory regime,
spurring better socioeconomic results. A mechanical interpreta-
tion—that fewer regulations would be better, without looking at
which aspects of regulation and up to what point—can lead policy in
the wrong direction.

Measures of the average are not enough to guide interventions in-
tended to target a subset of the population. A project or program may
succeed on average but fail to address the right constraint or reach
the targeted beneficiary groups. If only the averages are measured,
the target population can be left out or wind up worse off when the
distribution of benefits is skewed toward the better off. Targeting the
areas where the poor concentrate, the issues that the poor commonly
face, and the constraints especially relevant for the poor do not ensure
that the poor gain disproportionately. Even changing the structure of
aid delivery to empower the poor may empower others even more. In
Benin, a community contribution requirement created hardship for the
poor. Because it is very difficult for the poor to make cash contribu-
tions, they usually contribute time and labor, taking them away from
income-earning activities.

An exclusive focus on an intermediate part of the solution can
come at the expense of achieving the ultimate objectives. Intermediate
outcomes are easier to monitor, and we often need to target them to
make things manageable. But they may not produce the desired final

7
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outcomes if vital links in the results chain are missing. If the desired
results are not spelled out, program achievement will remain unknown:
success cannot be distinguished from failure and thus cannot be re-
warded. For example, Tanzania rightly won a United Nations award
for its progress in attaining universal education ahead of the 2015
Millennium Development Goals, but the gains in enrollment were
accompanied by a decline in learning outcomes in secondary educa-
tion. With resources devoted exclusively to expanding schools, other
factors, such as competent teachers, still lagged.
These lessons are discussed in Part II.

How Might Evaluative Information Be Used to Boost Results?

Focusing the results at the right level and measuring them the right
way can still be of limited value if the evaluation findings are not used
properly. For evaluation findings to have the desired results, it pays
to present them at the right time, in the right format, and to the right
audience—and to apply them in the right context.

It is often assumed that if evaluative information is useful, it will
automatically be used the way it should. This may not be true for
many reasons. First, the future may not resemble the past. In a rapidly
changing context, simply replicating what worked in the past may not
help in the future. More investment is beneficial only if it considers the
changes. Second, it is important to look not only at what happened,
but also at what could have happened. Getting beyond existing as-
sumptions and received wisdom and looking with a fresh eye could
shift behavior or even lead to new ways of doing business. Third, the
timing and process often determine to what extent, if any, evaluative
lessons can be useful.

This book examines several cases of using evaluation effectively—
and the limitations on its use.

Past success of projects in an area notwithstanding, direction may
need to shift in view of new challenges. The uncertainties and complexi-
ties of development mean that changing environments and emerging
challenges can make it inappropriate to mechanically apply the find-
ings from past work to future efforts. For example, large irrigation
projects have improved agricultural productivity. But with water
scarcity a growing concern, they may not be sustainable. And road
investment has increased accessibility and stimulated growth. But
rapid urbanization and growing congestion can erode those benefits.
Innovative, sustainable strategies are required to meet future needs.
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For water, the strategy will include coastal zone management, pollu-
tion reduction, and groundwater conservation. For transport, it will
include cross-cutting approaches to address the links with energy, land
use, urbanization, the environment, and climate change.

It may not be enough to do things right when changes can enable us
to do the right things. The role of evaluation in identifying opportuni-
ties is often underappreciated. For example, if we could overcome the
apparent conflicts among policies, strategies could be built around
reducing energy subsidies and targeting them to the poor, thus im-
proving energy efficiency, saving money, and contributing to growth.
For another example, if we could overcome internal institutional con-
straints and limitations in governing charters and policies, the ability
of organizations to provide services to clients could be enhanced. Or
if we could overcome information constraints, we could make more
informed decisions.

Follow-up is more likely when evaluative lessons are available at
the right time. Evaluative information can be effective only if it is de-
livered when it can affect key decisions. For high impact, it is crucial
to learn faster what works and what does not, to focus on results at
the right time, and to link evaluation findings to development ac-
tions. Real-time and prospective evaluations could overcome some
limits of ex post evaluation and provide timely feedback. In Mexico,
the early results of the evaluation of Progresa-Oportunidades helped
persuade a new administration not only to maintain it, but also to
scale it up. In the Philippines, the evaluation of an early childhood
development program affirmed strong results and supported the
decision to expand it.

These lessons are covered in Part III.

How Might Evaluation Lessons Be Used to
Improve Development Effectiveness?

For actions to translate into the desired results, the intended and
unintended consequences of development activities must both be
considered. It is not enough to measure only the intended results be-
cause the unintended ones may provide unexpected benefits or costs.
Unintended results can provide a rich source of learning for future
activities and checks on current ones.

Many evaluation findings confirm what is known. Their value
lies mainly in summarizing lessons and, perhaps, in suggesting im-
provements for future interventions. But some evaluations generate
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unexpected results that question the expected connections between
actions and desired outcomes, including the critical assumptions and
context for the underlying theory of change implicit in the activity.

Some of these important elements are neglected or simply taken
for granted. By pointing out crucial but neglected areas and providing
timely information to change development thinking and guide policy
decisions, evaluations can push policy interventions from a generally
accepted but perhaps ineffective (or even harmful) state of inertia to
a more beneficial course.

The rest of this book elaborates on eight major lessons for develop-
ment effectiveness. The lessons address three questions: What results
are to be measured? How might they be measured? And how can the
evaluative information be both useful and used?

In addressing these questions, the chapters that follow give examples
of how these issues seem to have played out in various development
circumstances. The aim is to bring out some of the unexpected or less
than obvious lessons from past evaluations and to suggest how future
work might identify new lessons.

We might imagine some of the reasons why these links often get
short shrift. They range from the lack of data and information, to the
inconvenience of dealing with their implications, to the vested inter-
ests that block their pursuit. For example, since data on averages are
easier to compile than those for particular segments, it is the averages
that often get examined even if the goal is to reach target groups. It
might also be inconvenient to deal with critical links such as regula-
tion, when it takes time and attention away from the convenient, such
as liberalization.

Incentives in an organization or the development process are often
stacked in favor of the immediate: for example, emphasizing relief
efforts in a natural disaster, vital as they are, rather than prevention,
which is equally critical but takes time to render results. Or there
may be emphasis on what is visible, such as the opening of a school
building and getting kids to school, rather than the learning out-
comes, which not only come later but might also be more intangible
in the first instance. Furthermore, vested interests can block reforms
that could take away the privileges of special groups even as societal
gains might outweigh their losses. Ignoring the link between climate
change and natural disasters or agricultural productivity is a case in
point.
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Part 1

Aim to Get Results

Focusing on results seems straightforward. But it is often not
practiced because of the challenges in carrying out the required
analysis and because of the political or bureaucratic pressures to
ignore them. Indeed, interventions can translate to results at different
levels, which are interdependent and do not necessarily flow in a linear
fashion. Focusing on results over time, across sectors, and between
the project portfolio and country program can produce longer-lasting
results. For natural disasters the need is to invest in preparedness and
mitigation, not just in relief and reconstruction. In this instance and
others, we see the disadvantages of remaining permanently reactive.

Going from project to country outcomes draws attention to the
value of analytical work and policy changes that can affect individual
investments. Factors beyond the control of the government and donors
often influence country outcomes. Assuming a simple translation or
aggregation of results from project to sector or country can risk not
pursuing, and thus not achieving, the desired results. Examples, even if
limited, suggest the value of cross-sectoral approaches. Interventions
that connect the dots—rebuilding schools, providing better health,
and improving infrastructure—are more effective when the pace and
sequence of actions in different sectors are considered together, be-
cause the actions interact and their results are often interdependent.
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2

Let Not the Urgent
Divert the Important

We can’t control when or where a terrible storm may strike, but we
can control how we respond to it.
—Barack Obama

It has become increasingly necessary to respond quickly to urgent
needs in development work. But one of the drawbacks in such re-
sponses is the temptation to focus exclusively on the immediate needs,
even when doing so undermines long-term results. Attending only to
immediate objectives may not ensure attention to continuing concerns
and at worst might impede improving sustained outcomes.

This often happens when the immediate needs are clearly visible and
compelling. To be sure, a quick response to urgent needs is essential
in the wake of a calamity, such as a natural disaster. The top prior-
ity must be to save lives, and basic human needs must be addressed
quickly. Reconstruction and rehabilitation are vital to resume life and
restore livelihoods.

But when things are rushed, quality is often traded for speed, as
in many postdisaster situations. Immediate steps need to feed into
longer-term solutions—just as the responses and the protocols in the
emergency room are essential to a patient’s long-term care. Rebuild-
ing substandard homes in disaster-prone areas may provide housing
to people in need, but in future disasters it could lead to more severe
losses and casualties.

The uncertainties of future and intergenerational well-being could
also lead to paradoxical behavior. People may be anxious about cli-
mate change but not sure how to think about it or take action.! They
understand the importance of controlling carbon emissions, enhanc-
ing sequestration possibilities, and investing in alternative energy
technologies to mitigate the negative effects of climate change. But
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the investment needed now seems large while the benefits will accrue
only in the years to come.

Of course, these considerations apply to many other situations,
including health, education, and finance. The short time horizon of
politics can be another factor that leads to a myopic focus on the
urgent over the potent.

Rather than seeing the short-term and long-term objectives as
tradeoffs, the development community needs to understand how the
two can complement each other. Evaluative findings suggest that ac-
tions required now that address root causes but also have an eye on
the future can solve the dilemma of whether to deal with symptoms
quickly or build toward long-term results.

The Incidence and Severity of Disasters Are on the Rise

Disasters can wipe out development gains and negate years of
development investment. The 2005 Kashmir earthquake in Pakistan
caused an estimated $5 billion in damage, roughly the total official
development assistance for the preceding three years and what the
World Bank had lent the country over the preceding ten.? In 2010
alone 373 natural disasters killed more than 296,800 people, affected
208 million others, and cost nearly $110 billion. And with the full
impact of the last 2011 quake and tsunami in Japan still unfolding,
estimated damages range from $122 billion to $235 billion or 2.5-4.0
percent of GDP.3

Some countries are at more risk given their locations.* About 85
percent of deaths from tropical cyclones occur in just two Asian coun-
tries, Bangladesh and India, with Bangladesh alone accounting for
more than three-quarters of deaths from the cyclones. And 85 percent
of the global earthquake risk is concentrated on just 12 percent of the
Earth.® Small island states with low-lying coastlines are more likely
to be hit frequently and to suffer greater losses from storms. Because
their people tend to be concentrated along the coasts, they are exposed
to heavy winds, storm surges, flooding, and coastal erosion—raising
the risk of casualties.

The number of natural disasters rose from 63 in 1971 to more than
400 in 2010 (Figure 2.1), when the world suffered natural disasters of
extraordinary magnitude and impact. Devastating earthquakes struck
Haiti and Chile, and floods hit Pakistan, West Africa, Sri Lanka, Brazil,
and Australia. Disaster-related damages increase as population pres-
sures mount. Some 2.6 billion people have been affected by natural
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Figure 2.1
Natural Disasters Are on the Rise
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catastrophes over the past ten years, up 1.6 billion from the previous
decade.® The cost of such damages is now severalfold higher than in
the 1950s.

The United Nations reports that weather-related disaster risk is
affecting an ever-growing area, endangering decades of hard-fought
economic growth and poverty reduction.” The frequency of hydro-
meteorological disasters, especially floods and droughts, has dramati-
cally increased over the last two decades. Up from 150 disasters a year
in the 1980s, there were more than 370 in the late 2000s.

The increasing frequency and intensity of flooding and windstorms
are linked to climate change, with the number of disastrous floods
and storms globally tripling over the past three decades. Very heavy
precipitation increased sharply in the last half century across the
globe and in the United States, especially the Northeast and Midwest.®
Facing the floods of an altered climate, warming will likely fuel more
water-related disasters.

Climate change, urbanization, and environmental degradation
have often exacerbated the adverse impacts of natural disasters.
More than 130 million people in China and roughly 40 million in
Vietnam live along the coast and on low-lying islands. In Vietnam’s
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Mekong River Delta, an expected sea level rise of 30 centimeters by
2050 would increase seasonal inundations and salinity intrusions on
more than 300,000 hectares of paddy fields, reducing rice production
by 13 percent.’

Overcrowded, rapidly growing cities aggravate environmental in-
sults and increase the risks to many of their inhabitants, especially the
poor. Of the world’s twenty-five megacities, fourteen are on the coast
and seven are within a few hours’ drive. The number of people exposed
to storms and earthquakes in large cities could double to 1.5 billion by
2050."° Many less densely settled agricultural zones along the coast are
vulnerable to tidal surges and the runoft from swollen rivers.

Environmental fragility caused by rising populations and changing
land use over the past fifty years has greatly increased vulnerability
worldwide, so that even small-scale hazards can produce large losses.
A striking example is the loss of wetlands, particularly along coasts,
where storms and storm surges are no longer met by energy-absorbing
mangrove buffers. Not only do the mangroves offer this natural pro-
tection, but they also trap runoft long enough for it to deposit sedi-
ments, provide nesting for fish and crustaceans, and prevent coastal
erosion. The world lost almost 5 million hectares of mangroves over
1980-2005—from 19.8 million to 15 million—as growing populations
converted them to settlements, rice fields, tourist resorts, and aquacul-
ture ponds. South and Southeast Asia have experienced particularly
dramatic losses due to aqua-farming and other causes.!!

Disaster Responses Should Not Be a One-Off Exercise

Natural disasters are not just interruptions to development—they
are persistent risks. In many countries it is more a question of when
and where exactly a disaster will happen, rather than whether it will
happen at all.'* Small island states in the Caribbean are hit repeatedly
by hurricanes, Pacific Rim states in the ring of fire, by earthquakes
and volcanic eruptions, and low-lying coastal areas on the Bay of
Bengal, by flooding, and so on. Some flooding, storms, and fires are
annual events, the only variation being the magnitude of the disaster.
Preparing a strategy or action plan for natural disaster assistance that
spells out the real long-term objectives of disaster prevention and
mitigation—and includes an assessment of eachcountry’s disaster
risk—can make postdisaster interventions more effective.

Despite the recurrence of natural disasters, governments and inter-
national aid organizations do not systematically plan for preventing
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Table 2.1
Too Few Country Assistance Strategies Discuss Disaster Prevention

Number of disaster Number of Number of Percent
response projectsina  countries with strategies
country (1984-2005) this count with no

discussion of
disaster prevention

More than 8 16 5 31
4-7 24 8 33
2-3 33 15 45
1 24 15 62
Total 97 43 44

Source: IEG (2006b).

them or mitigating their effects. Even countries regularly hit by natural
catastrophes seldom consider the effects of their rising incidence, dam-
age, and cost. During 1984—2005, ninety-seven countries borrowed
from the World Bank for natural disaster response projects, but forty-
three of them did not mention disaster prevention in their most recent
development plans (Table 2.1). For the twenty-four countries with one
disaster response project, a startling two-thirds of their strategies did
not mention disaster prevention. Even in the forty countries with four
or more disaster response projects, a third of their strategies did not
mention prevention.

This one-off response thinking has large costs. Postdisaster recon-
struction projects have not taken enough precautions to address the
risk in some areas hit repeatedly by natural disasters. In Honduras, 56.5
percent of its GDP comes from an area at risk of two or more natural
hazards. Estimates of the damage to roads from 1974’s Hurricane Fifi
were some $454 million."® But the design of infrastructure did not pay
enough attention to prevention. Hurricane Mitch destroyed 6,000 km
of the better roads in 1998, 60 percent of the total, and damaged or
destroyed more than 163 bridges.™*

In Haryana, India, the Water Resource Consolidation project'®
aimed to improve water distribution and drainage, but the project
design did not sufficiently acknowledge that Haryana is flood-prone.
Soon after the project started in 1994, rainfall and flooding from July
to September 1995 severely disrupted initial project implementation.
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All project staff and resources were diverted to flood damage repair
and relief works, and project objectives were not met.

Distributing supplies by helicopter and building temporary homes
can make headlines in postdisaster situations. Useful as they are in
addressing urgent needs, however, their contribution to long-term
results is limited. Evaluations of the responses to natural disasters
show the tradeoffs between focusing on short-term needs and pursu-
ing long-term objectives. Even in emergencies, actions should have
an eye on the future.

Immediately after a disaster, most efforts rightly target reconstruc-
tion. The World Bank has demonstrated considerable agility in its
approach to natural disasters, and Bank-financed natural disaster
projects have had higher ratings for outcomes and sustainability than
the Bank’s overall portfolio. But past disaster assistance was most often
reactive. Mitigating or even preventing future disasters was seldom
among the objectives, with efforts providing short-term fixes and
rarely addressing root causes.

Such one-off natural disaster response limits the capacity to react in
future crises. Too often it is impossible to provide urgent postdisaster
care because critical-care facilities are no longer functioning or people
cannot reach service facilities. Without prevention systems, lifelines
for potable water and first aid during calamities cannot be ensured,
adding to desperation and breakdowns in order, even in well-off coun-
tries. The lack of sanitation and sewage systems can create conditions
for water-borne diseases to spread and cholera to become epidemic.
When floods hit West Africa in 2010, the humanitarian and health
situation caused worldwide concern.'® Inadequate institutional capac-
ity, often overlooked in an emergency, can repeatedly constrain the
effectiveness of hazard responses.

Lack of maintenance, also a consequence of a myopic view, has
reduced the sustainability of structures rebuilt by postdisaster proj-
ects. Whenever massive reconstruction is needed following a disas-
ter, the pressure for haste is high. But haste can result in incomplete
reconstruction and account for much of the longer-term GDP cost
of a disaster.’” There also has been neglect—of fifty-nine completed
emergency projects in disaster-prone settings, only ten have had fol-
low-on projects.'® Maintenance, follow-up, and preventive investments
demand greater attention.

Prevention and mitigation now figure more prominently, with
the lessons identified here featured in the new directions for natural
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disasters at the World Bank.!” The operational policy implemented
in 2007 recognizes the importance of integrating risk reduction and
crisis prevention into the development strategies of countries at high
risk of disaster, with their country’s assistance strategies now expected
to include prevention and mitigation. This shift in emphasis signals
important learning from experience.

This more proactive, strategic approach should produce longer-term
benefits. Strengthening prevention and mitigation in noncrisis times
is essential to reducing the damages of natural disasters, to improving
preparedness, and to balancing the tradeoffs over time when reacting
to immediate needs after a disaster hits.

Prevention and Mitigation Show Great Potential

Natural hazards and extreme events should not automatically
lead to catastrophic loss of life and property. Prevention and mitigation
can lessen damage. Intelligent preparation can facilitate an effective,
immediate response that will make a vital difference to recovery.

The tendency to treat disasters as one-off, random events needs to
be rethought.”® Evaluative lessons confirm the urgent need to invest
in climate change mitigation, disaster preparedness, early response,
and postdisaster reconstruction.

Recent research in Nature established the connection between hu-
man action and the increasing frequency and magnitude of weather-
related disasters. One paper identifies a human contribution to the
observed intensification of extreme precipitation by examining the
increase in heavy rainfall globally from 1951 to 1999.2' Another
demonstrates a link between climate change and extreme floods in
Britain, suggesting that twentieth-century anthropogenic greenhouse
gas emissions increased the risk of floods in England and Wales in
autumn 2000 by more than 20 percent, and in two of three cases by
more than 90 percent.?? Yet another finds that human influence has
at least doubled the risk of a heat wave as bad as the deadly European
heat wave of 2003, then the hottest summer in at least 500 years.” To
the extent that climate change is playing a role, its mitigation is critical
to preventing and mitigating manmade natural disasters.

For far too long disaster-response has been focused on the R’s
of disaster management—relief, recovery, reconstruction—and not
enough on the P’s—prevention and preparedness. In 2002, faced
with impending floods, Mozambique requested $3—4 million from
donor countries to help it prepare. It received about half that amount.
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After the floods struck, the same donors gave Mozambique more than
$100 million in relief and pledged more than $450 million for recovery
and reconstruction.**

Disasters are hazards of nature, but the damages are not com-
pletely exogenous. Human action in prevention and mitigation can
help. Reconstructing housing with disaster-resistant techniques and
accommodating the needs of occupants can reduce vulnerability
to disasters and minimize the costs, especially in poorer countries
where construction quality, land registration, and other regulatory
mechanisms are weak. Enforcing building standards and improving
information management, such as geographic data on hazards and
vulnerability, could also lower the costs.

While both rich and poor countries suffer from natural disasters,
poor countries typically suffer the greatest loss of life. Most of the 3.3
million disaster-related deaths over the last forty years were in poor
countries, almost 1 million from Africa’s droughts alone. Economic
losses due to natural disasters are twenty times greater as a percent-
age of GDP in developing countries than in developed countries.?
According to the United Nations Disaster Relief Organization, dam-
age in small island states can amount to as much as 1,200 percent of a
small island’s GDP.* The reliance on poor-quality construction often
leaves poor countries less prepared. When an earthquake hit rural
Maharashtra State in India in 1993, house walls—four to five feet
thick and made of heavy stones loosely bonded with dirt—crushed
thousands of sleeping inhabitants.

The effects of a disaster are conditioned by a community’s vulner-
ability to a given hazard (or conversely, its ability to cope with it).
Prosperity improves preparedness. In Chile, in comparison with Haiti’s
experience a bit earlier, seismic-resistant construction helped prevent
massive casualties and economic paralysis after the 2010 earthquake.
High-level risk awareness and planning helped produce the no-casualty
miracle in Australia after a category 5 cyclone in 2011.

Preparedness can reduce vulnerability. Bangladesh achieved this
by increasing its capacity to provide flood forecasting, early warn-
ing, shelters, and systems to evacuate areas most at risk. While
a cyclone and floods in November 1970 killed 300,000 people, a
comparable storm in May 1997 claimed only 188 lives, a dramatic
improvement.?®

The World Bank-funded East Pakistan (now Bangladesh) Cyclone
Protection and Coastal Area Rehabilitation Project ($25 million) built
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260 multipurpose buildings to serve as schools and cyclone shelters,
elevated coastal feeder roads, and improved the meteorological cyclone
warning system. As part of the effort, the Bangladesh Red Crescent
Society identified 20,000 volunteers to convey early warnings from
the national weather service (supplemented by satellite data) using
easy-to-understand language. Warnings went out through mass
media, mosque megaphones, extension agents on motorcycles, and
signals to fishing villages.?® Even so, if additional measures are not put
in place, the damage from a single, severe cyclone is expected to rise
nearly fivefold to more than $9 billion by 2050, affecting the poorest
households most.*

Samoa, an island country in the Pacific, also shows success in
prevention. In 1991, cyclone Val hit with maximum wind speeds of
140 knots, causing massive damage—equivalent to 230 percent of the
country’s real GDP. By contrast, cyclone Heta in 2004, with winds of
up to 170 knots, took just 9 percent of Samoa’s GDP. While the two
cyclones were not directly comparable, having different tracks and
durations, the effects of cyclone Heta would have been far worse if
the country had not invested in risk management for natural hazards
through the 1990s. The shoreline protection systems designed to cy-
clone standards performed well in the second disaster, sustaining mi-
nor damage, unlike adjacent areas with substandard coastal protection
systems.?!

In Vietnam, damages from cyclones were averted by reforesting
coastal zones with mangrove trees to buffer against storms. Invest-
ments of $1.1 million in mangrove replanting and other measures saved
some Vietnamese communities an estimated $7.3 million a year in sea
dyke maintenance. During Typhoon Wukong in 2000, the project area
in the northern parts of the country remained relatively unharmed
while neighboring provinces suffered significant losses of life and
property.*? Relocating people from the areas vulnerable to typhoons
to a buffer zone protected by dikes also improved incomes in adjoining
communities and reduced destructive practices through resettlement
activities, extension services, vocational training, credit, and social
support.*®

Poor construction is a major reason for the heavy loss of life from
disasters in developing countries. In Turkey and Colombia, earth-
quake-resistant building codes, enforced construction standards,
and oversight of materials procurement practices have paid off in a
major way.
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Turkey retrofits its houses to make them more disaster-resistant.
It aims at preparing Istanbul for an earthquake through enhancing
the institutional and technical capacity for disaster management
and emergency responses, strengthening critical public facilities for
earthquake resistance, and supporting measures for better enforce-
ment of building codes. The World Bank’s Istanbul Seismic Retrofit-
ting Program?®* is designed to prevent buildings from collapsing and
to save lives. Under the program, public schools and hospitals are not
only made safe from collapse, but also renovated and improved. Ac-
cording to one estimate, for the cost of one new building, the program
renovated and improved five or six.*

Colombia established a National System for Disaster Response
and Prevention in 1983 to open the way for municipalities to invest
in risk-reduction measures and address fiscal vulnerability in the
country’s national development plan. And everywhere, better land-
use planning is ensuring that people are not building homes in
harm’s way.

By contrast, inadequate preparedness is associated with a higher
disaster loss. In 1995, Pakistan’s Federal Flood Commission developed
a plan to support preparedness measures, but the $1 billion needed was
not in place, coordination among government agencies was lacking,
and monitoring of flood protection remained unsatisfactory. In 2010,
amajor flood caused $9.5 billion in damages, claiming 2,000 lives and
leaving 20 million people homeless.

Cost-Efficient Measures Can Enhance Preparedness

The economics of implementing prevention measures are compel-
ling. According to the Multi-hazard Mitigation Council, every $1 spent
on loss prevention avoids an average of $4 in future losses.

Building a drainage system along a road may cost a little more
when constructing the road, but it will preserve the road in future
floods. Similarly, investing in regular road maintenance will cost the
government, but it will not have to repeatedly reconstruct the same
road, saving resources. Prevention measures can be difficult to design
and implement. They might not be politically attractive because the
benefits are only revealed when disaster strikes, while the cost is often
high and always competing with other demands.

The 2010 report Natural Hazards, Unnatural Disasters shows
benefit—cost ratios for Jakarta, St. Lucia, Istanbul, and Rohini Basin
using assumed (but reasonably typical) costs: elevating a house with
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mixed wall, concrete floor, and asbestos roof by one meter in Jakarta;
protecting windows and doors in a wood frame house in Canaries,
St. Lucia; retrofitting a five-story building to increase earthquake
resilience in Istanbul; and flood-proofing a brick house by building
with new brick on a raised plinth in the Rohini Basin, Uttar Pradesh,
India.*®

In all four cases, prevention would be cost-effective if the structure
lasted ten years or more. For shorter time periods, cost-effectiveness
depends on the discount rate; for low discount rates, the benefit—cost
ratio is greater than one for some of these measures, implying that
prevention is financially feasible.

Understanding why a prevention system is not in place helps address
the main issues in achieving long-term results. If people do not grasp
the importance or methods of prevention, disseminating information
and sharing knowledge are necessary. If people choose not to follow
the building codes because of an excessively high preference for the
present (versus the future), pursuing a proper discount rate and build-
ing rational expectations are necessary. If people would like to take
prevention measures but are financially forced to use substandard
building materials, developing the financial system and providing
access to resources to help overcome the liquidity constraints are
necessary.

Better spending, not necessarily more spending, can achieve the
desired results. Houses can be made earthquake-resistant using the
same materials but in different ways. For example, rather than blindly
putting stones together, incorporating bonding stones in the corners
of rooms, using “through” stones and concrete layers at certain levels,
anchoring timber beams, and building mud roofs with less weight
can help. Doors that open outward can make the difference between
complete destruction and little or no impact during an earthquake.
Other lower-cost measures for prevention are available, including high
wind-rated shingles, nails instead of staples, and straps that connect
the roof, floor, and foundation.

Prevention can also include providing greater access to information,
sharing data across borders, and reallocating public spending to road
and bridge maintenance. Many countries are not taking advantage of
technological improvements in weather and hazard forecasting. Even
modest increases in spending—if supplemented by international data
sharing—can have enormous benefits, especially in warning people
of impending hazards. Several countries, some very poor, have made
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large, quick gains from such spending. The success of the cyclone
warning system in Bangladesh is one example.

Participating in a risk-pooling insurance facility is an important
form of financial mitigation. Paying premiums may seem like an extra
burden in noncrisis times, but it can pay off when disasters hit. Through
the World Bank Caribbean Catastrophe Risk Insurance Facility,
St. Lucia and Dominica received about $1 million within two weeks of
the November 2007 earthquake, the most severe in the eastern Carib-
bean in thirty years. Turks and Caicos Islands received $6.3 million
after Hurricane Ike hit in September 2008. Both payouts contributed
to the rebuilding.

ek

Work on natural disasters exemplifies a broader problem: focusing
on immediate needs alone can undermine long-term goals. Evaluative
evidence shows how responses to short-term objectives can drive the
entire cause at the expense of the long-term ones.

Given the rising regularity and intensity of disasters, addressing
this imbalance is urgent. We have seen how building preparedness
can complement immediate emergency and reconstruction efforts.
The World Bank has shifted some of its focus to incorporating di-
saster prevention into disaster-response projects around the world,
as emphasized in the new strategy for natural disasters of 2010—a
welcome step.

Why do the urgent often divert the important? Because there is
greater political appeal in addressing short-term problems with imme-
diate visibility, even at the expense of critical longer-term concerns for
which the gains may only accrue after policymakers leave office. This
is true not only for natural disasters, but also for other areas. Lasting
solutions ensuring adequate attention to the future will depend on how
effectively we deal with this question of political economy.
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3

Connect Links that
Strengthen Results

Whatever affects one directly, affects all indirectly.
—Martin Luther King Jr.

The focus of much development work is rightly placed on how well
projects are designed, financed, and executed. Yet, doing projects in
the right way is not enough to achieve satisfactory country and sec-
tor results. Stronger results emerge also from the nature of the policy
regime and how projects are connected with each other in augmenting
their effectiveness.

Positive project outcomes do not always translate into positive coun-
try outcomes, for many other factors can come into play. The country
context, the interaction among projects, the scale of projects, and the
policy setting are just some of the factors that can bear on country
results. The aggregate sense of outcomes from a project-by-project
review does not adequately reflect direct measures of achievement
for the country. And on many occasions regional cooperation among
countries can impinge on or enhance country results.

Similarly, sector outcomes are determined not only by projects in
the sector, but also by cross-sectoral effects. In education, for example,
good schools with good teachers do not guarantee effective learning
if there are no roads for students to get to the schools. In health, im-
proving access to safe drinking water has a better chance of reducing
water-related diseases if there are also efforts to promote good hygiene.
So, connecting efforts in related sectors can be decisive for achieving
good results in a particular sector.

In short, country development is affected by many factors other
than projects, such that the ratings at the two levels do not always
correspond. After all, the objectives, scope, criteria, and measures at
each level are different. There are also different actors and external
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influences at work. Similarly, sectoral results (and thus ratings) are a
function not only of project outcomes (and ratings) but also of intersec-
toral and other influences. This relationship highlights the interactions
within and across sectors, including the links across microeconomic
and macroeconomic factors, in deciding the outcomes for a country.
The main finding is that some of these indirect and perhaps unintended
effects can overwhelm the direct and intended.

Project Results and Country Results Differ

Achieving satisfactory project outcomes is not the same as achieving
satisfactory country program outcomes. Empirically, country program
ratings have differed from project ratings.

Project outcomes differ from country program outcomes for sev-
eral reasons. Evaluative work is informed by an understanding of
how country outcomes relate to project outcomes, but are shaped
by other considerations, too. Country policymakers are central to
this process (Figure 3.1). Project outcomes are frequently narrow or
specific (such as access to schooling), whereas results are generally
broader beyond the project (such as competitiveness). International
financial institutions, the private sector, and civil society all play a
role in development effectiveness directly and indirectly by influenc-
ing policymakers. Moreover, country program results are more often
conditioned by interventions outside projects, some within and some
beyond the control of the many players. Knowledge, the political
economy, and the global environment affect both country and project
outcomes.

Project and country program ratings are useful measures of out-
comes at their respective levels. Project outcome ratings provided in
project implementation completion reports assess the extent to which
the project achieved or is expected to achieve its relevant objectives
efficiently. Country program outcome ratings in reviews of country
assistance strategy completion reports reflect the World Bank’s con-
tribution to country outcomes, or the results set out in the country
assistance strategy. So, project ratings are not additive in producing
country program ratings. Even when project ratings are high, outcomes
at the country level may not be satisfactory—and vice versa.

Project and Country Program Objectives Differ

Project ratings and country program ratings measure different
objectives, with no fixed relationship between the results frameworks
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Figure 3.1
Political Economy, Country Program Outcomes, Projects, and Policies
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for the project and the country. Outcome objectives for the country
are broader and not a direct translation of those for the project.

A country evaluation must assess the size, composition, and type
of lending, as well as other types of interventions. A country evalu-
ation yields a more complete picture of the outcome of programs at
the country level because it provides comprehensive coverage of the
activities in a country during a given period. The country outcome
may be unsatisfactory if there are critical omissions in the country
assistance strategy, even if the project outcomes are satisfactory.

Country evaluations consider the relevance of the program, the
achievement of objectives against standards set in the country as-
sistance strategy, the quality of interaction with the government,
and the quality and relevance of analytical work. Project evaluations
assess whether the (narrowly) set objectives of the project are met.
Whether the objectives in the strategy are achieved depends on the
whole set of interventions that support the country’s chosen objectives
and program. In addition, country outcomes depend on the country’s
initiatives, such as policy changes and inputs from other development
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partners, and developments such as natural disasters or financial
crises—not solely on the success or failure of the projects.

The Chad—Cameroon oil pipeline project shows how project and
country outcomes are measured against different objectives. The
project was rated as satisfactory, technically well implemented, and a
financial success. But the main objectives at the country level—build-
ing capacity to manage the petroleum sector and helping Chad reduce
poverty and improve governance—were not met. To the contrary, the
oil revenue windfall was associated with a resurgence of civil conflict
and a worsening of governance. The main reason? There was a lack
of government ownership of the project objectives, with repeated
violations of the basic agreements.! No alternative program design
or closer supervision would have achieved the program’s objectives
without a much stronger government commitment.

Doing projects right is an important part of achieving country out-
comes, but factors beyond the project can have large, sometimes criti-
cal, impacts at the country level. In a review of all project and country
evaluations since 1993, aggregate project outcome ratings were higher
than aggregate country outcome ratings.” This difference holds when
comparing the country program ratings with the project ratings in
the same countries. As of April 2009, twenty-four of the eighty-eight
reports completed had satisfactory aggregate project outcomes but
unsatisfactory country program ratings (Table 3.1). The project rat-
ings refer to those completed during the period, whereas the country
ratings may reflect a broader set of projects as well as analytical and
advisory activities. (The percentages of country programs and projects
with satisfactory outcomes are higher after the implementation of

Table 3.1
Country and Project Outcome Ratings (Percent)

Implementation Country assistance strategy completion report
completion report reviews

reviews Satisfactory Unsatisfactory
Satisfactory 64 27
Unsatisfactory 3 6

Note: Implementation completion report reviews include only investment lending and
development policy lending. The outcomes of some recently completed projects are
not included due to the time lags between project completion and review.

Source: World Bank database.
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the results-based country assistance strategy. For the strategies that
started after 2005, some 70 percent have satisfactory aggregate project
outcomes and satisfactory country outcomes, 10 percentage points
higher than for those started before 2005.)

There is substantial room for improvement in development effec-
tiveness through more coherent, well-tailored country programs and
through project improvements. There is no fixed relationship over time
and across countries between the results framework at the project level
and that at the country level. Even if the relationship between the proj-
ect results frameworks and the country program results frameworks
was correctly defined so that it is stable over time and across countries
at the project level, factors other than project outcomes should, with
the appropriate time lag, affect country program outcomes. Among
the issues are the relevance of the country strategy and how the dif-
ferent kinds of interventions come together: policy dialogue, and
complementarities with other sectors, with analytical and advisory
activities, and with policy, lending, and global initiatives.?

Knowledge Services Affect Country Outcomes

Analytical and advisory activities, like lending, can also drive
country outcomes. Such activities account for one-third of the World
Bank’s outlays for country services, exceeding those for lending or
supervision. Economic sector work, technical assistance, and country
dialogue contribute to country knowledge and performance through
different channels. Project interventions are more successful when
based on in-depth analytical work.*

One example of technical assistance having an impact is the help
provided to Sri Lanka in instituting standardized small power purchase
agreements to facilitate access to the power grid. Another example is
the well-timed, high-quality knowledge products that helped Egypt
formulate policy, reduce poverty, and develop human resources in the
early 2000s, despite the World Bank’s small financial contribution.

Similarly, analytical work, capacity building, and demonstrations
contributed to favorable renewable-energy payment schemes, stimu-
lating more than 20 gigawatts of installed wind capacity in China and
hundreds of megawatts under construction in Mexico.

External Factors Affect Country Outcomes

External factors, besides affecting project outcomes, often play
a large role in achieving country impact. Policies can have an
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overwhelming effect on country programs. A recent review® indicates
that country outcomes were correlated with country governance, mea-
sured by Country Policy and Institutional Assessment (CPIA) data,
but not with country income, measured by GDP per capita. Just four
of nineteen programs in countries with low CPIA governance scores
(3.2 or less) had satisfactory outcomes, compared with 75 percent in
those with high CPIA governance scores. When policies are off course,
projects do poorly.

An evaluation showed a large difference between countries that
borrowed from the World Bank for public sector reform and those that
did not (Table 3.2). Overall, borrowers had a 73 percent improvement
rate and nonborrowers a 48 percent improvement rate, though across
regions the incidence of lending and the correlation of public sector
reform lending with changes in governance scores varied.

The difference in CPIA scores between countries with and without
World Bank public sector reform lending is large across all regions
except Europe and Central Asia, where the improvement for countries
getting public sector reform lending is the highest—90 percent—but
the improvement for nonborrowers is almost as high. A common
external factor explaining some of the performance improvement in

Table 3.2
Public Sector Reform Lending Can Produce Higher
Governance Scores, 1999-2006

With World Bank Without World Bank

lending lending
Region Percent  Number Percent Number
Sub-Saharan Africa 70 30 47 15
East Asia and the Pacific 70 10 56
Europe and Central Asia 90 20 86
Latin America and the 75 20 25
Caribbean
Middle East and North 57 7 0 2
Africa
South Asia 50 6 0 1
Total 73 93 48 42

Source: IEG (2008c).
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this region seems to be the need to meet requirements for accession to
the European Union. Almost all the countries in Europe and Central
Asia that did not borrow for public sector reform in 1999-2006 were
among the first from the East to join the European Union and had
completed reforms before 1999.

Regional Approaches Can Improve Country Outcomes

Regional approaches can reinforce the national agendas and
strengthen the aid architecture for multicountry efforts.

Regional programs offer good potential to achieve results on devel-
opment issues that affect neighboring countries. Many development
issues call for neighboring countries to work together—to manage
water and other natural resources, facilitate trade and transport, pro-
vide reliable energy sources, and protect against the spread of disease
and environmental degradation.

Some issues are best addressed from a regional perspective and some
can be addressed only through regional cooperation. Focusing solely
on a single country or sector cannot tackle the root issues. Region-
ally coordinated transportation development, for example, can help
the world’s landlocked countries connect to wider markets through
neighboring countries. And resolving environmental problems often
requires interventions across national or regional boundaries (as in
the Mediterranean and Nile Basins).

The success of regional programs typically requires all relevant
countries to overcome differing interests and past conflicts to achieve
desired long-run benefits. But designing the programs is complex
because benefits and costs need to be equitably assigned to partici-
pating countries, and regional and country activities need to be well
coordinated during implementation.

An evaluation of regional programs found that in the past ten years
such programs, which accounted for less than 3 percent of all inter-
national development support, performed as effectively in meeting
their main objectives as single-country projects.® Adopting a more
strategic role in supporting regional programs and integrating them
into country assistance strategies could help countries realize their
development potential. Africa has made the most progress with re-
gional approaches and integrated country assistance strategies. The
International Development Association (IDA), under IDA-15, made
regional grants available, but the incentives and capacity for effective
regional program support are still weak.
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Making Vital Links Augments Results

Outcomes in one area, such as health, are often closely interlinked
with those in other, related areas such as education or water and sani-
tation. A basic factor underlying such relations is the cross-elasticity
of demand: that the demand for a service such as health responds not
only to changes in its own price, but also to those of its complements
(such as sanitation). Equally important is the cross-elasticity of supply.
Resources can shift in response to price changes—for example, bet-
ter schooling services might be provided when infrastructure around
schools is improved.

Often outcomes in a sector result from outcomes in other sectors
through multisectoral links. Take the Millennium Development Goals,
which are highly interdependent and require effort in many sectors.
Economic growth, determined by a variety of factors, is to a varying
extent a driving force for the achievement of each goal. But improv-
ing one goal can improve the others in different ways. Achieving one
goal often requires concerted effort from many sectors. A synergistic
approach can often augment outcomes.’

This section first considers interdependencies, where results in sev-
eral sectors can affect the outcomes in any one of them, with health as
an example. Next, it looks at multisectoral interventions: in this case,
objectives cut across sectors, as in postdisaster reconstruction. Then,
it looks at circumstances where results depend on integrating efforts
across domains, specifically the collaboration between the public and
private sectors. Last, it considers circumstances where collective action
is needed across government, civil society, and the general population,
as in road safety.

Interdependence Affects Outcomes

The public may expect health mainly from the health sector, but the
health sector needs inputs from other sectors, which may not neces-
sarily subscribe to sharing responsibility for health improvements.
The broad aspects of health and well-being are well beyond what the
health sector can handle alone.

For example, public awareness through information sharing is criti-
cal for ensuring health outcomes. Only when people learn to wash
their hands and to use clean water to prepare food, can improved
access to water produce better health outcomes. Only when safety
measures are in place, can improved road access to hospitals ensure
better health outcomes. Only when public power is in place, can the

36



Connect Links that Strengthen Results

efficient maintenance of vaccine cold chains maintain the potency of
vaccines to reduce child deaths and allow blood banks to save the lives
of women hemorrhaging at delivery.®

Building health clinics is not enough. In some developing countries,
making quality health care available may first necessitate ensuring
that essential medicines are available. The challenge to guaranteeing
a steady supply is not only related to the financial side of paying for
medicines. Poor roads, limited communications, and storage problems
make it difficult to keep medical facilities stocked with what they
need to provide regular and life-saving care. In Zambia, a binding
constraint is the medicine distribution system. Having district stores
become transit points for shipments to health facilities reduced the
out-of-stock rate for drugs to 1-33 percent, far below the previous
40-72 percent.’

Education is a necessary input to health. Better-educated women
are more likely to understand and use disease-prevention measures,
such as vaccines and mosquito nets. They are more likely to take a sick
child to a clinic early and to follow treatment instructions. And they
are more likely to understand germ theory and make clean water and
sanitation a household priority.

Indeed, a mother’s education affects her children’s health in myriad
ways.'” An analysis of 175 countries between 1970 and 2009 found that
a significant share of the reduction in child mortality over the past
forty years can be attributed to the better education of women.!! For
every one-year increase in the average education of reproductive-age
women, countries had their child mortality fall 9.5 percent.

Health sector outcomes are also linked to the water and sanitation
sector. For example, a limited quantity of low-quality water and sanita-
tion can impair health outcomes. Diarrheal diseases alone accounted
for an estimated 1.6—2.1 million deaths annually over 1990-2000."*
Diarrhea is one of the top five preventable causes of under-five child
mortality in developing countries. Poor sanitation, lack of access to
clean water, and inadequate hygiene seem to account for about 90
percent of the spread of childhood diarrhea.'*

Increasing the quantity and quality of water can reduce person-
to-person water-washed transmission, fecal-to-oral waterborne
transmission, and insect vector water-based disease transmission.'®
In Nigeria, water-related diseases constitute about 80 percent of the
total disease burden.'® In India, hand-washing has significantly re-
duced the prevalence and duration of a measure of overall diarrhea
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as well as acute watery diarrhea among children under age five, but
not acute dysentery.'” In Africa and Southeast Asia, improvements in
water, sanitation, and hygiene could reduce the total disease burden by
4-5 percent.'® Improved hygiene is associated with a median reduction
of 33 percent in diarrheal illness, with a range of 11-89 percent."”
Interlinked development programs can improve health behavior and
health outcomes. In Bolivia, where Save the Children worked, children
in households participating in health, credit, and literacy programs
were significantly less likely than children from comparison communi-
ties participating in health-only programs to be malnourished or at risk
of becoming malnourished, even after controlling for social class, the
source of drinking water, and the availability of health facilities.
But synergies need to be further understood and exploited. From
1997 to 2006, the World Bank invested about $5 billion in health,
nutrition, and population components in 350 projects managed by
other sectors, such as social protection, education, public sector
management, water supply, and transport.” Yet, transport and water
and sanitation projects with health components seldom involved
collaboration with a health ministry or the World Bank’s health, nutri-
tion, and population sector. While the potential for improving health
outcomes is great, it rarely serves as the primary objective driving water
supply and sanitation project design and implementation. Only one in
ten projects had an explicit objective to improve health. In addition, the
health benefits are poorly documented—health improvements record-
ed are often attributed to the project, without accounting for health
sector investments and other factors affecting health outcomes.
Only half the approved water supply and sanitation projects during
1997-2001 cited potential health benefits, while close to 90 percent
of the projects financed infrastructure that could improve health.”
Projects approved later (2002—-2006) were even less likely to have
been justified by health benefits, to have explicit health objectives, or
to plan to collect health indicators. They were also less likely to target
behavior change, critical for transforming infrastructure improve-
ments into sustainable health gains. Among twenty-six completed
projects, only four had documented changes in the prevalence or
incidence of disease. Fewer than half the projects included behavior
change objectives or activities.
Collaboration between health and transport can also be strength-
ened. On the positive side, there is evidence of strong collaboration
between health, nutrition, and population and the transport sector on
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road safety. But projects with road safety objectives or components
often only documented improvements in accident and fatality statis-
tics, with few intermediate outcomes or outputs to point to the causes
of improved outcomes. In addition, projects with AIDS components
rarely documented outputs or outcomes—there is almost no informa-
tion on their effectiveness.

Multisectoral Connectivity Is Essential

Many interventions are multisectoral, with one sector possibly
taking the lead. Consider postdisaster reconstruction. The response
may span multiple sectors and themes, including urban, rural, envi-
ronment, infrastructure, education, health, and social protection. An
intervention need not comprise all aspects nor one agency needs to
do it all, but it is important to connect the dots.

Immediately after the emergency stage, the direct and indirect ef-
fects of the event must be assessed for the social well-being and eco-
nomic performance of the affected country or area. To craft a plan for
reconstruction requires expertise from multiple sectors, considering
the various constraints to restoring livelihoods and balancing short-
term and long-term needs. This should be performed by joint teams,
involving the people and institutions affected.

Getting the concept right at the outset can prevent some high
or even irremediable costs in the future. For example, the layout of
temporary shelter structures should consider gender-related safety.
To reduce crime and violence against women, the relocation process
should ensure that as many doors as possible face a common and well-
lit area—avoiding the creation of passages and alleyways that are dark
and poorly observed.

Between 1984 and 2005, the World Bank had 303 closed projects
with disaster response activities, among which the twelve multisectoral
projects performed best (Figure 3.2). The share of the latter projects
rated satisfactory is the highest (92 percent), followed by social sector
projects (89 percent) and urban sector projects (88 percent).

Evaluative lessons, often learned the hard way, suggest that rather
than relocating communities, in situ reconstruction should generally
be promoted to use existing infrastructure and community facilities
and to minimize resettlement and social dislocation. It is also impor-
tant to have timely social protection measures to assist survivors with
jobs and cash transfers, providing not only financial means for food
and clothing, but also helping survivors recover emotionally.
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Figure 3.2
Project Outcomes by Sector
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Rebuilding infrastructure is critical for providing services that
support economic growth and reestablish normal life, generating
employment, and facilitating the movement of goods and people. But
reconstruction goes far beyond rebuilding physical infrastructure; it
can also preserve social relationships. What counts is not only what
is rebuilt—but also how and where it is done.

A recent evaluation? indicates that after the Haiti earthquake,
the breakdown of social order, a fragile security situation, the near-
complete loss of governance structures, and the failure to impose
even minimum quality standards on the construction industry added
to the tasks of recovery. Rebuilding homes and communities requires
the safe transport and storage of building materials and, often, the
formation of community groups that work to rebuild houses and
infrastructure.

Distributing emergency supplies needs to be orderly, involve local
leadership, and help maintain social cohesion. In Colombia, after the
Armero eruption, and in Grenada and St. Lucia, after hurricane Ivan,
families that did not lose their dwellings took in friends and relatives.
These steps provided immediate relief to those who lost their homes
and helped preserve existing social relationships to the long-term
advantage of communities.

Flood response programs should focus not only on rebuilding infra-
structure, but also on better adaptation and preparedness for the future
in complementary investments, such as water and flood management,
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cropping pattern adjustment, rural finance, enhancing the capacity of
water user groups, and early warning systems.

The 2010 floods in Pakistan offer similar lessons. Restoring rural
livelihoods requires restarting cropping and livestock activities and ad-
dressing land rights. (The topography in some areas may have changed,
and land-rights documents may have been lost by households and the
administration.)

Global and regional quick response teams, a “callable roster” of
individuals who can be called on quickly in the immediate aftermath
of a natural disaster, can enhance the effectiveness of disaster re-
sponses. They can also help develop a recovery strategy to facilitate
collaboration among governments, nongovernmental organizations,
and multilateral and bilateral donors.

Disasters typically attract many donors. During 1984—2005, about
34 percent of completed and ongoing disaster projects involved donors
other than the World Bank, and 38 percent involved nongovernmental
organizations. Because donors tend to focus on different sectors, ef-
fective coordination of expertise is crucial.

Public—Private Links Are Often Key

Multisectoral approaches are also relevant to the links between
the public and private sectors. Across the range of country incomes,
private spending accounts for more than half of all health expenditures
in about 47 percent of low-income countries and about 51 percent of
lower middle-income countries.” Public—private partnerships offer
new approaches to service delivery, though evaluative evidence on
institutional and financial sustainability is still limited.*

Given the private nature of agricultural activities and the public-
good nature of agricultural services, particularly agricultural research
and extension, the extent to which interventions link government and
private producers makes a difference for performance. The impact of
interventions by governments and international institutions will only
be as good as the links with private producers.

The complex crop-production chain linking farmers to consumers
requires collaboration across multiple sectors. Weakness at any
point within and between the public and private sectors can hinder
agricultural and agribusiness productivity. Underinvestment in
research and extension, water constraints, poor rural transport
infrastructure, limited access to credit, land issues, market support,
and agribusiness activities all constrain agricultural productivity.?® For
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example, market-based private investments in agriculture can drive
technical change, generating new sources of demand for innovation.
And international institutions can capitalize on the opportunities for
agriculture and agribusiness by bringing partners together to deliver
practical, market-based solutions.?”

Another example is the safeguard policies of the World Bank Group.
Drawing lessons from the public and private arms can harmonize
thematic coverage and guidance. Adopting strong features from each
approach can improve implementation, results, and benefits. That
is why IEG encouraged the IFC, the MIGA, and the World Bank to
adopt and use a shared set of objective criteria to assess social and
environmental risks to ensure adequacy and consistency in project
categorization across the World Bank Group.

For better results, the World Bank especially needs to strengthen
the supervision, monitoring, and evaluation of safeguards, drawing on
recent IFC experience. By the same token, the IFC and MIGA must
ensure third-party verification and full and timely public disclosure—as
the World Bank is poised to do—for credibility and better results in
the social and environmental areas.

Collective Action May Be Necessary to Achieve Results

The scope of some issues could be so large that, beyond the key
sectors, collective action by the government and society is required.
Road safety, an issue of growing importance for public health and
economic development, highlights the critical roles of political will
and joint stakeholder efforts.

Economic growth creates demand for faster modes of passenger
and freight transport. According to the International Energy Agency,
the road vehicle population will grow from 170 million in developing
regions in 1996 to 454 million in 2020.%° Building more and faster roads
helps move goods to the market and improve access to jobs, education,
health care, and social and leisure activities. But this requires more
than roads and vehicles. If safety regulations are not in place, faster
travel speeds can increase traffic accidents.

The World Health Organization has declared road traffic injuries
a major public health and development crisis.*® Every year 1.2 mil-
lion people are known to die in road accidents worldwide (more than
3,000 a day) and as many as 50 million more are injured, with some
suffering permanent disabilities. It is predicted that road traffic inju-
ries will become the fifth leading cause of death in 2030, accounting
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for 3.6 percent of all deaths, up from ninth in 2004 and 2.2 percent.?!
The most productive age group (15—44 years) has the highest injury
and death rate.*?

The combination of unsafe vehicles and driving habits and poor
road conditions translates to injuries and deaths, with a particularly
heavy toll on those who can ill-afford to pay the bills. Low- and middle-
income countries have higher road traffic fatality rates (21.5 and 19.5
per 100,000 people, respectively) than high-income countries (10.3 per
100,000). The economic cost of road crashes and injuries is estimated
to be 1 percent of gross national product in low-income countries and
1.5 percent in middle-income countries.*

There is great potential to improve road safety regulation. In
Australia, implementing and enforcing seatbelt laws helped reduce
alcohol-related road deaths by 40 percent. And in Asia, mandatory
helmet use can reduce deaths among motorcyclists by 30-40 percent.**
Similarly, introducing speed limits, creating safer infrastructure, and
enforcing blood-alcohol content limits can all sizably reduce road
traffic injuries and deaths.

Effective intervention requires concerted efforts by multiple partners
(governments, nongovernmental organizations, and the private sec-
tor) across many disciplines (transport, health, law enforcement, and
urban planning), with a focal point or agency coordinating activities.
Local and national governments can take the lead in improving public
infrastructure, formulating public policy, and ensuring enforcement.
Civil society can advocate and educate the public on road safety issues.
The private sector can produce safe vehicles and engage communities.
And people can adopt safer behaviors. The World Health Assembly
resolution on road safety and health recommends that World Health
Organization members facilitate multisectoral collaboration among
different ministries and sectors.

Strong political will is crucial in adopting and enforcing traffic
laws. Reducing drunk driving and excessive speed, while increasing
the use of helmets, seatbelts, and child restraints, are among the key
measures for improving road safety. But fewer than half of countries
have laws to address these five risk factors, and only 15 percent have
laws considered comprehensive in scope. And while many countries
have improved the institutional frameworks to support road safety,
challenges remain. Only one-third of countries have a government-
endorsed national road safety strategy that includes specific targets
and funding allocated for implementation.*
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There is indication of recent progress in a few countries. In 2003,
China suffered 220,000 road traffic fatalities, 18 percent of the total and
the world’s highest, with less than 5 percent of the global vehicle fleet.
The government has since launched strong initiatives to improve the
situation. Key measures include the creation of the Inter-Ministerial
Road Safety Forum in October 2003 and the implementation of the
Road Traffic Safety Law in May 2004.%¢

Road safety is gradually drawing more attention globally and col-
laboration is improving. Countries realize that it can be dealt with
effectively only when tackled across sectors. The United Nations’ Road
Safety Collaboration and the World Bank’s Global Road Safety Facility
have brought together all the regional commissions and a wide range
of road safety stakeholders to exchange good practices and provide
a coordination mechanism for key multilateral and bilateral donors.
A series of global events is being launched for the Decade of Action for
Road Safety this year. More than ninety countries have committed to
saving 5 million lives and preventing 50 million injuries in developing
countries—for an estimated benefit of more than $3 trillion.

seskeske

To achieve good results in a particular sector, putting all efforts
into that sector alone may not be adequate or even optimal. The
general impact of economic growth and rising incomes on a range
of social indicators illustrates the broad reach of cross-sectoral links.
Interventions in infrastructure and human development show that
accommodating relationships among them involving one or more
public or private development partners is needed to achieve the desired
development outcomes.

It is common that people work in isolation from each other and
that their reward structures do not adequately recognize efforts to
work across boundaries. Often, operational setups in countries and
multilateral or bilateral financial institutions do not provide the mo-
tivation or incentives to take advantage of links across areas of work,
even when the overall results might improve from such interactions.
Changing this situation through incentives, behavioral encouragement,
and structural reforms should have high payoffs.
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3. IEG (2010e).
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Part 11

Measuring Results

Part I focused on identifying the results to guide development efforts
led by countries and supported by financial agencies. But doing this
could be of limited value if we are not measuring those results properly.
Poor monitoring and evaluation can send the wrong signals and not
achieve the desired outcomes by misallocating scarce resources from
higher-value to lower-value activities. But how to measure results is
less obvious in practice than it is in principle.

At least three things can render measurement inappropriate. First,
when there is weakness in the assumptions and methods, a composite
indicator can be a poor proxy for what it aims to measure. Second, even
if the right measure exists for the desired results, when the distribution
is skewed, the targeted population can be left out or wind up worse off,
even if the results are achieved on average. Third, even if the indicators
are well defined, when the elements in the results chain are missing or
links are broken, it would help to go beyond intermediate outcomes
to assess the likelihood of reaching the desired results.

The motivation for ignoring these factors seems to come from the
drive to carry out ever more specialized academic research and from
policymakers looking for a quick fix and easy monitoring of progress.
Inadequate measures may also be a matter of convenience, if not a
means to promote an agenda. The antidote to these tendencies would
be to continually integrate policy initiatives and build robust feedback
loops so that new and contrarian findings are incorporated to reorient
or halt programs.

This part addresses these issues from three perspectives. It begins
by considering some of the problems in constructing, using, and in-
terpreting composite indicators. It next examines problems associated
with measuring intermediate rather than final outcomes. It then turns
to questions around measures that rely on averages of the general
population when the real target is a specific group.
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4

Composite Indicators Can

Mislead

Most businesspeople are upright citizens; but that does not change
the fact that business is conducted for private gain and not for the
public benefit.

—George Soros

Indicators are an essential aid to all forms of routine evaluative
assessments. Discussions of country performance, for example, are
hard to imagine without measures of GDP or inflation. The measure
of GDP is derived from various measures covering consumption and
investment income, government spending, and international trade.
The U.S. Department of Labor’s widely cited consumer price index is
constructed from many components representing different kinds of
consumer spending based on data from local samples.

Obviously, composite indicators are used extensively in many con-
texts and can be useful for a wide range of purposes. They are appealing
because a single number can capture many dimensions of interest.

But the gap between what a composite indicator claims to measure
and what it actually captures can be very wide. And the underlying
hypotheses, the coverage of the indicator, and the methods used can
widen it. Rigor can easily be sacrificed to data constraints. Simply
lumping together several available datasets and assigning them weights
without adequate justification and transparent documentation can
result in “mashup indices”

The general inclination to take a composite indicator at face value—
interpreting it according to what it claims to measure without looking
at how it measures and whether it measures validly and reliably—can
lead to misleading conclusions. Worse, when the documentation of
how the indicator is constructed is unclear or missing, the exercise
can become a matter of guesswork.
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The major concern of this chapter is whether widely used composite
measures correctly capture what we need to measure to make sound
development decisions. It mainly draws on evaluation research on
the World Bank Group’s Country Policy and Institutional Assessment
and Doing Business indicators, the United Nations Development
Programme’s Human Development Index (HDI), and the United
Nations’ Multidimensional Poverty Index. The discussion covers five
issues: inconclusive premises, partial coverage, arbitrary clustering
and weights, the conversion of ratings to rankings, and de jure versus
de facto indicators.

Inconclusive Premises Affect the Validity of Indicators

Whether an indicator can deliver what it aims to measure depends
on the soundness of its premises. There needs to be a foundation for
the relationship claimed between the indicator constructed and the
outcomes it purports to measure. Failure to establish a link between
what is measured and the expressed meaning of the composite indica-
tor risks weakening its relevance. One area where evaluation would add
value is identifying the underlying assumptions behind such a link.

The Doing Business indicators (Box 4.1) embody three ideas: less
regulation is preferable, property rights and debt enforceability are
important determinants of lending and investment, and lighter regula-
tion and taxation can encourage informal firms to shift into the formal
business sector. The literature is inconclusive on the causality of any
of these three in business growth and job creation.

Box 4.1 Doing Business Indicators

The Doing Business indicators mainly measure the existence of
laws and regulations that govern the startup, operation, and growth
of businesses. They cover ten dimensions of the cost to firms of
business regulations in more than 170 countries. Seven of these
indicators assume that less regulation is better. The indicator is a
simple average of the ten dimensions, themselves simple averages of
their respective subcomponents. A single-country ranking number
is created by successive stages of ordinal rankings translated from
the cardinal values for each subindicator. They cover time, costs,
number of procedures, and the like.
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First, seven of the ten indicators presume that less regulation is
better. But regulations also generate social benefits—such as safety,
environmental protection, worker protection, and transparency—not
only private costs. The recent financial crisis was, at least in part, a
consequence of too little regulation, rather than too much. Depend-
ing on whether the country starts with a little or a lot of regulation,
reducing regulation is not always better for society—for example, for
employing workers, dealing with licenses, and paying taxes.

Furthermore, what is good for an individual firm is not necessarily
good for the economy or society. Doing Business assumes that the
fewer the steps needed to get a permit the better, and that possible
benefits from safety and environmental checks can be ignored. It also
assumes that the lower the overall tax rate as a share of a firm’s profit
the better, but this overlooks each country’s fiscal requirements to raise
revenue and redistribute income for equity reasons. For example, Mal-
dives, one of the top ten countries on the subindicator “paying taxes,’
has no corporate income tax. But this should not be a role model for
other countries—most public revenues in Maldives are raised from
resort leases.

Second, Doing Business posits that poor property owners are
locked out of the formal economy because they lack legal rights to
their land and thus cannot use it as collateral for loans to expand their
businesses or improve their properties. This derives in part from the
work of Hernando de Soto. Five of the ten Doing Business indicators
measure the enforceability of debt contracts and availability of collat-
eral, including getting credit, enforcing contracts, registering property,
closing a business, and dealing with licenses. But the literature does
not demonstrate a causal relationship between these factors in the
business environment and, ultimately, growth.

Third, the Doing Business indicators hypothesize that lighter
regulation and less taxation encourage informal firms to move into
the formal economy. But the literature is inconclusive about why the
informal sector exists and persists and whether formalization can
create more jobs and lead to higher economic growth. For example,
reducing regulatory obstacles to starting a business will not neces-
sarily encourage informal firms to formalize if they face high barriers
to entry caused by their low skills and lack of access to capital. Some
studies find no significant relationship between reforms as measured
by changes in the Doing Business indicators and aggregate investment
and unemployment rates.>
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Doing Business can stress that regulations also have social benefits
not captured by the exercise and the index is not a measure of
regulatory reform. Some efforts are being made to indicate more
transparently the limitations of what Doing Business measures and
avoiding its identification as a measure of overall reform—steps in the
right direction that need to be reinforced. And Doing Business is plan-
ning research on the connection between Doing Business indicators
on firm performance and other country-level impacts.?

Partial Coverage Should Not Unbalance the Perspective

No composite indicator can or should include every dimension of
what it tries to describe. But in some cases an indicator may provide
an especially narrow focus of the underlying variables while claiming
to do much more, thus creating a biased picture. If critical elements
are missing or if minor ones are overemphasized, the resulting per-
spective would be unbalanced. The Doing Business indicators show
how the partial coverage of the reform agenda can conflict with what
the indicator aims to represent.

The ten dimensions that Doing Business measures are certain
aspects of the investment climate—comprising mainly the laws and
regulations that govern how firms do business.* They partly cover
the factors that condition business climates and the types of firms
targeted. The partial coverage itself is not a concern, as no index is to
be expected to be comprehensive. The issue is the validity of what this
composite indicator claims to measure.

While focusing on the importance of collateral and the enforceability
of laws, Doing Business indicators omit many factors that affect firms’
actual use of credit, such as the rate of interest, value of the assets,
degree of intermediation, and existence of viable entrepreneurial
opportunities. Nor is it clear what regulations matter in comparison
with other determinants of the business environment, such as infra-
structure, labor skills, and competition policies.®

The sample coverage is also limited: small- and medium-sized firms,
formal sector firms, domestically owned firms and domestic investors,
official and legal transactions and processes, firms in the capital city,
and limited liability companies. But it excludes other types of firms
and transactions. The same constraints may have different implications
for different types of firms—for example, some regulatory constraints,
such as protecting investors, are likely to be less important for informal
sector entities and microenterprises.®
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With this coverage and scope, the concern is about what the index
is positioned to measure, reflect, and convey. Even using the nomen-
clature “ease of doing business” overstates what the indicator sets out
to measure. More important, its shift from a partial interpretation of
“measuring aspects of the regulatory environment for business” to
claims of reflecting “regulatory reform” if not “country reform” is highly
problematic. While the lively communications style has helped give
the index an international profile and attracted the interest of senior
policymakers, its presentation as a measure of reform could mislead
its users about what the indicator really portrays and what interpreta-
tions can be drawn from it.

Arbitrary Clustering and Weights Can Have Pernicious Effects

The measurement of a single objective often includes many aspects.
The Millennium Development Goals are an example. Their vision is
multifaceted: a world in which developed and developing countries
work together for the betterment of all, with less poverty, hunger, and
disease, greater survival prospects for mothers and their infants, bet-
ter-educated children, equal opportunities for women, and a healthier
environment. The eight goals are measured by twenty-one targets,
each with a multidimensional view, and more than fifty measurable
indicators.

Consider the first goal: “eradicate extreme poverty and hunger” This
includes three targets: halve the proportion of people living in poverty,
achieve full and productive employment and decent work for all, and
halve the proportion of people who suffer from hunger between 1990
and 2015. And there are nine indicators for monitoring progress against
the three targets. For example, to measure the proportion of people
who suffer from hunger, information is required on malnourishment,
such as wasting and being underweight, from various age groups.

The message conveyed from the separate indicators that measure
various targets could point in the same or different directions. For
example, a country making good progress in employment may also
be doing well in poverty reduction. Or it may not be doing as well
in reducing poverty if the improvement in employment opportuni-
ties is skewed to the nonpoor, or if the increase in the quantity of
jobs lacks the needed quality to lift workers and their families from
poverty.

It can be tempting to construct a single composite index to simplify
comparisons over time and across countries. To collapse a range of
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indicators measuring various aspects of interest, different elements
must be grouped and weights assigned. But adding up multiple indices
of different dimensions does not always provide a more complete pic-
ture. Rigor can be compromised by arbitrary weights and clustering.

The weights, along with the ratings of each element, determine the
value of the indicator. But their impact on the value of the indicator is
less straightforward. For example, the World Bank’s CPIA index and
IDA’s performance-based allocation have the same cluster elements
but with different weights. The difference in country values between
the CPIA and performance-based allocation demonstrates the role of
weights in building a composite indicator (Box 4.2).

Box 4.2 Country Policy and Institutional Assessment

The World Bank’s Country Policy and Institutional Assessment
(CPIA) assesses how conducive a country’s policy and institutional
framework is to poverty reduction, sustainable growth, and the
effective use of development assistance. It enters into a performance-
based allocation formula for making International Development
Association (IDA) resources available to eligible countries. Both
the CPIA and performance-based allocation have the same clusters:
economic management, structural policies, policies for social inclu-
sion and equity, and public sector management and institutions.
The CPIA applies equal weights to each of the four clusters; the IDA
allocation formula gives equal weight (8 percent) to the first three
clusters and to portfolio performance, but a much higher weight
(68 percent) to the governance cluster.

The CPIA’s sixteen criteria are grouped in four clusters—economic
management, structural policies, policies for social inclusion and eq-
uity, and public sector management and institutions—weighted equally
in the overall rating. In the IDA allocation formula—8 percent on each
of the first three clusters, 68 percent on the fourth (governance), with
the remaining 8 percent weighted on portfolio performance.

It might seem intuitive that a larger weight on governance in the
IDA performance-based allocation formula benefits countries with
better governance. But a simulation revealed that the effects of the
much larger weight on governance in the formula are due not just to
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the governance rating but to how different the governance rating is
from ratings on other clusters.” A larger weight on governance than
the other three elements in the formula does not necessarily make a
country worse off in IDA allocations, even if its score in governance is
lower than its scores in other dimensions. Indeed, all core IDA coun-
tries (excluding small states) have governance ratings that are worse
than their ratings on other clusters, yet some countries gain while oth-
ers lose from the larger weight on governance.® Whether they gain or
lose depends on how much worse the ratio of their governance ratings
is to ratings on other clusters in comparison with other countries.

The HDI is another example (Box 4.3). Until 2010 the HDI was an
equally weighted mean of uniformly scaled attainments in life expec-
tancy, education, and income. The 2010 HDI relaxed the assumption of
perfect substitutability among its three components and switched from
the original additive aggregation function (the arithmetical mean of
the three components) to a multiplicative function (their geometrical
mean). Theory offers no justification for any particular set of weights.
The change in weights results in a significant reduction of the weight
on longevity in poor countries. Based on the new method of construct-
ing the index, a poor country experiencing falling life expectancy due
to the collapse of its weak health care system still could see its HDI
improve with even a small rate of economic growth.’

Box 4.3 Human Development Index

The Human Development Index (HDI) is a composite indicator
measuring development as a single statistic with three dimensions:
life expectancy, educational attainment, and income. The HDI is the
average of the scores for the three HDI dimension indices, which
are themselves averages of their respective subindicators. For ex-
ample, the education component is the mean of years of schooling
for adults aged twenty-five years and expected years of schooling
for children of school age. The HDI is used to rank countries as
developed (high development), developing (middle development),
or underdeveloped (low development). Before 2010 the HDI was
based on the arithmetic means of the subindicators, but since 2010,
geometric means have been used.
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Ravallion (2011b) uses the Multidimensional Poverty Index to
illustrate some (perhaps peculiar) underlying assumptions behind
lumping various aspects together and assigning ad hoc weights to
compose a single indicator (Box 4.4). The Multidimensional Poverty
Index complements income poverty measures and reflects the multiple
deprivations that a poor person faces in education, health, and living
standards. A household is defined as poor if it is deprived across at

least 30 percent of the weighted indicators.

Box 4.4 Multidimensional Poverty Index

The Multidimensional Poverty Index assesses poverty at the
individual level, with the poor being those who suffer deprivation,
with the extent of their poverty measured by the range of their
deprivations. Following the concepts developed in the United
Nations Development Programme’s Human Development Report,
the index focuses on the three main aspects of deprivation: edu-
cation, health, and living standards. It is an equally weighted ag-
gregate poverty measure for each aspect, together comprising ten
dimensions:

Education (each subindicator is weighted equally at 1/6)

1. Years of schooling: deprived if no household member has
completed five years of schooling.

2. Child enrollment: deprived if any school-age child is not
attending school in years one to eight.

Health (each subindicator is weighted equally at 1/6)

3. Child mortality: deprived if any child has died in the
family.

4.  Nutrition: deprived if any adult or child for whom there is
nutritional information is malnourished.

Living standards (each subindicator is weighted equally
at 1/18)

5.  Electricity: deprived if the household has no electricity.

6.  Sanitation: deprived if they do not have an improved toilet
or if their toilet is shared (Millennium Development Goal
definition).
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Box 4.4 Continued

7.  Drinking water: deprived if the household does not have
access to clean drinking water or clean water is more than a
thirty-minute walk from home (Millennium Development

Goal definition).

8. Floor: deprived if the household has dirt, sand, or dung
floor.

9.  Cooking fuel: deprived if they cook with wood, charcoal,
or dung.

10. Assets: deprived if the household does not own more than
one of: radio, TV, telephone, bike, or motorbike.

By applying equal weights to education, health, and living standards,
the Multidimensional Poverty Index implicitly attributes the same
importance to being education-poor, health-poor, and living standard-
poor. Ravallion argues that health is valued intrinsically, independent
of command over commodities. Because education and health each
have two subindicators, and living standards has six, each education
and health subindicator is given a 1/6 weight, while each living standard
subindicator gets only a 1/18 weight. This indicator thus implies that
avoiding the death of a child is equivalent to alleviating the combined
deprivations of having a dirt floor, cooking with wood, and not having
a radio, TV, telephone, bike, or car. Or that attaining these material
conditions is equivalent to an extra year of schooling or to not having
any malnourished family members.' It is not at all clear that such
tradeoffs validly measure the experience of poverty.

Recognizing the multidimensional measures of an objective does not
imply that it is necessary to collapse all aspects into a single indicator.
When creating a composite indicator, being clear about the data and
methods behind the formulation of each element and providing infor-
mation on each subcomponent can allow users to better understand
what the data actually measure.!!

The enthusiasm for composite indicators needs transparency from
their developers and critical scrutiny from users. Although not a
solution to the problem of which weight to apply, documenting each
of the subindicators can help inform users. The Quality of Official
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Development Assistance assessment, constructed in four dimensions
of aid quality built up from thirty separate indicators, documents each
indicator for users’ information.

Converting Ratings to Rankings Can Obscure Findings

After collapsing the many indicators into one single composite
index, it is often appealing to further convert the cardinal number
into an ordinal one to answer the question of “where a country stands”
among its comparators. The idea is that for cross-country comparisons
it may seem more intuitive to explain a country’s performance in, say,
export clearance, by reporting that “it ranks in the middle in the world,
rather than to explain that “it takes 20 days to clear exports,” and relying
on readers to do the detailed comparison with other countries.

The Doing Business indicators can show the pros and cons of con-
verting a composite indicator from a rating to a ranking. Each ranking
is derived from an indicator using cardinal values from its ten subin-
dicators: time, cost, number of procedures, and so on. These cardinal
values are ranked according to their respective percentiles in each of
the subindicator distributions. The subindicator percentiles are then
averaged to come up with an indicator-level percentile; the ten indica-
tor percentiles are then averaged to generate the overall “ease of doing
business” ranking.'? By ranking countries on selected dimensions of
business regulation and spotlighting both leaders and laggards, the
Doing Business report has attracted considerable attention. But like
any rating exercise, it also has provoked concern.

Some useful information, such as the extent of the difference be-
tween one cardinal number and another in the distribution, is often
lost when rescaling from a rating to a ranking. Relying on successive
stages of ordinal rankings to derive a composite indicator can obscure
the underlying cardinal values. For example, for paying taxes, there is a
5.1 percentage point difference between the top performer, Maldives,
and the next, Vanuatu, while the difference between the ten countries
ranked fiftieth and sixtieth is only 0.1 percentage point. Countries
typically are ranked differently based on different subindicators and
the cardinal difference between countries in different parts of any one
ordinal distribution varies widely.

The difference in cardinal measures also varies widely for the same
difference in ordinal rankings. A country’s location in the distribu-
tion affects how a reform will change its ranking. Countries can make
significant changes but fail to improve their rankings if they are at the
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ends of the distribution for that indicator. The change in ranking for
any country is driven largely by where the country is in the distribu-
tion of countries on a specific indicator. Countries at the ends of the
distribution have to work harder to change their overall ranking.
Rankings can be highly volatile over time, related or unrelated to real
changes in the cardinal values of the indicators for the country. Large
rerankings can be generated by even very small differences in the
underlying measure of interest."

De Jure and De Facto Indicators Can Tell Different Stories

Another important consideration that could lead to the misuse
or misinterpretation of an indicator is the difference between its de
jure and de facto values. In many real-world scenarios, de jure and de
facto differ sharply. One extreme example is the difference between
the by-law and in-practice conditions for getting a driver’s license in
Delhi. The policy by law to get a driver’s license is to prove identity,
residence, age, and driving competence. But in practice the driver’s
examination is waived when the applicant hires an agent. More than
two-thirds of those who acquired a license through hiring a tout re-
ported that no one had taught them how to drive. In this case, having
a license in practice has no predictive power for whether one has the
required driving skills by law.'*

Numerous examples can also be found in the literature. For in-
stance, the difference between de jure and de facto can be clearly
illustrated by the difference between the legal ad valorem tariff and
the ad valorem tariff actually collected.’® Not only is the collected
ad valorem tariff often much lower than the legal tariff in the same
country for the same items, but the collected tariff is also widely het-
erogeneous and individual-specific, while the legal ad valorem tarift
is a single value across the board. Tax exemptions and evasions at the
firm level often contribute to the deviations between the de jure tax
revenue and the tax revenue collected.'® Given this disparity, it is not
surprising that a change in legal ad valorem tariff will not be associ-
ated with an equal and corresponding change in collected ad valorem
tariff.

The Doing Business indicators use de jure analysis, primarily mea-
suring laws and regulations as they are written—in other words the
formal regulatory environment for firms. But there can be a large dif-
ference between what is listed in rules and what occurs on the ground,
especially where implementation is a big challenge. The payoff to a
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particular regulatory reform will depend on how significant a burden
the regulation poses in practice. A recent study illustrates the difference
between de facto and de jure approaches using the comparison of some
indicators.'”” While Doing Business assesses the country’s investment
climate with information from lawyers and accountants, Enterprise
Surveys ask firms what they perceive as obstacles to their business
and about their interactions with governments in policy compliance.
The relationship between the two measures is neither one-for-one
nor linear.

Policy implementation and governance more broadly influence the
gap between the de jure and de facto measures. A reliance on de jure
measures may not reflect the actual environment over time and across
firms. Changing de jure values does not always result in changes in de
facto values, and the impact of such changes on firms varies widely
across the distribution.

sdeksk

Constructing indexes and scales is seemingly straightforward in
principle but difficult to do meaningfully in practice. Indeed, there is
a sizable literature on the pros and cons and the pitfalls of develop-
ing such indicators.'® Even with the best efforts of their developers,
all indexes and scales have limitations, some obvious, some hidden.
They continue to be used, sometimes with scant attention to these
limitations—either because they are catchy and useful for particular
purposes in specific contexts, or because they serve certain political
or other goals.

All indexes are somewhat arbitrary, and that affects their validity
and reliability. Composite or disaggregated measures can be useful
and various indexes can serve useful purposes. But their developers
need to lay out the underlying assumptions and methods used in gen-
erating such indexes and users need to take the time to understand
them to avoid errors that can have serious consequences for achieving
development results.
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5

Go from Averages to
Targeted Segments

Remember: the average is as close to the bottom as it is to the top.
—Unknown

Even if the issues of composite measures are overcome, we still
face the problem that our measures are built around averages. They
convey important information, but in several contexts averages may
not reveal the results we are aiming for. An average can provide bench-
mark information, but it can also mask the true results if the interest
is the distribution. Take a simple example: if two locations share the
same average temperature on a yearly basis, their weather could still
be drastically different. Imagine that the temperature at one location
is stable throughout the year at around 70°F, while the temperature
at another location fluctuates from 30°F in the winter to 110°F in the
summer, with an average of 70°F.

All too often we come across situations where what we measure on
average for a country or state or municipality misses important con-
stituencies and hides disparities among different population groups.
The Millennium Development Goals measure progress toward eradi-
cating extreme poverty, but they are average indicators and do not
focus on the poor. Achieving them does not mean that the situation
of the very poor improves. Higher average income can coexist with
reduced wealth or income for the poorest segments of the population
in relative (and even absolute) terms, especially if economic growth
accelerates with little or no improvement in already existing income
disparities—or worse, with a greater concentration of wealth.

The distribution of outcomes matters, not just the average outcome.
If only averages are tracked, the impact of an intervention on the
targeted segment may remain unknown. Targeting measures often
need to be in place to facilitate the intended distribution of benefits.
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The development community increasingly recognizes the importance
of targeting.! To help the poor and vulnerable, many countries have
some form of targeted social safety nets. Over the past decade, the
World Bank began to move from a project-focused approach that
emphasized delivering social assistance, to helping countries build
social safety nets and institutions to respond better to poverty, risk,
and vulnerability, targeting support to particular groups. Positive ex-
periences in Colombia, Ethiopia, Georgia, and Mexico, for example,
can be built on to strengthen initiatives featuring targeting.

But even if projects aim to target the poor and vulnerable, the ben-
efits may fail to reach them if critical elements are overlooked in the
link translating the actions into results. For the benefits to reach the
poor and vulnerable requires more than focusing on the subgroup with
less than average income, addressing their demands, releasing their
financial constraints, and changing the structure of empowerment.
Understanding the nature and interaction of structural obstacles for
a particular category of countries, such as least-developed countries,
is crucial to enhancing policy impact.>

In the sections below, we use examples in rural electrification, mi-
crofinance, and social funds to show how important it is to go beyond
averages by keeping in mind the impact on targeted groups and how
difficult it is to reach them.

Targeting Poor Areas

A well-known fallacy of poverty targeting is that everyone in rural
areas is poor and that all poverty is rural, so focusing on rural areas
automatically means reaching the poor. Rural areas have higher
poverty rates, but because rural populations are smaller than urban,
the number of poor people in urban areas can be higher. Not only
would focusing exclusively on rural areas miss the urban poor, but
such efforts could also miss the rural poor while disproportionately
benefiting the nonpoor.

The global geography of poverty has changed. In the 1990s more
than 90 percent of poor people lived in low-income countries; now
more than 70 percent of the world’s poor live in middle-income coun-
tries. Policy needs to be crafted in each specific country and region,
taking into account the detailed nature of poverty.?

World Bank-supported projects have improved rural electrification,
but the distribution of benefits has been neutral or even regressive.*
Evidence from country case studies shows that electricity subsidies
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are invariably less well distributed than a random allocation of funds
because electricity consumption favors the better off.

Two factors underpin this pattern on the supply side: which com-
munities get connected and which households can afford the con-
nection once the grid is available. Both work against the poor. First,
across villages, to be connected to the grid communities are often
identified on a least-cost basis, which favors larger communities nearer
the existing grid, roads, and towns. The poor, who are less likely to
have access to grids, must pay a higher price for electricity even if
they have access to off-grid electricity sources because the unit cost
off-grid is higher. Second, high connection charges are a frequent bar-
rier to connecting the poor. Although off-grid connections can serve
remote communities that may not be connected to the grid for some
years, they do not necessarily reach the poor better than does grid
extension.

As a result of these double disadvantages, the access to electricity
is still limited for poor households, though there has been substantial
improvement. In Bangladesh, in 2004, the poorest 40 percent of rural
households accounted for 17 percent of electrified rural households.®
With wide variations across countries and regions, the expenditure by
the poor on electricity is even lower, typically half to two-thirds that
of the nonpoor.® In the Philippines the bottom 40 percent accounted
for around 25 percent of grid connections but only 15 percent of grid
electricity consumption.

In most countries increases in coverage within villages come from
extensive growth (extending the grid to new communities) rather than
intensive growth (connecting the unconnected in already electrified
villages). In the Lao People’s Democratic Republic, even in villages
connected for 15-20 years, it is not uncommon for 20-25 percent of
households to remain unconnected. An estimated 30 percent of its
population cannot afford the $100 connection charge.”

It is worth noting that a price scheme featuring a lower unit price
with a higher connection fee (versus a higher unit price with a lower
connection fee) further burdens the poor. The unintended result is that
poor people bear the brunt of high electricity prices and cannot reap
the full benefits of electrification. The consequences are even worse
when consumer knowledge is limited.

In Tambo, South Africa, consumers can choose between two price
schemes: paying a connection fee of 200 rand and a metered charge per
kilowatt hour, or a lower connection fee of 10 rand and a fixed monthly
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charge of 15 rand. Given their actual consumption, most households
would be better off taking the first option. But many households,
particularly the poor, opt for the second because they cannot afford
the high connection charge and are unsure how much they would use.
To make things worse, many low-income consumers cannot always
afford the high monthly 15 rand charge and so are disconnected and
have to pay the 10 rand repeatedly to be reconnected.?

Another price scheme—the lifeline tariff—aims to help the poor by
keeping the fixed charge low for the initial limited amount of use and
imposing a much higher rate after a threshold is passed. In practice,
this can also become an obstacle for the poor. The objective is to en-
courage the poor to get connected to electricity. But the unintended
result is to restrict their consumption.

Although electricity can be used for production, the benefits
of which are higher than the true willingness to pay, demand for
consumption is unintentionally reduced by the illusory effect of a
sharp jump in the unit price after the low threshold is reached. This
results in false savings that not only limit the real benefits electricity
can bring to the poor, but also unintentionally lower the financial
viability of providing the electricity—because of low load factors
resulting from consumption heavily concentrated in evening peak
hours.

Helping the poor overcome the financial barrier is important if they
are to reap the benefits of access to electricity. One way to ease the
burden of a large, one-time, upfront payment is to allow households
to spread payments, either by adjusting the tariff to an installment
basis or by providing credit for this purpose. In Morocco, during the
Second Rural Electrification Project, rural consumers were allowed to
pay the connection charge in monthly installments over seven years.
In Thailand, a credit program with loans made available to households
in villages with grid connections was piloted in the Electricity Access
Rural Expansion. The connection charge can be repaid over a period
of up to twenty years.

Alternatively, profit-maximizing price discrimination schemes can
apply differentiated prices for different types of consumers—charging a
higher fee for those who can afford it (the more affluent) and a lower fee
for those with less means and a higher elasticity of demand (the poor).
Given that electrification rates tend to increase sharply in the initial
years and then increase more slowly after reaching a certain threshold,
timing provides a good signal of the differentiated willingness to pay of
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the affluent and the poor. Charging a differentiated connection tariff
across time (lowering the connection fee a certain number of years
after a village is connected) would allow the poor to benefit from a
more affordable connection fee and suppliers to maximize their profits
and increase their financial viability.

Several World Bank projects have started taking these issues on
board. The Cambodia Rural Electrification and Transmission Project
created a Rural Electrification Fund, an explicit cross-subsidy to finance
rural electrification. The Thailand Second Rural Electrification and
the Ethiopia Accelerated Access Rural Expansion provided credit for
rural consumers to cover the connection fee.

Targeting Issues Relevant to the Poor

Another well-known problem of targeting is that it assumes that
focusing on an issue more common among the poor will benefit the
poor disproportionately. Not so. For example, the health benefits of
water supply and sanitation interventions do not disproportionately
benefit the poor—some may not even reach them.

In a case study of India, expanding piped water had no impact on
the prevalence and duration of diarrhea in the lowest two income
quintiles.” There were health gains among the lowest quintiles only
if a woman in the household had more than a primary education. In
Lesotho, a 24-percent average reduction in diarrhea was associated
with owning a ventilated improved pit latrine, but the largest declines
were among households with better hygiene and water use behavior
and higher socioeconomic status, not the poor households.” In
Malaysia, improvements in water quality were associated with lower
infant mortality only among the literate.!

Malnutrition is another case—it is more common among the poor,
but this does not mean that children living in poverty will benefit
disproportionately from an intervention. In Ethiopia, free distribution
of food raised the weight-for-height z-score of children under-five in
high-asset households but not in low-asset households.'? In Mada-
gascar, a large-scale community-based nutrition program tended to
benefit the nutritional status of children in better-off communities,
even though it was targeted to the poorest areas."

Overall, there is scant evidence of who is benefiting and who is not
and of the cost-effectiveness of interventions.'* Fewer than half of
forty-six evaluations of nutrition’s impact measured the distribution
of impacts by gender, mother’s education, poverty status, or the
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availability of complementary health services. And only nine assessed
the impact on nutritional outcomes for the poor compared with the
nonpoor. Among the evaluations that did examine variations in re-
sults, several found that the children of better-educated mothers or
children in better-off communities were benefiting the most. Many
other factors—such as proximity to a road, a hospital, or electricity,
and access to safe water—can have a large impact on the distribution
of the benefits across and within communities.

The average results for a population can also be an obscured measure
of the effectiveness of an intervention, because an intervention can be
highly effective for some segments of the population but ineffective
for others.

An intervention’s impact on individuals could vary by their specific
characteristics. For example, with nutrition interventions, the age of
children can be partly responsible for the variability of nutrition provi-
sion. Younger children are more susceptible to nutrition shocks than
older children. Some interventions that may improve the nutrition
of infants may not have the same effect on older children. When the
results are measured for children in a fairly large age range, say under
five years old, without information on the subgroups, the real effects
of the intervention could be misestimated. Chances are good that an
intervention effective in addressing a nutrition issue of a specific age
group will go unnoticed because the average of the wrong population
was measured.

During and after the East Asian financial crisis, a supplementary
feeding program ran from 1998 through 2001 in Indonesia, giving
young children special high-nutrition snacks. The program had a posi-
tive effect on children aged 12—24 months, reducing stunting by 15
percentage points, but it did not have a similar impact on infants aged
6—12 months or on children aged 24—60 months." The difference in
results of nutrition programs across children in different age groups
is also observed in Uganda'® and Zimbabwe.!”

Targeting Constraints Faced by the Poor

A less well-known targeting problem is to assume that addressing
the more severe constraints for the targeted group will benefit them
disproportionately. In reality, although the targeted population is
drastically in need of the specific resources, these may still leak to
the nontargeted group, which may be better able to tap into them or
make better use of them.
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Microfinance is designed to provide a range of financial services
to poor people to help them increase their incomes, build their as-
sets, and reduce their vulnerability. By using innovative solutions to
reduce transaction costs and substitute for conventional collateral,
it can provide poor households loans in low dollar amounts without
charging high interest rates. By improving access to finance, it aims to
address people’s financial constraints and facilitate the management
of money, for both production and investment.

Microfinance often targets poor females, but it may be used by
male household members and the less poor. Several studies and im-
pact evaluations show that poor women did not benefit as much as
programs had intended. While microfinance raised the incomes of
the general population, it might not have empowered women (thus
benefiting children) or reduced poverty.'*

Two assumptions underpin the view that the targeted groups will
be the actual beneficiaries. First, the financial return of increased
resources through the supply of microcredit to poor female entre-
preneurs equals that for the general population. Second, an increase
in supply of microcredit to poor female entrepreneurs will be met by
an equal increase in their demand for it. These two assumptions may
not be valid in some circumstances.

In Sri Lanka, the returns to capital in female-run microenterprises
are lower than those run by males.”” Women invested grants differently
from men and a smaller share of the grants remained in female-owned
enterprises. Men were more likely to spend the grant on working
capital and women on equipment. In this case, although microfinance
could improve access to credit, due to the differences in preference for
investment, female entrepreneurs may not benefit as much as their
male counterparts given their lower rates of return to capital.

The returns to capital typically vary across individuals for multiple
reasons. Due to gender differences in education or business networks,
women might be less informed about investment opportunities. In
a Peruvian group lending program for female microentrepreneurs,
the limited demand for credit—rather than the supply of it—was
the main constraint to female entrepreneurial success.”® The lack of
high-return means to expand their businesses implies that improving
access to credit through microfinance might not disproportionately
benefit females.

One reason could be the design for minimizing risk-taking through
microcredit. Compared with traditional loans, microcredit has three
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distinct features: repayment is required to start immediately, there is
little flexibility about time of repayment, and there is zero tolerance
of default. Useful as they are in minimizing default risk and keeping
microcredit profitable and manageable for lenders, especially given
that the loans are not backed by collateral, the narrow time frames
and limited flexibility on repayment may constrain borrowers from
investing in longer-term projects.”

The availability of money is not the whole story. The types of loans
also matter for impact. In particular, poor women may naturally tend
to be more risk-averse and more likely to be affected by the loan de-
sign than men. So, although microcredit targets women, the reduced
returns to capital due to its rigid structure (limited or no grace period,
weekly payments) could push female demand for more microcredit
below that of men.

Changing the structure of microcredit might help. A microfinance
program in Kolkata, India, instead of requiring clients to make weekly
repayments immediately after loan disbursement, afforded them a
two-month grace period and made the repayment schedule monthly.*
Women used the loans for longer-term projects (such as selling saris)
where revenue is less time-constrained. While the shift to a grace pe-
riod increased their rate of default, it also increased clients’ business
investments in the short run and profits and income in the long run.
In Uganda, the repayment behavior of a borrower may be partly driven
by simple product details, such as the ease with which the borrower
can pay the loan.?® In this case, changing loan programs to ones that
facilitate easy repayment or frequent reminders may improve loan
repayment behavior and reduce the cost of lending.

Microfinance increases access to money, but that does not guarantee
that people will invest rather than consume. Whereas poor people will
benefit from a smoothing of consumption to buffer external shocks,
in general, borrowing for consumption will not increase income in
the long run.

Opening a microfinance institution in Hyderabad, India, had no
impact on measures of health, education, or women’s decision mak-
ing.?* In the short term, households with an existing business at the
time of the program invested more in durable goods, while their
nondurable consumption did not change. Households with high
propensity to become new business owners increased their durable
goods spending and saw a decrease in nondurable consumption to pay
the fixed costs to enter entrepreneurship. But households with a low
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propensity to become business owners increased their nondurable
spending.

The channels for microcredit to work could also differ from what
is expected. Microcredit, rather than working directly through the
targeted businesses, might work more broadly through risk manage-
ment.? There is no evidence that increased access to credit in Manila,
Philippines, improved subjective well-being. Male and higher-income
entrepreneurs benefited more from microcredit than women operat-
ing small-scale businesses, who were targeted. Business investments
did not increase. Instead, the size and scope of treated businesses
shrank by shedding unproductive workers, similar to how increased
access to credit reduces the need for trading favors within family or
community networks.

Changing Aid’s Structure to Empower the Poor

Another less well-known but common fallacy of targeting is that in
reaching the poorest communities with interventions focused on the
issues they face, only poor households will benefit. When looking at
inequality at highly disaggregated units, within-community inequal-
ity is often higher than between-community inequality. In Ecuador,
Madagascar, and Mozambique, the median inequality in the poorest
quintile of communities is no lower than in any of the richer quintiles.?
So, targeting the poorest communities does not always lead to the
expected results of disproportionately benefiting the poor.

The objectives of social funds and community-based/community-
driven development typically include reaching the poor, vulnerable,
and underserved. But an evaluation? of social funds shows that having
the good intention of targeting the poor does not always translate into
pro-poor results. There could be a difference between the intended
and actual beneficiaries related to the design and implementation of
targeting. Social funds establish menus, procedures, and targeting
criteria to support investments benefiting the poor.?® In most cases
poor people are the explicit target group—80 percent of social funds
aimed at targeting the poor, 46 percent of the poorest, 44 percent the
vulnerable, and 10 percent the low income.

Social funds and community development projects often focus on
increasing access to service delivery infrastructure, such as schools
and health centers, for remote communities. But as with other proj-
ects, greater access to infrastructure does not always translate into
effective service delivery. Nor do the poorest always benefit. The
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better-oftf households may have better access to these services and
may be better able to afford them. There is little hard evidence on the
poverty-reducing and community capacity-enhancing impact of the
projects.

Timing, composition, and geographic distribution of expenditures
in democratic regimes are often related to electoral interests.” The
decisions about social fund financing were made on the basis of both
political and technical criteria. In a case study in Peru, marginal voters
and core supporters both received a disproportionate share of social
fund expenditures.*

Some studies find that social funds generally reach the poor,* while
others find that better-off regions and provinces often receive more
financing per capita.*? A worldwide study on poverty-targeted social
programs found that while the median program transferred 25 percent
more to poor individuals than universal allocations would, a quarter
of these targeted programs were regressive, with benefits tilted toward
the nonpoor.®

One distinguishing characteristic of social funds and community
development projects is that rather than implementing investment
decisions predetermined at project appraisal, they allow local stake-
holders to determine these decisions through subproject proposals
they submit during project implementation. So, for the poor to benefit
more, they must participate and get their voices heard.

Having a participatory approach built in does not always lead to
the participatory outcomes expected. Even if the poor are formally in-
cluded in a participatory space due to project requirements, their views
and priorities can still be excluded from collective decision-making
processes.®* In the Matrouh Project in Egypt, where there had been a
substantial focus on women, the percentage of women who believed
that they had benefited from the project was highly variable. There
were no elected women leaders or women’s associations, and there
were substantial concerns about marketing products women produced.
The difference in the impact of social funds in Malawi and Zambia
is a good example illustrating the importance of true participation.®
Looking at how social funds have operated at the village level casts
light on why social fund projects have limited impact in building social
capital despite their participatory model—because a degree of social
organization is required to apply for social fund resources.

Holding public meetings is not sufficient for the community to
participate actively in decision making. In Zambia, headmen often
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make the decisions; there is little room for dissent at public meetings
as the meeting takes place only after considerable work has been done
and the headmen have sought the backing of the chief. As a result,
the majority of the community participates actively in making bricks
but more passively in making decisions. In Malawi, traditional leaders
often mobilize the parent—teacher association, giving the community
more influence over decision making.*

As a targeting tool, social funds have defined menus, which feature
basic services the poor are more likely to demand. Whether a com-
munity development project benefits the poor more than the nonpoor
is closely related to the extent that the choice of project is consistent
with the preference of the poor.

Within a community, there can be a wide difference in preferences
between people of different income levels and between men and
women. In Indonesia’s Kecamatan Development Program, the poorest
households favored irrigation and health more than the better off, who
favored roads much more highly. Women preferred health, education,
and drinking water projects more than men did.*’

Although the types of projects chosen should be conditioned by
other factors, such as technical feasibility and financial constraints,
whether there is elite capture and whether the process is participa-
tory can make a critical difference. The better-off, better networked
individuals often dominate the participation process and are more
likely to have their priority needs satisfied.*

In Jamaica, Malawi, Nicaragua, and Zambia, the subproject selection
process could not be counted on to meet the highest priority prob-
lems of the majority of community members.** Even where virtually
the whole community participated in some aspects of the subproject,
the community as a whole did not necessarily drive subproject choice.
As “prime movers,” community leaders were critical to mobilizing
support for and preparing a successful subproject proposal and their
interests were determined by their position. For example, if the prime
mover is a headmaster or health worker, there is often a bias toward
subproject investments in schools or in health facilities. Although it
is natural and appropriate that prime movers bring project ideas to
the community, it is important to ensure that the ideas of the leaders
align with the preferences of the community, including those of poor
households.

But elites often disproportionately influence community decision
making. In Ecuador’s Social Investment Funds, communities with
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higher levels of estimated consumption inequality were less likely to
have projects that provided excludable goods, such as latrines, for
the poor.** The community decisions on whether to apply for a pub-
lic-good or a private-good project hinged on three factors: the way
individual preferences vary with incomes, the distribution of income,
and the relationship between political influence and income. In this
case, the income share of the elite was the strongest determinant of
project choice.

Potential targeted beneficiaries can differ from the actual ones, espe-
cially if the poor are left out of decision-making processes. For example,
sewerage projects, where the incidence of expenditure is regressive,
often benefit wealthier households than poorer ones (Figure 5.1). In
Honduras, the high costs of connecting to the system were prohibi-
tive for many poor households. Because they are not connected to
the sewerage line, they are not actual beneficiaries. In Nicaragua,
the sewerage systems tended to serve the better-off neighborhoods,
with the poor households in the less-affluent areas less likely to have
access.

There are even cases where the position of the poor actually wors-
ened.* In Benin’s Borgou pilot project, the community contribution
typically required in World Bank interventions created hardships for
the poor. It is very difficult for the poorest to make a cash contribution,
so they usually have to contribute time and labor, which takes them
away from income-earning activities. And where the rich contribute
on behalf of the community, the position of the elite is strengthened
relative to that of the poor. Moreover, reaching the poorest requires
fundamental social and cultural changes, which take considerable time
and sustained effort, unusual in a Bank-supported project.

When looking at the outcome of a program, it is often assumed that
the difference between the treatment group and the control group
can be attributed to participation in the programs. But a selection
bias can question this assumption. For example, it is often concluded
that a social fund program has achieved its goal simply by observing
a difference in social capital between treatment villages and control
groups. But communities with high levels of social capital are more
likely to apply for social funds for community development programs,
so the difference ex post could reflect the difference ex ante rather than
indicate the impact of the program.

For community-driven development projects, improving trans-
parency in decision making and lowering barriers to participation
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Figure 5.1
Sewerage Projects in Honduras and Nicaragua Benefit the Better Off Disproportionately
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can help. But there is still scant evidence of what can improve the
pro-poor benefits of such projects. Helpful steps include requiring
a minimum attendance at critical decision meetings, regulating pro-
cedures for forming community project committees, and improving
transparency. For poor communities that still have difficulty accessing
resources, additional measures may be needed to improve equality in
results, perhaps by providing early assistance for community organi-
zation, waiving requirements for counterpart funding, or extending
technical assistance.

sdeksk

The impact of an intervention is context-specific: what works in
one setting may not work as well in another. The effect of an interven-
tion can vary widely across segments of the population, and different
population groups may react differently to a given intervention. Gen-
eralizing the findings and assuming a uniform distribution of benefits
could be misleading. Assuming the results of a project scaled up to
a larger population to be a multiple of those in a pilot applied to a
specific group, even though the interventions are a replication, could
be problematic.

For targeting to be effective, a clear understanding of how the un-
derlying conditions bridge actions to results and how the variations
in such conditions may affect the results of targeted group is key.
When the critical conditions for an intervention to work are miss-
ing for the targeted group, they may remain left out even if averages
improve.

A recent evaluation of social safety nets indicates that the World
Bank’s results frameworks improved throughout the 2000s, but further
improvements are necessary. (Similar observations can be made of
other multilateral development banks.) Results frameworks have not
focused enough on the poor and vulnerable.*> Objectives and perfor-
mance indicators were often not specific enough to ensure effective
monitoring of the effects of social safety nets on the poor or vulner-
able. Only 59 percent of operations supporting social safety nets had
objectives that specifically targeted the poor and vulnerable, and 47
percent of operations supporting them did not have even one indicator
to monitor progress on reaching the poor. When the poverty focus was
mentioned, it was often in general terms of poverty reduction rather
than part of a time-bound objective.
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6

Align Intermediate
and Final Goals

Government efforts are still focused on showing increases in enrollment
rather than improvements in learning.
—Abdul Latief Jameel (Poverty Action Lab)

The frequent discontinuity between intermediate outcomes and
final outcomes has implications for whether development efforts
succeed. Aligning measures of intermediate and final goals is crucial
to get a picture of development results. Unlike the earlier discussion
of the urgent versus the important, we consider here how efforts to
meet intermediate objectives may not lead to achieving final goals.
Many promising intermediate outcomes are only necessary but not
sufficient conditions for the achievement of goals.

Money can buy inputs and outputs, but to achieve development
outcomes, policy must induce behavioral change. Controlling and mea-
suring the inputs and immediate outputs of a program—for instance,
how much money is spent and how many textbooks are distributed in
schools—is important but not enough to achieve the desired outcome.
Sometimes an exclusive focus on intermediate steps, such as a rapid
increase in enrollment rates, can come at the expense of the desired
results, such as improving learning outcomes, if the former crowds
out the needed resources for other steps.

Projects often need to target intermediate outcomes to make
things manageable, and they often (rightly) do so, keeping in mind
frameworks of assumed links among inputs, outputs, outcomes, and
impacts. Often the intermediate outcomes, even if imperfect, are one
set of useful proxies for where things are headed. They are also easier
to monitor, reflecting changes in a timely manner. But promising
intermediate outcomes may not lead to the desired final outcomes if
critical links in the causal chain are missing. And without the desired
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results spelled out and monitored, program achievements will remain
unknown.

These lessons are demonstrated here for education and health,
though similar lessons could also be drawn from other areas. The
examples tell a similar story in both sectors: a focus on intermediate
objectives does not necessarily ensure the achievement of ultimate
goals; but the way we measure performance often overlooks this dis-
connect, undermining success in delivering results.

All this does not mean that each step needs to focus on the subse-
quent links, but it is important to see the connections. One possible
solution is to develop mechanisms that can overcome the disconnects
and link inputs and ultimate goals. The chapter ends by discussing
output-based and outcome-based aid, their potential, constraints,
and pitfalls.

Education: From Access to Learning

There has been promising progress in education.! Worldwide,
about 85 percent of primary school-age children are enrolled in
school.? The number of primary school-age children out of school
fell from 106 million in 1999 to 68 million in 2008. Even in the
poorest countries, average primary enrollment rates surged above
80 percent, and completion rates, above 60 percent. And between
1991 and 2007, the ratio of girls to boys in primary and secondary
education in the developing world improved from 84 to 96 percent,
with even larger gains in the Middle East and North Africa and in
South Asia.

Gains in access to school have turned attention to improving the
quality of education and accelerating learning. The overarching goal
is not just schooling, but learning, better labor force outcomes, and
earnings. Growth, development, and poverty reduction depend on the
knowledge and skills that people acquire, not the number of years that
students sit in classrooms.

The goal of education is building human capital, enabling people
to realize their potential and contribute to development. The driver
of development will ultimately be what individuals learn, both in and
out of school. Recent research shows that the skills in a workforce
predict economic growth rates far better than do average schooling
levels. It is estimated that an increase of one standard deviation in
student reading and math scores (roughly equivalent to improving a
county’s performance ranking from the median to the top 15 percent)

80



Align Intermediate and Final Goals

is associated with a (large) increase of 2 percentage points in annual
GDP per capita growth.?

In the past ten years the World Bank’s support to postprimary
education has expanded, but the share of projects with labor market
objectives has not.* Education projects most often aimed to improve
the quality of education inputs, increase access to schooling, and
improve the equity and efficiency of education. Bank support has suc-
ceeded most at increasing access to education and improving its equity,
whereas fewer than half of projects have achieved education quality or
labor force, management, learning, or efficiency objectives.

Various factors enhance learning.® School hardware (school build-
ings, classrooms, and sanitation facilities) and school software (cur-
riculums, pedagogy, textbooks, and writing materials) need to attain
a minimum threshold to facilitate learning. The availability and qual-
ity of teachers have a big role. School management and institutional
structures, such as school autonomy and examination systems, are
associated with learning outcomes. Contextual factors—including
individual student health and nutrition status, family background, and
community characteristics—also influence students’ learning.

Many primary completers in low-income countries still have dif-
ficulty with reading and basic calculations. If school completion rates
are raised by automatically promoting children to the next grade and
not by attending to student learning outcomes, higher completion
rates will not reflect improved knowledge and skills. Although get-
ting children in school has its own benefit, mechanically pursuing an
increase in the number of students adds little to achieving the goal
of learning.

Tanzania rightly won a United Nations award in September 2010
for its progress toward attaining universal primary education five
years ahead of the 2015 target set under the Millennium Development
Goals.® But the results of a recent nongovernmental organization-led
review are sobering—the learning outcomes of the children remained
low. The survey results suggested that about 20 percent of the children
who completed seven years of primary school could not read their own
language, Kiswahili, at the grade 2 level; half could not read English, the
medium of instruction in secondary education; and about 30 percent
could not solve grade 2 multiplication problems.”

The World Bank supported the Tanzania Primary Education
Development Program (2001-2004) and the Secondary Education
Development Program (2004—2008) to improve access to education and
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learning outcomes. School fees were eliminated for primary education,
tuition fees were reduced by half in government schools, and a
capitation grant was provided for books and learning materials. As a
result, intermediate outcomes were promising—primary enrollment
rates increased dramatically, the number of government-supported
secondary schools rose almost fourfold, and secondary enrollments
nearly tripled.

But the promising expansion of enrollment did not translate into
the desired final outcomes of improving learning. Rapid expansion was
constrained by a shortage of qualified teachers. Learning outcomes
in secondary education suffered.® Although the number of secondary
graduates increased, the pass rate to continue study declined substan-
tially, and a large gender gap in outcomes persisted.

Even substantial increases in domestic budget and development
partner support were not enough to finance all the goals of primary and
secondary education development. The capitation grants for nonsalary
items, such as books and learning materials, were cut by a third and
the pupil—teacher ratios doubled, with negative effects on learning.

Tanzania is not an exception; many other countries share similar les-
sons. Despite the large investments in and high coverage of minimum
operational standards for schools, learning achievements fluctuated.
Empirical results in Brazil's Bahia State and St. Lucia indicate that,
on average, improving the quality of inputs was not associated with
better learning outcomes.’

Teacher absenteeism is often associated with poor student learning.
But higher teacher attendance cannot be presumed to lead inevita-
bly to more learning, when other constraints in the supply side and
demand side are binding. In Kenya, ICS, a Dutch nongovernmental
organization, provided schools with funding to hire a local contract
teacher to address classroom overcrowding. While hiring an extra
teacher on a short-term contract had a generally positive effect on
test scores, the impact depended heavily on how the program was
implemented. Training school committees to monitor teachers in
conjunction with hiring contract teachers were found to increase
program effectiveness.'°

Seva Mandir, an Indian nongovernmental organization, placed a
second teacher in the nonformal education centers it runs in Indian
villages. In half the forty-two centers randomly selected to receive
a second teacher, teacher attendance increased, as hoped, but test
scores remained the same." Further enquiry of the program indicated
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that poor schooling quality and economic deprivation could be major
factors that forced many children to undertake work and lose out on
studying.?

Access to technology can help students learn. But having com-
puters in schools cannot be presumed to lead inevitably to better
learning. The project “Computers for Education in Colombia” places
computers in public schools but there is no evidence that doing so
produced measurable increase in student test scores.'® Part of the
reason may be that, although computers were available, teachers did
not use them very often, and when teachers did use the computer, it
generally was not as a teaching aid or for other classroom activities.
The key contribution to learning—incorporating the technology into
teaching—was missing.

The general lesson: focusing only on intermediate outcomes through
improving inputs risks not achieving the desired results. These lessons
can be discerned from the experiences of multilateral development
banks. Overall, two-thirds of World Bank primary education projects
during 1990-2005 focused on increasing enrollment and reducing
dropout rates.'* A fifth of them had objectives explicitly covering the
expected results, such as improving reading, writing, and math skills,
and other learning outcomes. Further, there was no clear increase
in explicit objectives for learning outcomes, though projects have
increasingly financed development or implementation of learning
assessments over the last decade, as indicated in a recent portfolio
note." In all education sector projects approved in fiscal 2001-2009,
only one in five had an objective related to the labor market, such as
generating employment, creating human capital, or increasing the
market relevance of education. Fewer than half achieved their objec-
tives for education quality, labor force, management, or efficiency.

The cost of such inaction is high. The results for about a third of
the projects aimed at learning outcomes are unknown because of
inadequate or nonexistent learning outcome indicators. Country
case studies in Bulgaria, Georgia, Mali, and Serbia show that even if
results for learning outcomes are an explicit objective of the projects,
no information is available for projects.!® Most of the projects that
supported new learning assessments could not apply them more than
once during the project, making it difficult to track trends.

Improved student enrollment and retention, along with enhanced
teacher attendance and improved technology, can help in achieving
better learning outcomes. But measures are often missing to bridge
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the targeted output of enrollment and completion with the desired
outcomes of improved learning. The absence of planning for improved
learning outcomes and the lack of political commitment for reaching
those outcomes can result in unnecessary tradeoffs between improved
access and student learning gains, especially among the poor.

Tracking intermediate as well as final outcomes are important for
understanding what works in bridging school access to learning and
what conditions influence outcomes. Too often, inadequate results
frameworks lead to the adoption of inadequate indicators. For example,
employment rates of graduates do not reveal the type of occupation,
sector of employment, earnings, opportunities, or duration and stabil-
ity of employment, which could still be partial to measure education
outcomes. Without appropriate monitoring and baseline information,
the evidence is inconclusive on whether investments in vocational and
higher training contribute to meeting labor market demands.

The World Bank’s new education strategy aims at supporting
countries rightly calls for stronger systems to improve the quality and
reach of education. It calls for prioritizing and financing reforms of
countries’ education systems to improve the quality of student learn-
ing, matching new education financing with results, and building an
evidence base of what works in education reform and what does not.
This is an important development.

Health: Reaching Mothers and Children Is
Not Straightforward

The value of strengthening links between improving inputs and
achieving outcomes is also evident in the health sector. Building health
clinics and increasing the medical staff and hospital bed to population
ratios are only steps to strengthen health service delivery. Besides the
lack of access to good health care services, poor nutrition practices can
be a major contributor to poor health outcomes among other actions
from the household side, such as inadequate care for illnesses and
careless handling of water and waste. The same level of health inputs
can translate to different health outcomes, depending on elements
from the supply and demand sides.

Take children’s nutrition. High levels of child malnutrition in
developing countries contribute to mortality and have long-term
consequences for children’s cognitive development and earnings in
adulthood. Educating caregivers is often among the main interventions
to improve the nutrition status of children. But they are not sufficient
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for improving nutrition outcomes.'” They are at best necessary steps
toward the desired goal.

The results chain from interventions to nutrition outcomes is long
and complex. Many factors need to be in place to translate to these
actions into children’s better nutrition. Public policy can have an
impact through government finance and regulation of many types of
services, but its impact on nutrition outcomes depends on the local
context and on the behavior of service providers and households. Hav-
ing the nutrients available and the knowledge or willingness to change
behavior is no guarantee that real changes will take place. Only when
behavioral changes occur—along with other necessary conditions,
such as access to food, hygiene, and preventive care—can nutrition
outcomes be achieved.

In Ethiopia, while the Health Service Extension Programme seems
to result in a larger percentage of women making their first contact
with a skilled health service provider significantly earlier during preg-
nancy, very little effect is detected on other prenatal and postnatal
care services. Moreover, the program has not reduced the incidence
and duration of diarrhea and cough diseases among children under
age five.!®

Community nutrition programs reduced stunting in Madagascar
and Haiti but not in Bangladesh. The Bangladesh Integrated Nutri-
tion Project aimed to educate pregnant women and new mothers
in nutrition to improve maternal and child health. The project was
implemented correctly as planned with mothers attending the pro-
grams and gaining knowledge of children nutrition. But changes in
mothers’ knowledge did not reduce child malnutrition.*

One reason could be that in Bangladesh, husbands do the shopping
and mothers-in-law have a stronger say in children’s food consumption.
The assumed causal pathway linking mother’s improved knowledge
of nutrition to behavioral changes to feed babies with more nutri-
tious food so to achieve the final outcomes of improving children’s
nutrition status was mis-specified. The intervention resulted in very
little reduction in malnutrition, even though 90 percent of mothers
attended the program. They could not translate the knowledge gained
to changes in practice that would improve their children’s nutrition
outcomes because they are not the main decision maker for their
children’s nutritional intake.

Assuming that demand for the service provided by the interven-
tion always exists and that the targeted population shares the same
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objectives of the project designers is not always valid. Addressing such
constraints to align the objective of project intervention with the target
population can be required.

The “lentils for vaccine” program is a good illustration.”® In some
places in India, where vaccinations are free in public health facilities,
immunization rates have seen some increases but remain low. The
lack of understanding of the benefits of vaccination or even a sus-
picion of government health services could be contributing factors
in some contexts, in addition to the high absenteeism of health care
providers and unreliable supplies of vaccines. The combination of a
well-staffed mobile immunization camp and small nonmonetary in-
centives (such as a one-kilogram bag of lentils per immunization, plus
a set of plates for completing an entire immunization schedule) leads
to more children receiving vaccines and a greater likelihood of full
immunization.?!

A given intervention should not be expected to yield the same
results, even if it could be implemented in exactly the same way in
different places. In the long pathways connecting public policy to
outcomes, service providers and households play a role in determin-
ing health outcomes. It would be problematic to take for granted that
the same results as those in randomized trials in a controlled setting
would come from interventions in various local contexts. The relevance
and impact of health impact evaluations could be enhanced by col-
lecting data on service delivery, demand-side behavioral outcomes,
and implementation processes to better understand the causal chain
and its weak part.

Output-Based Aid and Outcome-Based Aid Imply

Different Incentives

The model of aid delivery and the appropriate stage of result target-
ing are current topics of debate. Output-based aid pays for specific
outputs. Outcome-based aid provides funds only on condition that the
recipient achieves certain outcomes. By focusing on different stages
of the results chain, output-based aid and outcome-based aid have
different incentives built in for their reward structure. Importance is
to strike the rebalance of focus given the difference in causality from
output to intermediate outcome and final desired outcome in a specific
context. A good base of aid delivery needs to be measurable (so it can
change midcourse if needed) and have a causal relationship with the
desired results.
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Both output-based aid and outcome-based aid have their advantages
and disadvantages. Output-based (or intermediate outcome-based)
aid is easier to measure and track progress. It is often desirable when
there is strong causality between the output (or intermediate outcome)
and the ultimate result. But the output (or at best, the intermediate
outcome) indicators may not provide accurate indications of long-term
beneficial changes when the causality is weak.

Outcome-based aid can provide incentives to pursue final results,
fostering accountability between funders and their citizens, between
recipient governments and their citizens, and between funders and
recipients. But it is often challenging when the desired outcomes are
intangible or difficult to measure and when attribution is an issue. If
it takes too long for the desired outcomes to emerge, not having ap-
propriate tracking of intermediate outcomes can risk not knowing the
progress of the interventions, so adjustments or scale-ups cannot be
made at critical moments.

Evidence from impact evaluation on the long-term impact is scant,
but some offers useful lessons. When the links between intermediate
outcome and final desired outcomes are strong, targeting intermediate
outcome using conditional cash transfer, a traditional output-based aid,
is effective. For example, in Pakistan the Punjab Female School Stipend
Program, a conditional cash transfer program targeting girls, helped
narrow gender gaps in education. Evaluative findings suggest that four
years into program implementation, adolescent girls in districts with
stipends were more likely to progress through and complete middle
school than those who do not receive stipends. Girls exposed to the
program later on—and who are eligible for the benefits given in high
school—also increased their rates of matriculation into and comple-
tion of high school, contributing to human capital development.*
Evidence from impact evaluation suggests that financial incentives help
to increase the use of key health services on which the cash transfer is
conditioned, if the beneficiaries know about this condition. However,
if the value of the services is low or unknown, results are mixed with
respect to nutrition and health outcomes.”

But the links in service delivery between outputs and interme-
diate outcomes and final results are not always straightforward.
Targeting the intermediate outcomes too early may not ensure the
achievement of final desired results due to potentially weak links if
the two do not align. In response to the rising demand to promote
results-based programs, some outcome-based aid models emerged.
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The program-for-results assistance developed by the World Bank
Group and the cash-on-delivery aid proposed by the Center for Global
Development are two new initiatives whose effectiveness are yet to be
tested. Both program-for-results and cash-on-delivery aid focus on
outcome targets, but at different levels.

Program-for-results focuses support directly on improving sectoral
or other development programs and finances specific expenditure
programs. Disbursements are made based on achievement of results
and performance indicators, and hence determined by progress on
monitorable performance indicators rather than simply by whether
expenditures were incurred.

For program-for-results, the disbursement-linked indicators can
be at different levels. For example, they can include desired outputs
or outcomes (such as the number of service connections of a particu-
lar specification or the number of children vaccinated or confirmed
as going to school). They can also include intermediate outputs or
process indicators (such as confirmation that specified communities
participated substantively in decision making). And they can include
financing indicators (such as the share of a specific type of project
in total expenditures). The challenges are to strike the right balance
between the monitored output and intermediate outcomes to adjust
mid-course as needed—and to target the real desired results in the
long run.

Cash-on-delivery aid proposes an even more substantial and fun-
damental change in targeting final outcomes. At no point does the
funder specify or monitor input, and the funder makes payments for
outcomes, not inputs. Rather than focus on disbursements and verify-
ing expenditures, it links payments more directly to a single specific
outcome. Its purpose is to overcome the problems in many current
aid programs by strengthening the donor—recipient relationship to
achieve results.**

Compared with traditional approaches to aid, the cash-on-delivery
aid funder embraces a hands-off approach. The recipient has complete
discretion and responsibility from the initial design and planning right
through to implementing strategies.

For outcome-based aid, disbursements are contingent on the
achievement of specific outcomes. Funding is disbursed only after the
mutually agreed results are achieved. It could reduce the risk of ambi-
guity or broken links among outputs, intermediate outcomes, and final
outcomes. Valid and reliable measures of those outcomes are critical
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for the aid to succeed. But inappropriate outcome measures could
lead to unintended consequences, and domestic resources might be
diverted from the needed sectors, as mid-course adjustment is more
challenging due to the limited progress-tracking mechanism.

In pursuing these instruments it is vital to ensure that there are
adequate oversight frameworks to mitigate environmental, social, and
financial risks. The pursuit of greater inclusion in the growth process
is becoming a top priority in many countries. Equally, environmental,
social as well financial sustainability, challenging as they are, represent
crucial objectives for countries. These financial instruments, there-
fore, ought not to turn out to be mechanisms that serve to avoid or
sidestep the vital concerns over social, environmental, and financial
sustainability.

The World Bank portfolio, for example, has evolved toward pro-
grammatic lending, with up to one-third of current lending projects
becoming ill suited to the existing safeguards framework that applies
to investment projects. As programmatic financing replaces project
financing, there will be a greater role for alternative and adequate
oversight mechanisms. In the case of environmental actions, there
will need to be a special treatment of high risks involved, third-party
verification of compliance with safeguards, and full disclosure of the
findings, as well as building in grievance mechanisms.

ek

The alignment of intermediate outcomes and final desired results
is conditioned by the causal relationship between the two. An under-
standing of the logical links among inputs, outputs, and intermediate
and final outcomes, grounded in both theory and observation, is crucial
to bridging interventions to final results. And a willingness to refine or
even change intermediate targets as information and experience ac-
cumulate can mitigate the concerns for development effectiveness.

Ultimate outcomes are not only more difficult to measure than
intermediate outcomes but also more challenging to achieve. For
example, improving learning is much harder than increasing enroll-
ment rates; improving the nutrition of children is much harder than
launching health service campaigns. There can be interest in favoring
the more tangible and visible things in the short horizon. But leav-
ing the desired outcomes untracked could incur high costs because
achieving the intermediate outcomes does not ensure that outcomes’
realization.

89



Multilateral Banks and the Development Process

In the case of education, the World Bank’s new education strat-
egy is an important step in recognizing and linking intermediate
and ultimate goals in education. It acknowledged the findings of
evaluations of education projects and focuses on increasing account-
ability and results as a complement to providing inputs. It seeks to
support institutional changes to make structural and behavioral shifts.
Reforms require buy-in from a large group of stakeholders. Navigating
a nation’s political economy is an important challenge besides getting
the technical details right and building its implementation capacity.
The targeting of learning outcomes in this strategy has implications
for setting the direction not only in education but in other areas such
as health.

Experiments with new mechanisms to deliver aid in ways that focus
attention on ultimate development goals bear watching closely. Early
evaluations could help ascertain if and how they promote greater
development effectiveness, including if they compromise social, envi-
ronmental, and financial sustainability, and suggest lessons for whether
they should be scaled up.
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Part 111

Applying Lessons
to Boost Results

Focusing on results and measuring them can be of far greater value
if we can use the findings. For evaluative findings to have an impact,
it pays to see their use in context and to present them in time to the
audience that can use them.

We can think of at least three circumstances when even good evalu-
ative findings can be underused or misused. First, in a rapidly changing
context, simply replicating what has worked in the past might not help
future work. Sometimes, it is not enough to repeat successful projects,
for some challenges may have been set aside because of risk aversion
or inertia-ridden bureaucracies. Focusing on the underlying conditions
and adapting to a dynamic situation can be crucial.

Second, focusing only on what has worked and what has not could
overlook potential areas where evaluation can bring value: capturing
missed opportunities. Evaluating how things worked in relation to
stated objectives may not be enough. There are numerous instances
when the stated goals missed out on crucial priorities, again because
of risk aversion or inertia.

Third, doing the right thing in the right way is most effective when
lessons are learned and applied at the right time. Seizing the crucial
moment to draw lessons and to influence policy is of the highest
importance for evaluation to contribute to greater development
effectiveness. The timely dissemination of evaluation results should
improve the design of policies, instruments, and institutions.
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7

New Challenges Call for
Shifts in Direction

There is nothing noble about being superior to some other man.
The true nobility is in being superior to your previous self.
—Indian Proverb

Under rapidly changing conditions, evaluative findings from past
experience might need to be qualified when applying them to future
efforts. When contexts change, the essential nature of the problems
might change too. In response, ways of addressing them may also need
to change.! Replicating past projects, even with highly satisfactory
ratings, cannot be assumed to ensure continuing success.> And when
the emerging needs and challenges have changed, high performance
ratings for a past portfolio based on one set of projects do not neces-
sarily indicate that repeating that set would produce high development
impacts in the future.

For example, the water and transport portfolios of some of the
multilateral banks have had above-average success rates when mea-
sured against stated objectives. But the approaches taken thus far
in these areas have underemphasized some of the most difficult
challenges, which also are crucial priorities for development. While
this has allowed the projects actually chosen to achieve higher suc-
cess rates relative to their objectives, it has left some critical needs
unmet.

For example, involvement in water faces greater challenges from
climate change, migration of people to coastal zones, and the declining
quality of the water available to most major cities and businesses. This
is a unique moment for the countries and financial agencies to confront
growing water scarcity head on. It calls for a shift in emphasis from
some of the easier avenues in building infrastructure to the tougher
challenges of managing water resources and the environment.
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Similarly, much has been achieved in building transport
infrastructure in developing countries, but with the growing popula-
tion density and rising environmental vulnerability, the solutions of
the past—with a heavy focus on roads—will no longer be adequate.
Countries and the development community will need to pay far greater
attention to efficiency, safety, health, and the environment using cross-
cutting approaches.

Although this chapter draws on experience from water and trans-
port, the lessons pertain to many other sectors. It is crucial to learn
lessons from the past and to understand links between actions and
effects in a given context, beyond replicating the past interventions.

Water Needs Are Changing: More than Access

Water has long been a major focal area for World Bank lending to
developing countries and projects in this area have done well. The
growing concern about water stress, however, renders the past focus
of increasing water accessibility inadequate in addressing the new
challenges as the management and sustainability of water use are
more prominent. This recognition is a pillar of the institution’s new
water strategy.

So, sustainable management of water resources has acquired a
new urgency. Maintaining a sustainable relationship between water
and development requires that current needs be balanced against the
needs of future generations.

Growing Concern about Water Scarcity and Water Quality

For almost a century, water use has been growing almost twice as
fast as population. To meet the demand for water, numerous parts of
the world have exceeded sustainable limits of water withdrawal from
rivers and groundwater aquifer. Underground aquifers below New
Delhi, Beijing, and many other booming cities are falling rapidly. Major
rivers such as the Ganges and Yangtze, or the Nile and the Jordan are
overtaxed and regularly shrink for long periods during the year.

Water shortages already loom in many parts of the world. One-third
of the world population, concentrated in developing countries, lives
in basins where the water deficit is larger than 50 percent.? About 700
million people in forty-three countries face water stress, unable to
obtain the minimum need of 1,700 cubic meters of water per person
per year.* And climate change aggravates the erratic rainfall patterns,
compounding the challenges.
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The global water footprint reached 9,000 billion cubic meters a year
in 1996-2005.° Irrigated agriculture accounts for more than 80 percent
of water use in developing countries. Yet, feeding more people and
coping with the changing dietary demands from a richer population
will require more efficient water use. Without sufficient water, future
economic progress could be severely constrained.®

But water stress is about more than availability. Rapid economic
growth increases not only water use but also pollution. It has changed
natural water reservoirs—directly, by draining aquifers, and indirectly,
by melting glaciers and the polar ice caps. And overexploitation of
groundwater results in salinization, while industrial and agricultural
waste pollutes water sources.

The economic benefits of better managing water resources are big,
as are the economic costs of inaction. Country examples indicate that
proper water management could increase gross domestic product
by 5-14 percent. In the Middle East and North Africa, where water
shortages are most acute, the cost of environmental degradation from
water pollution and excessive withdrawals is estimated at between 2.0
and 7.4 percent of GDP.

The Focus on Water Access Needs to Be Revisited

The context has changed. Much of the low hanging fruit has been
collected. And at the project level, replicating what was rated suc-
cessful in the past, therefore, may not yield the desired results in the
future. Water availability and water quality both have become tougher
challenges.

Connecting households to water supply systems used to be the
main way to provide access to safe water. But this can no longer be
replicated because water quality has been degraded. In many coun-
tries water needs to be pretreated to improve quality. Restoring water
resources at high cost has become a prerequisite for supplying water
to communities.

Vietnam and Brazil provide examples. In Hanoi, ammonia has
been found in groundwater since the early 1990s from a series of
wells near the Red River, which the water system tapped.” To remove
this contaminant, as part of the 1997 Vietnam Water Supply Project,
equipment costing $2.4 million was installed in the water plant before
delivery to households.® In the area of Vitéria, Brazil, cutting trees to
create pasture areas for cattle farms degraded the environment. With
cattle farms on steep slopes adjacent to the riverbanks upstream, the
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runoff into the river caused high sedimentation, shutting down a
dam that provided drinking water and electricity to the city. Clearing
the sediment from the reservoir then cost more than what the cattle
ranchers earned from farming.’

Further, project outcome ratings are measured against stated objec-
tives. But when the negative externality is not accounted for, repeating
the same interventions, even rated as satisfactory in the past, can do
even more harm than good in the future. High cost is often required
to mitigate the loss. Shrimp farming in coastal areas and large-scale
irrigation projects are two examples.

Shrimp farming. Investment in shrimp farming in coastal areas
was considered a viable approach for job creation and poverty al-
leviation in the 1980s and 1990s. But since the 1980s, as farmers
have converted mangrove swamps into aquaculture ponds, the
world has lost 5 million hectares (or one-fourth) of mangrove forest.
Shrimp farming also breeds fish and shrimp diseases and causes the
salinization of soil and fresh water, further polluting water and the
environment.

South and Southeast Asia have experienced particularly dramatic
losses. As a result of depleted mangrove forests and drained wetlands,
increased sediment runoff reduces the quality of water.

Externally funded shrimp and fish culture projects in three Indian
states (Andhra Pradesh, Orissa, and West Bengal) were conducted
in the early 1990s to alleviate poverty through employment creation.
But shrimp farming increased the vulnerability of local communi-
ties to storms and floods and degraded freshwater resources.'® Two
cyclones, one in Andhra Pradesh in 1997 and one in Orissa in 1999,
completely destroyed the shrimp farming sites. New instruments,
such as replanting mangrove forests and improving water quality, are
now required to restore and protect the environment and improve
people’s livelihoods.

In coastal Vietnam, inadequate attention to mangrove preservation
contributed to widespread eradication, with catastrophic environ-
mental impacts. In 2000, the Vietnam Coastal Wetlands Protection
Project!! replanted 370 million trees along 460 kilometers of the coast
to restore ecosystems and reduce coastal erosion."

Large-scale irrigation infrastructure. This greatly improved agri-
cultural productivity in the 1970s. Pumping groundwater at a faster
rate allowed more hectares to be irrigated and more crops produced.
Building dams and reservoirs increased water supplies, particularly
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where water was scarce and unevenly distributed.”® But ignoring the
environmental harm of irrigation infrastructure resulted in large and
irreversible costs in the long run.

For example, Morocco has managed water security with dams and
reservoirs over the past fifty years. It is expected to achieve the Mil-
lennium Development Goal for access to safe drinking water thanks
to large capacity increases in water storage from heavy investments
in dams and reservoirs—the number of dams increased from 12 in
1960 to 114 in 2006.

But there is a limit to this approach. Morocco’s dams and reservoirs
have indeed sustained a large irrigation system. In 2006, the country
had a total irrigated area of 1.4 million hectares, up from 1 million
hectares in 1998 and 8,350 hectares in 1967.'* Yet, further investments
in dams will not yield as much benefit as in the past; of the possible
dam sites, 80 percent have been filled, leaving only the most difficult
sites. Marginal returns have declined. And due to the decline of water
quality, not only does building new dams become more complicated
and expensive, but the life of the existing dams also becomes much
shorter than predicted. Farming and grazing on steep hillsides resulted
in environmental degradation and siltation.

Three large pumping stations in China use water from the Yellow
River to irrigate farmland. But the shifting of river channels and high
sediment have seriously disrupted water supply, at times leaving the
stations without water. And concerns are increasing that the Yellow
River will no longer reach the sea. In 1997, the Yellow River did not
reach the Bohai Sea for 226 days. The Shanxi Poverty Alleviation
Project aimed to irrigate 123,000 hectares with river water, but by
the time the project was completed in 2004, only 24,400 hectares (or
20 percent) were supplied with irrigation water, leaving 80 percent
of the target areas continuing to rely on tube wells, overexploiting
groundwater.'

So, simply replicating dam construction is not feasible in financial
or technical terms. With groundwater threatened by overexploitation
and contamination, the sustainability of such large-scale irrigation
infrastructure becomes questionable. Today, with growing water scar-
city, irrigation schemes often rely heavily on extracting groundwater
because of limited and unreliable access to river water. Continuous
overexploitation of groundwater can deplete resources. Due to the
growing constraints on groundwater and increasing water demand,
stringent water use restrictions are required.
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Managing Sustainability

Meeting today’s water needs while putting in place innovative strate-
gies to address future requirements is a global challenge. Many projects
have largely met their stated goals in recent years. The continuing chal-
lenge is to reinforce and scale up innovative ways of confronting the
mounting problems, including some of the most difficult ones, such
as coastal zone management, pollution reduction, and groundwater
conservation.

New challenges emerge and strategy needs to change accordingly.
For example, coastal zones are home to an ever-growing concentration
of people and economic activity, yet they are also subject to climate
risks, including rising sea-levels and the greater intensity of tropical
storms and cyclones. East Asia and the Pacific and Latin America
and the Caribbean account for about two-thirds of the large price
tag of total adaptation costs of $75 billion to $100 billion a year.'® But
between 1997 and 2007, the World Bank financed 1,059 projects for
water supply and sanitation and only 602 for coastal zones, rivers and
lakes, watershed management, and groundwater conservation.'” New
ways need to be found to help countries make water’s sustainability a
cornerstone of development plans.

Investing in new technologies (such as sprinkler, drip, and pipe ir-
rigation) and implementing regulations (such as water quota systems
to raise the efficiency of water use) show promising results.

For example, to increase the efficiency and productivity of agricul-
tural water use, the China Second Tarim Project in 1998 introduced a
water quota system restricting agricultural water use.'® Water-convey-
ance efficiency was increased from 60 percent to 95 percent and an
estimated 600—800 million cubic meters of water were saved each year
by lining canals with concrete over geomembranes to prevent leaks.
The saved water was reallocated to environmental, municipal, and
industrial uses, enabling the reclamation of land and the expansion of
irrigation to more than 41,000 hectares of new farmland. Within the
project area, nearly 70 percent of people were lifted out of poverty.

To prevent sedimentation, an innovative Global Environment
Fund project in Brazil, the Espirito Santo Biodiversity and Watershed
Conservation and Restoration, provided a startup fund for transfers
between water users in different economic sectors and allowed the
power company to provide cattle ranchers with payments for not
farming."
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Other country examples include paying more attention to wetlands
(Vietnam), caution in expanding irrigation that relies on falling un-
derground water tables (the Republic of Yemen), and confronting
agricultural water pollution (Morocco).

Evaluations of water projects have fed into the World Bank’s water
strategy. There is some realignment of the Bank’s portfolio and invest-
ment priorities, including multipurpose hydraulic development, water
supply and sanitation, and watershed management. The sustainability
of the resource base is being incorporated into more Bank operations.
And the Bank is embarking on the formulation of a strategic approach
to ensure that water management and the provision of services are
clearly aligned—and that water service operations include proper
management strategies.

A water mid-cycle progress report places water at the forefront
of the World Bank Group’s mandate for sustainable development.*
Highlighting many critical water issues, it recognizes that changes
are needed to respond to the complexities of the rapidly changing
environment. It accepts the need to do more about the vulnerability
of settlements to flooding and the need for coastal zone manage-
ment. Addressing water issues at the river-basin level and sequenc-
ing approaches have acquired growing importance. More recently,
the World Bank Group has been assessing options to reduce the
gap between water availability and use by involving all stakeholders
in efforts to support government transformation programs. More
projects are systematically linking the availability of water with its
use, with a more holistic look at the impacts on health, poverty, and
the society. To improve knowledge of water resource management,
more evidence needs to be provided on the actions taken to ensure
that projects pay adequate attention to conserving groundwater
and that the quantity extracted is sustainable. And more evidence
is required on effective ways to help countries address coastal
management.

Transport Needs Are Changing: More than Roads

Sharply rising populations in coming decades, especially in the
developing world’s urban areas, coupled with continuing globalization
and trade liberalization is expected to significantly accelerate demand
for transporting people and goods. Rapid urbanization, congestion,
pollution, and resource overuse exacerbate the negative impacts of
transport investments.
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Meeting the demand for transportation requires more than building
highways. Urban transportation issues have to be dealt with to support
passenger and freight mobility in large urban agglomerations.

Rapid Urbanization Poses New Challenges

The number of cities exceeding 1 million inhabitants is on track to
surge from 268 in 2000 to 358 in 2015.* In the one of the most dynamic
regions, East Asia and the Pacific, cities account for 70 percent of GDP
growth, a trend likely to continue.

Current global trends indicate growth of about 50 million urban-
ites each year, roughly a million a week. More than 90 percent of it
occurs in developing countries, placing intense pressure on urban
infrastructure, particularly transport. Since 1950, the world’s urban
population has more than doubled as a result of natural increase and
migration, to reach nearly 3.5 billion in 2010, about 50.6 percent of
the global population.?? By 2050, 6.4 billion people, about two-thirds
of humanity, are likely to be urban residents. Urban mobility prob-
lems increase proportionally with urbanization, and in some cases
exponentially, since it concentrates mobility demands in specific
areas.

Surging numbers of people and vehicles threatens the environment,
the climate, and the quality of life. With the global pool of motor ve-
hicles growing 3 percent a year, the pressure for additional road space
is relentless. Vehicle miles traveled in the United States has outpaced
population growth since 1970.2 More recently, car ownership has
surged in the developing world, including the most populous coun-
tries, China and India. Air pollution causes the premature deaths of
650,000 people a year in developing countries.?* The consequences of
pollution and environmental degradation fall disproportionately on
the poor, and road transport already accounts for nearly a quarter of
manmade gases contributing to climate change. If the past trend of
transport development were to continue, transport greenhouse gas
emission would increase even more dramatically. Policies to guide
demand to low-emission modes and technologies become more and
more important.

Transport can help resolve the nexus of issues associated with en-
ergy, land use, urbanization, and climate change. But economic activi-
ties concentrate on cities, and transportation in urban areas is highly
complex because of the multitude of modes, origins and destinations,
and the amount and variety of traffic.
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The Focus on Highways Needs to Be Reassessed

The World Bank’s past support for transport has been well man-
aged and effective, with above-average project ratings. But to meet the
new challenges, shifting away from the focus on highways is required.
More attention to efficiency, safety, health, and the environment and
a shift to urban-focused and multimodal transport are required to
address the tougher issues, such as growing population density and
rising environmental vulnerability.?®

Between 1995 and 2005, the World Bank’s experience in transport
was rated successful overall.? Of ninety-seven Transport Sector Board
road projects with specific physical upgrading and rehabilitation ob-
jectives completed and evaluated, 79 percent were rated moderately
successful or better on outcomes. The average economic rate of return
was 29 percent, above the median for all Bank projects.

Sound design and construction contributed to the positive outcomes
of these projects.”” Armenia rehabilitated more than 60 kilometers
of railway tracks between Yerevan and the Georgian border and un-
dertook pricing and operational policy reforms to improve railway
finances. The China Qinba Mountains Reduction Project surpassed
all rural infrastructure targets for road construction. In Peru, rural
accessibility improved, and transport tariffs for freight declined 9-15
percent. In Nicaragua, the project’s success was in part due to suc-
cessful donor coordination.

But there has been a predominance of road projects (Table 7.1).
For fiscal year 2001-2006, 73 percent of total commitments for
transport went to roads, but only 8 percent to railways, 3 percent to
ports, and 3 percent to aviation. Urban transport, mostly classified
under “general transport,” stood for only 13 percent of the total
commitments. If urban roads and streets are separated from “general
transport” and added to the roads category, the percentage share of
road-related transport commitments rises to almost 80 percent of the
portfolio.

A focus on roads is not surprising, given that they carry more than
80 percent of passenger kilometers and a significant percentage of
freight ton-kilometers in all countries.” But continually constructing
roads is not likely to produce satisfactory outcomes as new demand
emerges alongside rapid urbanization.

A transport project rated successful against its stated objective
could produce unaccounted negative externalities. Expanded land
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Table 7.1
Predominance of Road Projects

Fiscal year 1996-2000 Fiscal year 2001-2006
Transport World Bank World Bank
mo dep Commitments Percent Commitments Percent
($ billions) ($ billions)
Roads 13.0 73 11.9 73
Railways 1.5 9 1.3
Ports 1.2 6 0.5
Aviation 0.1 0 0.5
General 2.2 12 2.2 13
transport
Total 17.9 100 16.3 100

Note: Multimodal projects have been redistributed to the appropriate modes.
Totals may not add up exactly as a result of rounding.

Source: World Bank data.

use for transport facilities, deforestation in rural areas, and increasing
motorization in urban areas can increase air pollution, noise, and traffic
accidents. As the environment has become more important, simply
replicating transport projects with high outcome ratings in the past
would not always be good for the future.

Roads, if not managed appropriately, can be a source of water pol-
lution as well. Unpaved roads can contribute to basin-wide runoff
and stream sediment. Because water begins flowing over land on
compacted earthen surfaces after only a little rainfall, the flows go
directly to nearby streams. Surface preparation processes performed
when these roads are maintained renew the supply of easily transport-
able surface sediment. According to some estimates, unpaved roads
appear to be on the same order of importance as agricultural lands in
contributing sediment to stream networks, despite occupying a frac-
tion of the total surface area in basins.”

Large-scale paving can reduce infiltration. Natural storage of
groundwater can be reduced by improving drainage (which, by
definition, removes water to another area). Streams are often con-
stricted by roads. Bridges may constrict the flow of water, especially
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when designers are unaware of peak rainy season flows, and they
can act as unintended dams if debris jams their openings. In some
geographic areas the construction of roads can even exacerbate the
conditions that cause floods.*

For example, burning forests to clear land for agriculture has spread
rapidly in Brazil.*! But building roads in forested areas can also result
in deforestation and erosion. The Brazil Northwest Region Integrated
Development Program, or Polonoroeste program, aimed to provide
sustainable settlements by expanding infrastructure and supporting
agriculture and social services in the agricultural frontier areas of
Rondonia and Western Mato Grosso. The program supported pav-
ing the federal highway between Cuiaba and Porto Velho, extending
feeder road networks in both states, consolidating existing settlement
schemes, and establishing new ones. It also aimed to improve rural
social services, including management of the natural environment
and protection of indigenous people. In the absence of effective envi-
ronmental concerns and controls, however, it led to land use changes,
uncontrolled deforestation, and environmentally unsustainable devel-
opment in the 1980s and beyond.?* As a result, the increase in runoft
made its way into the rainforest through the road system, with close to
75 percent of the deforestation taking place within 50 kilometers of a
paved road. The sad lessons of the environmental devastation caused
by such infrastructure projects may still not have been learned—at a
high cost to society.

The Future Direction: Multimodal and Environmentally
Friendly Approaches

The challenge for transport is to support economic growth, but also
to ameliorate the negative social and environmental impacts. Overlay-
ing the general scenario of economic growth is a second phenomenon
of rapid urbanization, congestion, pollution, and resource overuse.
The transport sector must look for more sustainable solutions than
in the past. The way forward is to ensure that transport operations go
beyond intercity highways and give more attention to environmental
damage, energy efficiency, climate change, traffic congestion, and
safety.

Evidence shows a strong rebalancing between the various transport
modes in the World Bank’s portfolio in the recent years. As a share of
the Bank’s lending in fiscal year 2010, roads and highways came down
to roughly 50 percent, and urban transport rose to 30 percent, railways
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to 15 percent, and ports and air transport to 5 percent. More attention
has been given to energy efficiency and climate change, particularly
in urban transport. Greater innovation is required to development
infrastructure that is environmentally and socially sustainable.

The next generation of projects needs have a much more urban
focus. Much of the growth in the world’s population for the foreseeable
future will take place in the cities and towns of the developing world.
It will be essential to see transport opportunities with a multimodal
setting of integrated urban and rural concerns.

The Jamuna River Bridge in Bangladesh is an example how a multi-
functional structure can stimulate development and reduce poverty.*
Before the bridge was constructed the only connection was a slow-
moving ferry; traffic jams at the ferry terminals often lasted for days.
The bridge, nearly 5 kilometers long, carries a four-lane highway, rail
line, utility connections, and fiber optic cables. It aimed at connecting
Bangladesh’s less developed northwestern region with its more devel-
oped eastern region to accelerate economic growth in the northwest
and to integrate the area more fully into the economy of the nation.
The completed project reduced journey times and transport operating
costs and stimulated interregional trade. And even though the road
was subject to tolls, the level of traffic has been 41 percent higher than
expected.** Computer simulations predict major shifts of persons out
of abject poverty locally, with wider distributional improvements to
both local and national welfare.

To meet the emerging challenges, urban planning programs are also
required. To improve the integration between services and increase
the access of urban poor to employment centers, health centers, and
educational facilities, integrative public transport, land use, and air
quality strategies are important. For example, extending and modern-
izing commuter rail systems and bus corridors is an effective way to
alleviate heavy urban traffic congestion in Brazil. And the installation
of centralized traffic management systems helps to regulate traffic
flows in Bangladesh and Vietnam.

Given the increasing links with energy, land use, urbanization, the
environment, and climate change, transport will require innovative
cross-cutting approaches. One example is new parking strategies
to improve traffic flow, generate revenue, and discourage car usage.
The Bangladesh—Dhaka Urban Transport Project introduced the
Non-Motorized Traffic/Transport conversion zone in several cities
in Bangladesh. As a result, accidents have fallen 85 percent, and fatal
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accidents 33 percent, on the Non-Motorized Traffic/ Transport cor-
ridor during the three months of conversion.

Although the demand for highways will drive it core business, it is
anticipated that clients will increasingly seek support for more complex
projects and that this will gradually lead to a significant redeployment
of resources and a reexamination of priorities.*® In China, where tra-
ditional expressway projects were among the most successful in the
sector, the government has enlisted World Bank support for transport
projects connecting interior regions with the coast. The project pipe-
line is shifting toward railway, inland waterway, and urban transport
projects, so the share of such projects in technical assistance and
investment lending continues to increase.

In the new dynamic context, developing environment-friendly and
energy-saving transportation is under the spotlight. Projects in sev-
eral countries show promising results. In Dhaka, the removal of the
highly polluting three-wheeled taxis with two-stroke engines, under
the World Bank-supported Air Quality Management Project, is one
example of addressing the worsening quality of urban air. In Mexico,
the Transport Air Quality Management Project for the Mexico City
metropolitan area reduced ambient concentrations of pollutants and
resulted in fewer respiratory illnesses and other acute syndromes of
poor quality air.

Low-carbon technologies might seem costly at the beginning, but
can pay off in the long run. The durability of transport equipment, the
longevity of transport infrastructure, and the high fixed costs mean
that current investments lock in the modal structure of transport for
decades.*® Once investments have been made, the expenditures are
sunk. It is of vital importance to address sustainability.

Overall, however, evaluative evidence of whether and how World
Bank projects worked in addressing the environmental issues is
scant. Only six Bank projects (between 1995 and 2005) for the urban
environment and air quality in ten years have been completed and
evaluated. So, efforts to strengthen monitoring and evaluation are
still required.

sekk

The pace of change in the world is accelerating. The positive
impact of economic growth is coupled with relentless damages to
the environment. New challenges are emerging. Replicating past
experiences, successful in their original context, may not yield satisfac-
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tory results in the future. The focus needs to shift to tackle the toughest
challenges in order to achieve better development results.

Such shifts might call for moving beyond repeating easy-to-
implement projects and taking on riskier activities in the interest of
greater development impact. The challenge is to ensure that project
performance ratings take into account that results are being achieved
under more difficult circumstances and that there is continuing en-
couragement from evaluation for taking on riskier directions.

The urgency for adjusting approaches to the emerging needs and
priorities applies to many areas of concerns, but making such shifts is
sometimes not adequately motivated when evaluations rate past suc-
cesses without bringing out their dynamic context. In such a context,
replicating the past interventions, like mechanically ticking the boxes
on the check list, would not be adequate or even useful. For evaluative
lessons to improve development effectiveness, the key is to understand
what worked and what did not, and under what conditions.
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Capture Opportunities

Two roads diverged in a wood, and I, I took the one less travelled by,
And that has made all the difference.
—Robert Frost

One of the important roles for evaluation is to draw lessons from
the past to inform future actions. Traditionally, development evalu-
ation has focused on what actually happened—what went right or
wrong—in projects, programs, policies, or other activities to extract
such lessons. This approach generally makes sense, since it relies on
the facts on the ground for its analytical base, providing observational
support for the lessons.

In a rapidly evolving and increasingly complex environment, an
often underappreciated role for development evaluation is to identify
opportunities in operational work—a form of counterfactual analysis.
It looks not at what did happen, but what might have happened. The
intent is to identify opportunities missed in practice but that might
have made a difference if implemented. As evaluation becomes more
forward-looking, this kind of analysis becomes more important.

This chapter considers issues around environment and climate
change, structural constraints, and the use of cost—benefit analysis
for decision making. It focuses on three kinds of constraints. The first
involves overcoming apparent conflicts between policy objectives by
finding opportunities to exploit win—win situations. The example here
has to do with climate change and environmental protection and how
addressing them could support economic development. The second
is overcoming internal institutional constraints, such as limitations
placed by governing charters and policies. The examples cover the use
of guarantees and the application of safeguards. And the third relates
to information constraints that may make it more difficult to choose
rationally among options, forgoing good opportunities. The example
comes from the neglect of cost—benefit analysis.

109



Multilateral Banks and the Development Process

Environmental Protection and Development

Can Be Win—Win

Climate change and environmental protection have emerged as
major development issues over the past couple of decades. Both devel-
oped and developing countries have been struggling with how to cope
with them, leading to often-contentious disputes over the distribution
of costs and benefits. One especially vexing concern is that policies
to protect the environment and reduce or mitigate climate change
will slow economic development. This kind of tradeoft is difficult for
policymakers to embrace or to persuade their constituencies to ac-
cept. But if no actions are taken, there is danger of irreparable harm,
which could have particularly adverse consequences for developing
countries and their people.

While there are no easy solutions to this conundrum, there may be
opportunities to use sound environmental policies to promote devel-
opment while still addressing climate change. Indeed, recent work by
IEG provides some examples related to energy efficiency and protected
forest areas that show how identifying missed opportunities can pro-
vide practical guidance to achieve just such results. These potential
win—win strategies can address urgent environmental concerns and
economic needs simultaneously.

A 2°C warmer world will experience more intense rainfall and more
frequent and more intense droughts, floods, heat waves, and other ex-
treme weather events. That would have dramatic implications for how
countries manage their economies, care for their people, and design
their development paths. The cost of adapting to a 2°C warmer world
is in the range of $75 billion to $100 billion a year between 2010 and
2050.! This range is of the same order of magnitude as the foreign aid
that developed countries now give developing countries each year.

The cost of adaptation is high. The less done to mitigate climate
change, the more severe and expensive are the consequences. Delays
in action increase the costs because impacts worsen and cheap mitiga-
tion options disappear as economies become locked into high-carbon
infrastructure and lifestyles—more inertia. Some negative impacts are
irreversible if actions are not taken in time.

Energy Subsidies Can Be Better Targeted

A byproduct of economic development is the production of
greenhouse gases that threaten climate change. A 1 percent increase in
per capitaincome induces—on average and with exceptions—a 1 percent
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increase in greenhouse gas emissions.? But some exceptions offer
opportunities to promote strategies that both promote growth and
limit emissions.

This implies that strategic tradeoffs can be addressed by develop-
ment policy. In energy the World Bank has long supported reductions
in subsidies, coupled with improvements in efficiency and greater
availability of energy for the poor. On one level, these three policies
appear inconsistent. But this need not be so.

Subsidies are a large but poorly monitored drag on developing
economies. Removing them would increase economic efficiency and
reduce greenhouse gas emissions. The Organisation for Economic Co-
operation and Development has about €29 billion in subsidies, mostly
to energy producers.® The International Energy Agency estimated
that there was about $250 billion in annual consumption subsidies
for electricity and fossil fuels outside the Organisation for Economic
Co-operation and Development in 2005.* The largest subsidizers in
absolute terms were the Russian Federation, the Islamic Republic of
Iran, Saudi Arabia, India, Indonesia, Ukraine, and Egypt—all with
more than $10 billion a year in subsidies. Subsidies are 2—7.5 times
larger than public spending on health in Bangladesh, Ecuador, Egypt,
India, Morocco, the Republic of Yemen, Pakistan, Turkmenistan, and
Venezuela.

The bulk of energy subsidies, however, go to better-off consumers.
Most poor people in developing countries get no direct benefit from
fuel and gasoline subsidies, because they are not connected to the
electric grid and do not own cars. They receive only indirect benefits
through lower prices for energy-intensive goods and services such
as public transit. Even when the indirect benefits are considered, the
bottom 40 percent of the population in Bolivia, Ghana, Jordan, Mali,
and Sri Lanka received only 15-20 percent of fuel subsidies. In prin-
ciple, moving to higher energy prices could yield fiscal dividends and
long-run reductions in greenhouse gas emissions. Also in principle,
reallocating the savings from lower subsidies and lower energy use
could benefit poor people and society.

Indeed, in European transition countries cutting energy subsidies
led to increased efficiency and reduced emissions as prices to end-
users rose toward their full production cost.> Subsidies tend to go
disproportionately to the better off, providing few benefits for the
poor. Increased access to energy for the poor has very little effect on
emissions.
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Using energy-efficient instruments can also help. Compact
fluorescent lamps draw only 20-30 percent as much power and last
much longer.® Substituting them for all the incandescent lamps in
sub-Saharan Africa would reduce peak power consumption by 15
gigawatts, roughly 23 percent of the installed capacity.

Together, these findings suggest that a win—win strategy could be
built around introducing efficiencies, while reducing subsidies and
better targeting them to the poor. This would simultaneously reduce
the strain on government budgets, free resources to allow extension of
energy sources to the poor, and promote more efficient energy use.

But opportunities to pursue such a strategy need to be taken. Subsidy
reductions could be linked to efforts to improve energy efficiency as a
way to reduce the burden of adjustment to higher prices. And lending
from multilateral banks for energy efficiency improvement has been
modest—there has been some work on pricing.” A major reason for the
imbalance is that internal Bank incentives tend to work against such
projects, which often are small but place heavy demands on staff time
and preparation funds and may require persistent client engagement
that could take years. Moreover, investments in power generation are
highly visible and easily understood, unlike investments in efficiency,
which are less visible and involve human behavior (rather than electri-
cal engineering), whose efficacy is harder to measure.

In addition, a general lack of monitoring and evaluation in energy
projects reinforces the negative view of efficiency-oriented projects as
demanding but not necessarily effective. There is no timely, compre-
hensive, and consistent international monitoring of energy subsidies
or prices, and basic national data on key factors related to energy ef-
ficiency are mostly lacking. Timely and accurate data on household,
commercial, municipal, and industrial consumption and expenditures
on energy also are in short supply. Without such basic data the win—win
opportunities for greater energy efficiency, reduced subsidies, and
better targeting to improve access of the poor are difficult to identify
and measure. And so they remain missed.

Protected Forest Areas Can Be Better Managed

Another way to address climate change is by protecting forest areas.
The loss of tropical forest is a major contributor to climate change, ac-
counting for some 17 percent of the human contribution to greenhouse
gas emissions, primarily through the burning of forest lands to clear
them for other uses.®
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The Reduced Emissions from Deforestation and Degradation
(REDD) agenda, under the United Nations Framework Convention on
Climate Change, is intended to protect forest areas while safeguarding
the local environment and meeting development goals. Of course, ef-
forts to protect the forest are much older than REDD, stretching back
decades and focused primarily on fostering biodiversity and maintain-
ing sustainable timber supplies. Reducing greenhouse gas emissions
has been a side benefit of such policies, but not their primary purpose.
REDD puts climate change concerns explicitly on the deforestation
prevention agenda. But a lack of evaluation leaves the effectiveness of
all these efforts largely unknown.

An evaluation using forest fires as a proxy found that, on average,
protected areas significantly reduce tropical deforestation and associ-
ated carbon release, thus reducing carbon emissions while preserv-
ing biodiversity.” The study examined whether areas subject to strict
protection—with essentially no use allowed—fared better than those
in which some activity was permitted.

The expectation was that, all things equal, strict protection
would have the bigger impact on reducing the incidence of fires,
considering differences in deforestation pressures. But evalua-
tion found instead that the impact was actually greater when the
protected areas allowed sustainable use by local populations than
when they did not (Table 8.1). This finding is true for Africa, Asia,
and Latin America and the Caribbean when comparing the mean
reduction in fire incidence from strict protected areas with that
from multiuse protected areas. In Latin America, where indigenous
areas can be identified, the impact on fire incidence is extremely
large.

The value of protection was even greater in areas where people use
forests to generate income. This counterintuitive finding suggests that
giving local people a stake in the preservation of the forest, through
sustainable and economic activities, can simultaneously address forest
protection and economic development within the REDD agenda. Some
kinds of land use restrictions—rather than fencing off the areas—can
contribute to biodiversity conservation and climate change mitigation.
This implies a degree of compatibility between environmental goals
(carbon storage and biodiversity conservation) and support for local
livelihoods. And it sheds important light on the debate comparing
the effectiveness of strictly protected areas with areas that allow local
people some degree of sustainable use.
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Table 8.1
Estimated Protected Area Impacts on Fire Incidence (Percent)

Area Mean fire Mean Mean Mean
incidence reduction reduction reduction
due to due to due to
strict multiuse indigenous
protected protected areas
areas areas
Latin America 7.4 2.7-4.3 4.8-6.4 16.3-16.5
and the Caribbean
3.8-7.7 6.2-7.5 12.7-12.8
Africa 6.1 1.0-1.3 (0.1) -3.0 Not applicable
2.4-4.5 Not calculated
Asia 55 1.7-2.0 4.3-4.9 Not applicable

2.9-3.1 5.1-6.7

Note: The table includes estimates of two periods as a robust test. The first line (non-
italics) indicates estimates for the pre 2000 protected areas. Italics indicate estimates
for protected areas established between 1990 and 2000.

Source: Nelson and Chomitz (forthcoming).

Zoning for sustainable use may be more politically feasible and
socially acceptable than designating strict protection in areas less
remote and with higher population densities. In short, REDD can be
win—win, not merely putting up fences to conserve forests but also
addressing the fundamental interests of communities and promoting
local environmental and development goals.

Structural Constraints Affect Development Performance

Opportunities can also be missed because of structural constraints
that affect the ability of development organizations to provide optimal
services to clients. Two examples of such constraints are the limita-
tions on the MIGA’s lending activities and the gaps in the World Bank’s
safeguard policies.

The Multilateral Investment Guarantee Agencys Convention Limits Its
Ability

The MIGA’s fundamental purpose is to provide political risk
insurance to promote private investment. The kinds of risks it may
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insure are governed by its convention, adopted in 1988. The problem
is that MIGA's basic product range for risk insurance has not changed
since, despite the major changes in the global financial markets in the
1990s and 2000s.

A study found that other providers of risk insurance were devel-
oping a range of new products in response to the changing market
conditions.’® MIGA was expected to take the lead and expand its
product lines to meet new areas of demand. In response, it did take
some steps in its 2005 strategy to address the concerns in the study.
But its convention and operational regulations restricted the eligibil-
ity requirements for insurance and the types of risks covered. These
limitations hindered MIGA's ability to adapt to market trends, and the
agency has not been sufficiently aggressive in innovating within the
flexibility allowed by the policies.

While MIGA was facing these limitations, the international po-
litical risk insurance industry saw rapid growth—tripling in size
over 2004-2007—and MIGA’s share in the market declined from 6
percent to 4 percent. This in part reflected growth in the political
risk insurance business that MIGA could not offer. MIGA’s annual
business volume did increase, but only because the average size of
guarantees went up, even as the number of supported projects
declined.

The evaluation further concluded that the convention on eli-
gible risks had hampered MIGA'’s effectiveness—including in IDA
countries—and that restrictions were limiting its ability to respond to
country needs during the global financial crisis.!! The result was that
MIGA was missing opportunities to enhance development because
of these structural constraints.

The study came out when the global financial crisis was increasing
the need for MIGA to enhance its range of products to better serve
client countries. MIGA has begun addressing institutional effective-
ness, amending operational regulations and some policies, conducting
a business process review, and taking a first step toward implement-
ing self-evaluation. In late 2010, its board of governors amended the
convention to address the constraints.

Unbalanced Safeguard Policies Underestimate Risks

In 1997, the World Bank identified ten policies as safeguards that
would direct development in ways that would do no harm. These
included six policies on aspects of the environment, two on social
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concerns, and two on legal issues, marking an important milestone
for the Bank in addressing some of the concerns about potential
(unintended) effects of development activities financed through Bank
loans. Subsequently, other development agencies adopted such poli-
cies, initially based on the Bank’s. The IFC and MIGA developed a set
of performance standards separate from the World Bank’s safeguard
policy framework.

A 2010 evaluation found that the World Bank’s safeguard policies
needed to be more balanced, with several enhancements in the area
of social risks.? It concluded that the safeguards framework excluded
from scrutiny some project-induced risks covered by IFC/MIGA per-
formance standards, as well as other World Bank policies and guide-
lines. More specifically, the coverage of social issues is too narrow. For
example, the Bank does not examine labor and working conditions,
community health, safety, and security, as IFC and MIGA do.

These coverage limitations lead to an underestimation of risks,
which can impair development results. If a development risk is
identified in advance, steps can be taken to mitigate any adverse im-
plications. Identifying risk does not mean that mitigation will take
place—for that requires action. But without early recognition, it is
unlikely that mitigation efforts will be undertaken, exposing operations
to risk.

The implication is that by taking some of the social risks fully into
account, the World Bank could capture an opportunity to enhance its
development effectiveness. Several other multilateral development
banks have broadened their safeguard coverage over the years, making
it more likely that priority risks more relevant to client and project
needs will be addressed.

Adding these social policies to the World Bank’s safeguard frame-
work would not imply an additional burden on the Bank and its clients.
It would be possible to consolidate social safeguards under one um-
brella policy that provides for an integrated social assessment, which
would allow for identifying the most significant social risks relevant
to each project, just as identifying the most significant environmental
risks is facilitated by policy in that area.

Such policy changes would improve the relevance and efficiency of
the World Bank’s environmental and social policies, but to improve
effectiveness steps are needed to strengthen implementation, supervi-
sion, monitoring, and reporting.

116



Capture Opportunities

Cost-Benefit Analysis Is Underused

One important economic tool for considering project investment
is cost—benefit analysis, a method for ensuring that the value of the
benefits from a project exceeds its costs. Several measures associated
with cost—benefit analysis (such as net present value, net benefits, and
the benefit—cost ratio) are useful under different circumstances.

In principle, World Bank policy requires cost—benefit analysis for
every project, except where costs and benefits cannot be adequately
quantified. In practice, the percentage of projects for which this kind of
analysis is undertaken is low—and had been declining for three decades
until the early 2000s. In 1970, about 70 percent of projects included ex
ante analysis; by the early 2000s, the figure was down to 30 percent."?
Ex post cost—benefit analysis followed a similar pattern.

Application of cost—benefit analysis varies widely by sector: it is
used most in transport (58 percent of projects, 1970—-2008) and least in
education, health, nutrition, population, and public sector governance
(1 percent each). This disparity presumably reflects differences in the
sectors’ abilities to conduct cost—benefit analysis.

The World Bank produced a series of reports in the 1990s—known
as Econ I, II, and III—that tried to address some of these issues. It pro-
vided guidance on what should count as costs and benetfits, including
those that were indirect and unintended. It called for high technical
standards, but practice has not lived up to promise.

Not just the use but also the formulation and timing of the analysis
have undermined its effectiveness. The estimates of the economic
rates of return are often biased and delayed. Of fifty-one project
leaders randomly surveyed from projects closed in fiscal 2006—-2007
and 2008-2009, only five reported that cost—benefit analysis is given
significant weight at the project identification stage, and eighteen
reported that it is given significant weight at the preparation stage.

Many cost—benefit analyses were conducted after the decision to
proceed. This put the analysis under considerable pressure to reach
conclusions consistent with the decisions already taken, rather than
provide critical information for decision making about whether the
project is justified. In addition, the likelihood that the economic rate
of return is recalculated at the close of projects is lower for projects
with low outcome ratings.

This decline in the use of cost—benefit analysis is a forgone opportu-
nity. True, the estimates are imperfect. There are always measurement
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issues, such as the need to identify all (or most) costs and benefits.
These can be difficult problems, both intellectually and practically.
But without some form of rigorous, transparent analysis to support
proposed projects, it is almost impossible to make rational decisions
on their value.

But there is a second sense in which the failure to pursue such
analysis is a missed opportunity. Cost—benefit analysis cannot only
demonstrate, to a reasonable degree, whether a project provides suf-
ficient net benefits to invest scarce resources in it, but also provide a
common measuring stick for comparing alternatives. It can help deci-
sion makers choose among alternative uses of resources, providing a
firmer basis for choices than is likely to be available otherwise.

seskeske

Opportunities are often missed because of political, bureaucratic,
or analytical constraints that make it difficult to identify the most
beneficial options available to decision makers. These constraints of-
ten manifest themselves in conflicts among policy goals, institutional
rigidities, and analytical weaknesses. Overcoming these constraints
can shift behavior and improve development results. Seeing the results
of capitalizing on opportunities can be the best encouragement for
continuing to make these efforts.

Evaluation methods need to adjust to better take advantage of
opportunities. Evaluating against stated goals often leads the evalua-
tor to look for lost keys under the lamppost and refrain from asking
whether important options have been considered. When there are good
examples of how such an investigation makes a difference, it pays to
disseminate them to generate support for such investigation.
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Tarry Not—For Timing Is
(Almost) Everything

It’s easy to play any musical instrument: all you have to do is touch
the right key at the right time and the instrument will play itself.
—Johann Sebastian Bach

The final lesson has to do with evaluation itself: when and how
evaluation is conducted makes a big difference in how useful—and how
well used—the information is for improving development results. It is
not enough to focus on the right issues and to employ sound indica-
tors and methods in monitoring and evaluating development agency
efforts. To be useful, evaluations must be conducted at the right time,
delivered in an understandable format, and based on collaboration and
follow-up with evaluees and stakeholders.

To be effective, evaluations must convey clear messages, supported
by persuasive data. They must also consider the limits in using informa-
tion from the past to inform decisions on future actions. Without close
interaction of policymakers and evaluators, development evaluation
will gradually lose its relevance in the global system.!

First, the information needs to be useful to the end-users—the
decision makers.? There is much literature on the use of evaluation.?
Second, the information has to be user-friendly. Piling up undigested
data usually does not meet this criterion. Frequently, the users expect
some analysis of what happened and why. But “performance data do
not, by themselves, tell why outcomes occurred”* Translating the
data into an explanation for the outcomes is a role that evaluation
can play.

Evaluation information needs to be delivered when it can be put
to use. Timing may not be everything, as an old adage has it, but it is
almost everything. Information delivered too long before it can be used
to make decisions is likely to be forgotten or outdated by the time it is
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needed. And information delivered after a decision wastes resources.
Itis hard to predict at the outset when evaluation data will prove most
useful, so serendipity comes into play. But depending on serendipity
is a poor substitute for making a good effort to target delivery for a
decision point when the information can be used.

For high impact it is crucial to learn faster what works and what
does not, to focus on results at the right time, and to link evaluation
findings to development actions. This means that evaluators need to
be cognizant of the political dialogue and prepared to infuse it with
relevant evaluative evidence when critical decisions are about to be
made.

Traditional Ex Post Evaluation Has Limits

Independent evaluation has focused traditionally on ex post assess-
ments of projects and programs. At the World Bank, for example, the
charge President Robert McNamara gave in 1970 was explicit: “The
principal task of this unit will be to review past lending operations with
the central objective of establishing whether the actual benefits of the
completed projects are in accordance with those expected at the time
of appraisal and, in case of divergence, the reasons”””

Eventually the World Bank developed a system of self-evaluation
of projects completed by operational staff, backed by independent
assessment. Other evaluation offices adopted similar systems, and in
1999 the systems were codified into Good Practice Standards by the
Evaluation Cooperation Group, representing the independent evalu-
ation units in the major international financial institutions.

Ex post project evaluation has strengths—and limitations. It is
especially useful for enforcing accountability by focusing on how
development agencies have used funds to fulfill promises to their
governing authorities. It allows time for results to emerge before
rendering judgment. It also provides opportunities to learn from
experience—to a point.

Three limitations apply to learning from ex post project evalua-
tion. First, lessons from any one project necessarily are affected by its
circumstances, and so are hard to generalize to similar projects, none
ever precisely the same in design or context. Second, changes in the aid
architecture over time have shifted the unit of account for achieving
development results from projects to the country, region, and globe.
Project evaluation on its own cannot address these levels of account-
ability. Third, internal and external pressures have forced results-based
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management on development agencies since the late 1990s.° This shift
has put a demand on evaluation to provide feedback in the form of
findings and lessons much farther upstream than traditional ex post
evaluation could accommodate.

Evaluation has tried to address these issues by developing new tools
and adapting old ones to changing circumstances. One set of changes
has involved developing country, regional, global, and sector-thematic
evaluations. A second has been adopting upstream evaluation tools
to provide more timely information to decision makers, as discussed
in the next section. And a third has involved more effective com-
munication of evaluation findings and lessons, as discussed in the
subsequent section.

Forward Looking Evaluation Can Provide
More Timely Information

The limits to learning from ex post project evaluation were ad-
dressed initially by the Operations Evaluation Department (subse-
quently IEG) in a renewal strategy in 1997. Among the objectives was
shortening the feedback loop from evaluation to operations. Early
efforts focused on timing country evaluations, introduced in the mid-
1990s, to coincide with developing new country assistance strategies
in selected borrower countries. The aim was to have available lessons,
from an independent evaluation, of work under the previous country
assistance strategy to inform deliberations on the new one, thus making
evaluation more useful—and (it was hoped) the new program more
effective.

The World Bank eventually adopted a system of completion reports
for country assistance strategies as self-evaluation tools, subject to
validation, intended to ensure that lessons of experience were taken
into account in developing country programs. IEG also better timed
its sector evaluations to address the expected adoption or early imple-
mentation of new sector strategies.

These were the first major steps toward an approach to evaluation
focusing less on accountability for past efforts and more on using the
tools of evaluation to improve ongoing or proposed development
work. The value of this kind of evaluation can be high, particularly for
programs expected to be scaled up, where the risk of wasting funds
on ineffective programs or failing to support successful ones is acute.
But there can be a tradeoff between timeliness and quality, especially
where evaluative evidence is thin or incomplete.
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Two approaches that some development evaluators have begun to
adopt are real-time and prospective evaluation.

Real-Time Evaluation

Evaluating projects, programs, policies, or other activities in real
time is not a new idea among evaluators. Fairly early in the modern
history of evaluation, practitioners realized that the underlying model
in which a project or program was designed, approved, implemented,
and evaluated against planned objectives, outputs, or outcomes was
overly simplistic. Instead, they found themselves attending to all as-
pects of these activities, including the realism and practicality of proj-
ect or program design, how well the project or program was targeted
at intended beneficiaries, the way it was implemented, and whether
it was even feasible to evaluate. This is captured in the distinction
between formative and summative evaluation.” Real-time evaluation
has come to development mainly since 2000.

The reasons for growing interest in real-time evaluation are not hard
to discern. First, in some cases real-time evaluation can avoid costly
mistakes and prevent real harm. In the United States the Drug Abuse
Resistance Education program, intended to deter use of controlled
drugs by young people, was assumed to be effective, and eventually was
adopted in 75 percent of school districts nationwide. But evaluation
found that it was ineffective and thus a waste of financial resources and
school time.” Another US example, Scared Straight, sought to reduce
juvenile delinquency by taking at-risk youths to visit prisons, where
convicts tried to talk them out of following a criminal path. But this
well-intentioned program led to higher delinquency rates among par-
ticipants than nonparticipants, suggesting that meeting the prisoners
actually made them more attractive as role models to the youths.'

Second, in other cases, evaluation can support effective programs.
Early results from the evaluation of Mexico’s conditional cash transfer
program Progresa (now Oportunidades) showed positive impacts on
schooling, health, labor supply, and consumption.!’ Documenting
these positive results helped persuade a new administration not only
to maintain the program but also to expand it to new areas and ex-
tend eligibility to more children in the areas originally covered. The
evaluation also encouraged the administration to embrace a program
of rigorous impact evaluation more generally in developing its social
safety net programs. Similarly, the evaluation of an early childhood de-
velopment program in the Philippines affirmed the strong support for
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the program and played a role in the decision to expand its innovative
approaches.

Third, in a rapidly changing environment, delay can greatly increase
the eventual costs of inaction. If needed actions are not timely, options
may disappear entirely. Or if efforts are scaled up and generalized
before their actual impacts can be reliably estimated, scarce resources
could be wasted on poor choices, missing better opportunities and
adding to the burden tomorrow. In an uncertain world, real-time inputs
should inform projects, programs, and policies based on the best avail-
able evidence. With the right timing, even minor course corrections
based on emerging evaluation evidence can have disproportionate
impacts. When tens of billions of dollars are being deployed to tackle
the global financial crisis or climate change, traditional evaluation
cycles are likely to be too slow, losing opportunities for learning and
for achieving better results.

The challenge of being timely, then, is to ensure that evaluation
work is available when it can influence decision making. The recent
global financial crisis put a premium on the speed of using evaluative
findings. Based on the estimate from Global Economic Prospects 2010,
the crisis had serious cumulative impacts on poverty, with 64 million
more people living in extreme poverty by the end of 2010. Aid agen-
cies and national governments committed huge resources to combat
this crisis. For example, the lending commitments of the World Bank
Group increased substantially, reaching an all-time high of nearly $130
billion during fiscal years 2009 and 2010 combined. Governments
also invested heavily in their domestic economies through economic
stimulus packages. Evaluators were called on to provide real-time as-
sessments of how these funds were used, and with what results.

A series of briefs and reports on crisis response aimed to provide
timely assessments of the Group’s activities.'? The first (discussed
further in the next section) pulled together lessons from past crises
to inform the Group’s response. It identified seven lessons to consider
when developing that response. The second, in 2009, provided early
findings on the design and implementation of the response. The third,
in 2010, provided some preliminary insights into the results of the
Group’s lending and nonlending response. The fourth, in 2011, is look-
ing in depth at issues of fiscal, financial, and social protection. Each
report suggests directions for future work, making the evaluations part
of the dialogue on the underlying development issues.

123



Multilateral Banks and the Development Process

At the same time, national audit and evaluation offices were con-
ducting real-time evaluations of their own countries’ domestic crisis
response programs. The U.S. Government Accountability Office
conducted its own ongoing assessment of the American Recovery and
Reinvestment Act, the stimulus package enacted in 2009. Its reports
showed where corrections were needed, and many of its recommenda-
tions were quickly put into effect. And the U.K. National Audit Office
also looked at crisis response issues in a series of reports, again focused
primarily on implementation issues, at least initially."?

Another real-time evaluation during a crisis is the World Food
Programme’s assessment of its Southern Africa Emergency Opera-
tion in response to the Southern Africa crisis in 2002—2003. The study
evaluated the humanitarian relief operations as they unfolded from
inception through implementation to closing. Evaluative lessons cap-
tured at several stages aimed to promote corporate lending, assess the
relevance of the response, and measure the effectiveness of the mode
of implementation and the appropriateness of operational policies.'*
IEG has produced rapid-response evaluations providing relevant find-
ings to help address natural disasters, such as the Haiti earthquake,
Pakistan floods, and West Africa floods."

Of course, not all real-time evaluation is concerned with an im-
mediate crisis. On climate-related development work, for example,
the problems are long term, but the costs of waiting to evaluate until
projects are complete are high. IEG recently conducted two phases of
evaluation on climate change, and a third is forthcoming.’ The evalua-
tion stresses five measures that can offer attractive local benefits while
fighting climate change: energy efficiency, forest protection, appro-
priate project finance, technology transfer, and accelerated learning.
Carbon finance has yet to realize its promise of catalyzing large-scale
new investments in renewable energy and the World Bank and other
multilateral development banks need to help clients move away from
coal, using analyses that span entire energy systems to find cleaner,
more cost-effective, and financeable alternatives.

Prospective Evaluation

Real-time evaluation increases the timeliness and relevance of evalu-
ation by going beyond its ex post, backward-looking roots. But this
approach goes only so far, generally focusing on implementation and
early results. By contrast, prospective evaluation attempts to use the
tools of evaluation to address planning and designing activities from
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the start. There are good reasons to expand the scope of evaluation
in this way. Evaluation-based program planning provides an oppor-
tunity to improve the chances of success by incorporating oversight
mechanisms and program features associated with past successes to
provide timely corrective feedback on performance."”

Of several methods for conducting prospective evaluations, one
developed by the U.S. General Accounting Office in the 1980s is the
prospective evaluation synthesis.'® It is intended for use when three
conditions are met:

+ A new program or approach is being proposed.
+ The most effective approach is not known.
»  Similar approaches have been tested in the past.

Assuming these conditions, the evaluator first determines what
problem the proposal intends to address and ascertains the logic model
that specifies how the proposal will address the problem—that is, the
mechanics of how the activities contemplated are expected to ame-
liorate or eliminate the problem. The evaluator also needs to consider
the resources needed or expected to be available for the activity.

The evaluator then reviews and synthesizes existing evaluations
or other studies to ascertain what evidence is available to provide
insights into the likely results of the proposal. This requires a rigorous
review of the quality and relevance of the data underlying the studies,
weeding out poorly designed or conducted studies and those where
the approach, target population, or other conditions are too unlike
those applicable to the proposal to provide useful information. Finally,
evidence from the remaining studies is analyzed to assess the extent
to which it supports the proposal as likely to be an effective response
to the problem.

Success using this method depends on the availability of high-qual-
ity studies of similar practices with similar populations. Development
agency evaluation offices often have a wide range of such evaluations
available to them because of frequent use of similar approaches to
various problems and the requirements for project and country
completion reports. While quality is not uniform, there are likely to
be many cases in which prospective evaluation synthesis is feasible.
IEG’s first report on the financial crisis response, for example, drew
on several previous evaluations to derive seven lessons that helped
inform the World Bank Group’s response.' Earlier, in response to a
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request from the Bank’s Pakistan country team, IEG drew together
lessons from natural disasters to inform the response to the October
2005 earthquake in Kashmir.

Another method is scenario analysis. The evaluator assesses the
likely effectiveness of proposals under alternative sets of assumptions
or scenarios. For example, in work for the European Commission on
Impact Assessment, RAND Corporation evaluators typically assess
three options: the preferred proposal, a do-nothing alternative, and
a more extreme proposal. The three are tested and compared for po-
tential future effectiveness.? Another way to carry out such analysis
is to test the preferred proposal against a range of alternative plausible
assumptions about the future.

One form of scenario analysis is similar to the use of high, medium,
and low assumptions typically found in World Bank country assistance
strategies. But another is markedly different and has been used in
some development work. For example, in 1990 a scenario analysis was
conducted in South Africa to help guide the country’s transition of
power from the National Party to the African National Congress.?! Four
scenarios were constructed and analyzed by a group of economists,
business people, academics, politicians, and nongovernmental organi-
zation representatives, positing very different kinds of power transfers
and posttransition economic policies. In the end there was a consensus
on the best course, which helped guide the actual transition.

A third kind of prospective evaluation is policy transfer.?> Evalua-
tors compare policies adopted in other countries to assess the policies’
likely consequences. This involves three stages. The first is awareness,
which involves identifying—usually through international policy net-
works—examples of policies adopted to address the issue of concern.
Such information-gathering requires collecting as wide a range of
examples as possible, as well as accurate information on the differ-
ences among those specific policies and their political, economic, and
social contexts. The second is assessment, in which the evaluator seeks
to understand the problems and goals the policies were designed to
address and how well they performed, as well as how differences in
settings could affect their use. And the third is application, when the
evaluator considers whether the information from the case studies is
actually used in making decisions.

An example is Canada’s adoption of a privacy and information
policy. Canada looked at models in Sweden and the United States
but determined that neither could be adopted directly. The US model
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relied extensively on judicial enforcement, which Canada concluded
would be inconsistent with its parliamentary system. And it found the
Swedish approach too bureaucratic. In the end it developed a middle-
ground approach, setting up a commission that could hear appeals
based on privacy against government decisions but that did not have
licensing authority.

Real-time and prospective evaluation move independent evaluation
upstream in the decision-making process, a major shift in perspective
that is not without controversy. But as the examples in this section
make clear, it is possible for evaluators to maintain their independence
and objectivity, even as they apply the tools of evaluation to assessing
the likely successes of proposed projects, programs, policies, and other
development actions. In today’s fast-changing environment, evaluation
cannot remain relevant if it limits itself to the analysis of completed
work. The demand for evaluative information that can address current
decisions is high, but if evaluation does not respond constructively,
that demand will find other sources.

Effective Processes Can Increase the Use of Evaluation

To be effective, evaluation, whether prospective, real-time, or ex
post, needs to be used. But such use cannot be assumed. It must be
earned instead, and that requires work on the part of the evaluator.
Several factors contribute to the effectiveness of evaluations through
use, including how well it is aimed at the appropriate audiences, the
quality of the work, the communication of evaluation findings, the en-
gagement with stakeholders, and the quality of recommendations.

Several other factors affect whether an evaluation is useful to po-
tential users and whether each is actually used—summed up in three
questions®:

o Who will use the evaluation?
o What will they need from the evaluation?
o When will they need the information?

Typically, there will be several audiences, including those engaged
in the development activity itself. But there will also be government
officials, donor agencies, and the broader development community.
This means that those involved in evaluation need to identify the
relevant audiences for the information being produced and to set
priorities among the audiences to ensure that the information is aimed
most directly at the needs of those most likely to use it. To the extent
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possible they should try to get early buy-in from those stakeholders
on the relevance and utility of the information to be collected. But in
any case they need to be sure to address those needs.

Undigested data usually do not meet this criterion. Frequently, the
users expect some analysis of what happened and why. Translating the
raw data into an explanation for the outcomes is the role evaluation
can and must play. To be effective, however, the messages must be
clear and supported by persuasive and comprehensible quantitative
or qualitative data. They must also consider the limits in using infor-
mation from past events to inform decisions on future actions. There
are ways to do this, but they require rigorous application of methods
that often are new to evaluators.

So, as a first approximation, an effective evaluation process requires
that the evaluator understands and addresses the information needs.
While necessary, this is not enough. Evaluation also needs to meet
quality standards, an obvious but nontrivial consideration.

Evaluation organizations have developed quality standards. For
example, the Evaluation Cooperation Group, representing the inde-
pendent evaluation units of major international finance organizations,
has adopted standards for evaluation of public-sector and private-
sector projects, policy-based lending, country programs, evaluator
independence, and even the evaluation function itself. The evalua-
tion network of the Organisation for Economic Co-operation and
Development’s Development Assistance Committee?* and the United
Nations Evaluation Group?® have also promulgated quality standards,
as have national associations, such as the American Evaluation Asso-
ciation.?® These standards provide useful guidance in how evaluations
should be conducted, ranging from technical issues of data collection
and use to questions of evaluator ethics and behavior.

Adhering to quality standards certainly enhances the usability of
evaluation—but, again, doing so does not guarantee its use. Promoting
use also requires effective communication. Messages must be tailored
to the needs of the targeted audience and demonstrate the salient
points with just enough solid evidence to be convincing, without
overburdening the decision makers with inessential information.?’
Understanding what information is needed and useful for the deci-
sion maker requires delicate judgment, and perhaps experience, on
the part of the evaluator.

Timely dissemination of evaluation results can enable new proj-
ects to incorporate the lessons into their designs. Publicly disclosed
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monitoring of carbon projects shows the gains such feedback can
deliver. Landfill gas projects proliferated with the advent of the
carbon market, but monitoring reports soon showed that these
projects were underperforming relative to their design expecta-
tions. This feedback revealed that the appraisal models were based
on US experience, inapplicable to the waste streams of developing
countries.

For an evaluation to be effective, engaging clients and stakeholders
is essential from the design stage, through the evaluation process, and
in the formulation and follow-up to recommendations. Some evalua-
tors mistakenly assume that such collaboration reduces independence,
but this need not be so. Indeed, the American Evaluation Association’s
Guiding Principles (2004) explicitly recognizes that evaluators are
obligated to communicate with clients and stakeholders. But this does
not mean that evaluators must take direction from those stakeholders.
Instead, such communication is intended to ensure that the evalua-
tor has a firm understanding of the interests and values at stake in
the evaluation. Clearly, engagement requires care to ensure against
compromising independence. But such communication helps ensure
that the stakeholders develop realistic expectations about the evalua-
tion and an understanding of what was done—and why—by the time
results are ready to be reported.

This can be especially helpful when results are negative. To explain
why intended outcomes and impacts were not achieved, it is essential
to know whether lack of results was due to design failure or implemen-
tation failure as activities often are not implemented as planned.?® For
example, on safeguard issues, the effectiveness of the regulatory regime
depends not only on upfront risk assessments that the countries and
multilateral banks carry out but also on effective implementation and
supervision and on the checks and balances provided by monitoring
and evaluation, disclosure of findings, and verification of results.?
Engaging the stakeholders throughout the evaluation can provide the
evaluator with the information to make this determination and prepare
the stakeholders for the findings, which can help in acceptance and
responsive action.

Evaluation recommendations need to be formulated and presented
in a way likely to move key constituents or stakeholders to take neces-
sary actions to resolve or ameliorate identified problems or shortcom-
ings. This means that recommendations ought to be realistic and easy
to understand so that they can be accepted. They should also consider
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the context in which they would have to be implemented; otherwise
they may not have traction.*

It pays to stay engaged with an issue after an evaluation by keeping
track of how recommendations have been incorporated. With a one-off
engagement at the completion of an evaluation report, the impact of
evaluations would be short-lived. Real change takes place only when
findings are accepted and people learn. Indeed, weak follow-up on the
implementation of results and recommendations and poor dissemi-
nation of findings have been identified as key factors explaining why
some technical assistance projects of the Asian Development Bank
are less successful than others.* Similarly, a review of World Bank
economic and sector work and technical assistance over 2000—-2006
showed that in addition to high technical quality, close collaboration
with clients during the process mattered for effectiveness, regardless
of whether clients actually produced part of the task.*

One mechanism for continuing to stay engaged with an issue—aside
from periodic reevaluations in the area—is tracking the implemen-
tation of evaluation recommendations. Some organizations do this
through management action tracking systems, which review the ex-
tent to which major recommendations have been accepted and acted
on.* Such systems not only prod response from the organization but
also act as a reality check for the evaluators on the extent to which
their evaluations have been compelling and persuasive to decision
makers.

seskeske

These lessons about evaluation and its use in improving effective-
ness shed light on the need for evaluators to attend not only to the
technical side of their work but also to the needs of the stakeholders,
who ultimately decide whether an evaluation’s findings, conclusions,
and recommendations are used. Without such use, evaluation would
remain merely an interesting analytical exercise with limited practical
relevance.

Evaluation systems are not yet in place across the development
community to ensure their effective use in development decisions
and implementation. Evaluators themselves are often lost in their
narrow frameworks designed to carry out evaluations, while many
policymakers do not see the scope for evaluations to help shape for-
ward-looking decisions. For better results, the mindsets on both sides
should change.
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Conclusion

We keep moving forward, opening new doors, and doing new things,
because we're curious and curiosity keeps leading us down new
paths.

—Walt Disney

The development community has been trying to shift the center of
attention from financing activities toward ensuring that the funding
achieves good results. But linking financing and other inputs to the
desired development results requires logical steps related to cause and
effect. Understanding the assumptions behind such a results chain
of development activities is crucial to improving the effectiveness of
interventions.

Linking program inputs to outputs may be straightforward, but it
is considerably more challenging to link them to outcomes and im-
pacts. To translate actions into results, the underlying assumptions
need to be identified and tested. The influence of factors other than
the projects and programs, including the role of government and
the external environment, needs to be recognized. Identifying the
assumptions behind the links in the results chain and understanding
the risks to those assumptions are crucial to understanding whether
the intervention has caused the outcomes and to what extent it has
made a difference.

On many occasions, evaluation confirms existing knowledge and
provides quantitative support validating expected results. But some-
times evaluation reveals overlooked links in the development chain
connecting actions and results that get short shrift in decision making.
Both types of findings add to the body of knowledge.

This book has focused on vital, underemphasized dimensions that
should be given more prominence, thereby bringing crucial elements
to the attention of policymakers and development practitioners to help
them improve development effectiveness. The lessons follow a logical
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path—from what results should be the focus of attention, to how the
results should be measured, and to how to best use the information
from evaluation to strengthen the cycle of learning.

Development work of the countries and international financial
institutions sometimes focuses excessively on producing immediate
and visible outputs at the expense of addressing the root causes and
underlying issues. This can divert attention away from other impor-
tant concerns and needs, and obstruct improvements in development
outcomes. For example, the urgent distribution of emergency supplies
is useful in postdisaster situations, but its contributions to improving
preparedness and prevention can be limited. Without them, countries
prone to disaster can find themselves in a near-permanent state of
recovery.

There is also a temptation to attribute results too readily to the ac-
tions that were expected to achieve them, without investigating causal-
ity or accounting for the influence of other factors or even considering
whether these actions were contributing factors and what conditions
are required for the planned actions to work. Positive project outcomes
do not necessarily translate to positive country outcomes. Factors bear-
ing on country results can be within the control of the government,
donor organizations, or other actors—or completely beyond their
control. Narrowly attributing development outcomes to a single area
runs the risk of undermining the links or even blocking the realization
of the benefits that can accrue from multiple sources.

Monitoring and evaluation are valuable for development effec-
tiveness. If appropriate measures are not in place, wrong signals can
be sent, and the allocation of resources could be misdirected. What
gets measured is sometimes what is easily measured or is consistent
with special interests, and claims for validity and reliability may be
overstated.

First, composite indicators may not be well defined. Appealing as it
seems to compile information on multiple dimensions of development
into a single indicator, such composite indicators could be a poor proxy
when there is weakness in their premises and methods. Partial cover-
age without a balanced view could risk weakening relevance. Lumping
together several available datasets and assigning them weights without
transparent justification can result in “mashup indices” This can lead
to mistaken policies and actions that can impair results.

Second, if only the averages are measured, the target population can
be left out or wind up worse off, particularly where the distribution
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of benefits is skewed toward the better off. Economic growth can
accelerate with little or no improvement in income disparities, or
worse, with a greater concentration of wealth. Higher average income
can exist alongside reduced wealth or income for the poorest segments
of a population in relative or even absolute terms. Looking only at the
average is risky if the effectiveness of an intervention differs across the
subgroups of the population.

Third, achieving intermediate outcomes may be a poor measure
of the likelihood of reaching the final, desired results. Although in-
termediate outcomes are easier to monitor and can reflect changes
in a more timely way, they may not lead to the desired final outcomes
when elements in the results chain are missing or links are broken. In
some important instances, an exclusive focus on intermediate steps
(for example, raising enrollment rates) can come at the expense of
the desired results (for example, improving learning outcomes), as
resources required for learning get diverted.

Context matters a great deal. In a rapidly changing context, simply
replicating what has worked may not guarantee what will work. For
water, besides the growing constraints on availability, new challenges
such as coastal zone management, pollution reduction, and groundwa-
ter conservation have emerged. For transport, besides the demand for
roads, increasingly vital links with energy, land use, urbanization, the
environment, and climate change require cross-cutting approaches. A
given investment need not cover all aspects nor one agency do it all,
but it is important to connect the dots. Replicating even highly rated
projects is beneficial only if the situation continues to warrant such
intervention. It is crucial to focus on underlying conditions and adapt
to a dynamic situation.

Evaluation’s timing and processes can make a big difference. When
and how evaluation is conducted determines how useful—and how
well used—the information is likely to be for improving development
results. Evaluators need to attend not only to the technical side of their
work, but also to the needs of the stakeholders who ultimately decide
whether an evaluation’s findings, conclusions, and recommendations
are used. Timely dissemination of evaluation results should improve
the design of policies, instruments, and institutions in the face of
powerful interest groups.

Lessons drawn in this book have focused on the key links in the
results chain. They have brought out specific elements that are often
underemphasized but could add up to large aggregate impacts. For
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example, promoting natural disaster prevention and mitigation, not
just relief and reconstruction, can save thousands of lives and mil-
lions of dollars; and focusing on learning rather than enrollment can
make investments in education pay. And keeping an eye on the real
beneficiaries amid the general average can ensure that services reach
their targets.

Taken together, the book’s messages suggest gains from the sys-
tematic shifts that evaluation can prompt. Immediate and enduring
interests need not conflict, but the political economy may favor the
immediate. It is worth capitalizing on big cross-effects, but this may
not get attention. There may be pressures to measure and present in
ways that do not adequately capture the core concerns, but it is ben-
eficial to get these efforts right. It pays to build in lessons learned in a
timely manner—but with agility and flexibility to seize opportunities
in a context that is constantly changing.

Too often, easy routes are taken while tough questions are avoided.
This book does not address the big questions: Why is this so, and how
can this change? But some likely factors surface from experience.

Some links connecting actions to results are overlooked and dys-
functional programs are sustained for too long because rent-seeking
and political interests negate the accumulation of findings challenging
established views and entrenched policies. The disastrous experience
with shrimp fisheries in the 1990s was repeated in East Asia in the
2000s, while the cost of destroying mangrove forests was known long
before action was taken. The natural defenses in the coastal areas of
New Orleans were systematically devastated despite the scientific
literature strongly cautioning against such stripping away of coastal
wetlands.

People tend to predict the achievement of final results from in-
termediate outcomes, even in the absence of compelling evidence
for any connection. For example, increases in school enrollment and
completion rates sometimes are assumed to improve learning. But to
connect the dots across enrollment, completion, and learning requires
other crucial factors, inside and outside education. Efforts to focus on
these interconnections (targeting learning outcomes in this example)
would seem to merit support.

Political pressure may favor the status quo. Distributing urgently
needed supplies by helicopter and building temporary homes in re-
cord time rightly get headlines; equally important prevention efforts,
whose benefits accrue only in the future, do not. Building schools gets
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politicians elected; stressing learning outcomes does not. Improving
services for the upper classes gets credit; focusing on the poor who
lack clout does not. Nor does protecting biodiversity: flora and fauna
lack a voice at the decision table. And the length of time required
for desired outcomes to emerge is often inconsistent with the short
horizon of political interests.

The influence of entrenched special interests also tends to prevent
needed behavioral and policy shifts. Mollifying powerful interests
often means adopting only cosmetic changes and not addressing root
causes, possibly leading to further crisis. For sustainable outcomes,
we need to support efforts that look at root causes and to follow up
on the implications.

Groupthink is another source of inaction. People are often un-
comfortable even looking at issues that might challenge conventional
wisdom or investigating whether cases that worked in the past would
work in the future. Within the “silo” mentality fostered in many or-
ganizations, development professionals often have little incentive to
look beyond the projects they manage and at the links among the
different areas of concern, even though these are often critical to the
desired results.

Evaluators are not immune. If evaluative findings seem to confirm
existing knowledge, chances are high that no further steps would be
taken to drill down to the rationale behind them. The role of identifying
missed opportunities in operational work is often underappreciated.
Getting outside old assumptions and received wisdom and looking
with a fresh eye could shift behavior or even point to entire new ways
of doing business. For example, strategies built around reducing energy
subsidies and targeting them to the poor could have contributed to a
win—win—win scenario by reducing the strain on government budgets,
freeing up resources to allow extension of energy sources to the poor,
and promoting more efficient energy use.

The role of evaluators can be to promote or question the status
quo. For water projects, it is easier to give ratings that motivate the
continuation of repeated projects for access to water that have worked
in the past, rather than taking on innovative and risky ones that try
to address new concerns such as groundwater, water pollution, or
coastal zone management issues. Similarly, for transport, it is easier
to encourage replicating past success in building roads than tackling
new challenges of cross-cutting, multimodal, and environmentally
friendly approaches.
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Development processes would seem to benefit especially from
evaluation findings that highlight vital but underemphasized or
overlooked links in the results chain. It would, therefore, pay to have
evaluation frameworks that encourage innovation and risk taking with
regard to directing attention to these links and enabling the needed
follow up.
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