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Evaluating what works is critical to learning, accountability, and improved perfor-
mance. Multilateral development banks such as the Inter-American Development Bank
(IDB) have key roles to play in improving lives, often those of the poorest and most vul-
nerable people on the planet. These roles are inspiring and promising, but they also
carry a heavy burden of responsibility.

The Office of Evaluation and Oversight (OVE) is the independent evaluation office of
the Inter-American Development Bank Group. Since its establishment 17 years ago, it
has sought to provide accurate and constructive feedback on development effectiveness
to IDB’s Board of Executive Directors - and, more recently, to the Board of Executive
Directors of the Inter-American Investment Corporation. OVE’s work complements
that of IDB Group management, which is responsible for working with client coun-
tries to design and monitor “evaluable” development projects and provide their own
self-assessments of project results. OVE’s evaluations are disclosed to the public and
are available, together with their respective management responses, at www.iadb.org/
evaluation.

This is the third annual report OVE has produced. Its purpose is to provide an over-
view of the evaluation work OVE undertook in 2016. I invite you to review it and help
us to spread the word. It is imperative that the multilateral development banks, and the
development community more generally, learn from experience and seek to avoid costly
mistakes whenever possible. Relevant and high-quality evaluation is critical to this end.

I would like to thank the many staff and managers in the IDB Group and partner devel-
opment finance institutions with whom OVE has interacted in preparing these evalua-
tions, and the many counterparts in client countries who have shared their knowledge
and perspectives. We are all committed to the IDB Group’s mission of helping the econ-
omies and the people of Latin America and the Caribbean to grow and prosper.

Closbo foroy

Cheryl W. Gray
Director


http://www.iadb.org/evaluation
http://www.iadb.org/evaluation
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The Office of Evaluation and Oversight (OVE) is an independent arm of
the Inter-American Development Bank Group (IDBG or IDB Group), set
up to promote the institution’s development effectiveness through evalua-
tion. OVE is situated within the IDBG but reports directly to the Board of
Executive Directors - a structure that encourages objectivity while also
allowing close interactions with other parts of the organization.

OVE’s evaluations have spanned a wide range of topics over the years. In working with
the Board to define a work program each year, OVE aims to evaluate development top-
ics and corporate issues that are likely to be of high relevance to the IDB Group and to
Latin American and the Caribbean (LAC) countries in the future. It also seeks to ensure
that evaluations are timed appropriately to be on the critical path of decision-making in
IDB and its sister private sector arm, the Inter-American Investment Corporation (IIC).
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OVE'’s evaluations are meant to foster both learning and accountability and to support
management and staff in their operational roles and the Boards of IDB and IIC in their
governance role. In addition, OVE supports evaluation capacity-building in the LAC
region and reaches out to share evaluation findings with the Bank’s member countries.

(]
EVALUATIONS
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During 2016 OVE produced 15 evaluations and its annual report. In doing this, OVE’s
specialists traveled to 18 countries on more than 30 missions, interviewed more than
1,750 people, and analyzed more than 1,000 operations. This report provides brief sum-
maries of the evaluations completed in 2016 and discusses some key themes emerging
from them.

OVE 2016 EVALUATIONS

Q

PROJECT
EVALUATIONS

Housing in the Rural Water Pro- Urban Transport
Caribbean grams: Paraguay - and Poverty: Cali
: and Lima

Q

SECTOR AND THEMATIC
EVALUATIONS

Finantial Public-Private Sustainable Cities
Intermediaries Partnerships ; Initiative



http://www.iadb.org/ove/housing
http://www.iadb.org/ove/housing
http://www.iadb.org/ove/FI
http://www.iadb.org/ove/FI
http://www.iadb.org/ove/water
http://www.iadb.org/ove/water
http://www.iadb.org/ove/PPP
http://www.iadb.org/ove/PPP
http://www.iadb.org/ove/transport
http://www.iadb.org/ove/transport
http://www.iadb.org/ove/transport
http://www.iadb.org/ove/Cities
http://www.iadb.org/ove/Cities

CORPORATE
EVALUATIONS

Contingent Lend- Equity Investin, The Evolution of

ing Instruments Administrative
Spending at the
IDB

COUNTRY PROGRAM
EVALUATIONS

Argentina Guatemala Haiti

Trinbdad and
Tobago

Peru Suriname : Trinidad and
Tobago



http://www.iadb.org/ove/ContingentLending
http://www.iadb.org/ove/ContingentLending
http://www.iadb.org/ove/Argentina
http://www.iadb.org/ove/peru
http://www.iadb.org/ove/EquityInvesting
http://www.iadb.org/ove/Guatemala
http://www.iadb.org/ove/Suriname
http://www.iadb.org/ove/Budget
http://www.iadb.org/ove/Budget
http://www.iadb.org/ove/Budget
http://www.iadb.org/ove/Budget
http://www.iadb.org/ove/Haiti
http://www.iadb.org/ove/TrinidadTobago
http://www.iadb.org/ove/TrinidadTobago
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shown in the timeline below.

OVE s WORK PROGRAM FOR 2017
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OVE helps the IDBG assess outcomes of individual projects in two ways. First, it under-
takes comparative project reviews to identify lessons related to project design and im-
plementation. OVE completed three in-depth comparative reviews in 2016. One looked
at the impact of bus rapid transit systems in Lima and Cali on poor people and examined
how benefits for them might be increased. A second studied rural water supply systems
in Paraguay that are supported by the IDB, seeking to understand the reasons for their
success. A third reviewed the design and results of IDB-supported housing programs
in four Caribbean countries - Barbados, Guyana, Suriname, and Trinidad and Tobago.

In addition to undertaking its own project evaluations, OVE plays a key role in the IDB
Group’s larger project self-evaluation architecture. In 2014 IDB updated its system for
ex-post self-reporting of project results for public sector projects through Project Com-
pletion Reports (PCRs). In 2015 the IDB Group revised its system for self-reporting on
private sector project results through Expanded Supervision Reports (XSRs), and IIC
is now using the revised system. In 2016 OVE began to validate the first set of PCRs and
XSRs prepared under the new systems, and it expects to discuss the results with the
IDBG Boards in the second quarter of 2017.

Monitoring and evaluating results at the project level is the bedrock of the evaluation
system of any multilateral development bank (MDB). The important efforts made to
strengthen IDBG’s project-level results measurement system are beginning to bear fruit
and need continued support.



https://publications.iadb.org/handle/11319/7695?locale-attribute=en
https://publications.iadb.org/handle/11319/7614?locale-attribute=en
https://publications.iadb.org/handle/11319/7614?locale-attribute=en
https://publications.iadb.org/handle/11319/8164?locale-attribute=en&
https://publications.iadb.org/handle/11319/8164?locale-attribute=en&
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OUR COMPARATIVE PROJECT EVALUATIONS: AN
IN-DEPTH LOOK AT IDB GROUP OPERATIONS

This evaluation studies
poor people’s use of bus rapid transport (BRT)
systems in these two cities, following a previ-
ous evaluation looking at the broader effective-
ness of these systems. It finds that coverage of
poor areas and affordability is substantially
better in Cali (mainly because of its integrated
fare), while time savings is the key advantage
in Lima. The evaluation suggests that IDB
help these two cities increase the spatial cov-
erage and improve the integration and quality
of BRT routes, explore strategies for targeting
demand- and supply-side subsidies, facilitate
dialogue among stakeholders, and strengthen
the technical capacity of BRT authorities.

This study on the
functioning and sustainability of 100 rural wa-
ter systems implemented in Paraguay with IDB
support between 2004 and 2010 finds that the
systems are functioning well, with high quali-
ty and few disruptions. This success is largely
attributable to the capacity of the operators to
respond quickly and efficiently to technical
problems (particularly with the functioning
and maintenance of pumps). The communities
greatly value the service and are willing to pay
sufficient fees for routine operations, but not
for the initial investment or needed expansion.

In terms of sustainability, an econometric anal-
ysis shows that economic and technical factors
are more important than social participation
and environmental factors.

The evaluation compares housing and neigh-
borhood upgrading programs supported by
IDB in Barbados, Guyana, Suriname, and
Trinidad and Tobago. It finds that direct public
intervention is necessary, as the private sector
has little appetite for developing low-income
housing. However, project designs do not seem
to be informed by analyses of housing demand,
and all four programs face challenges in imple-
mentation. While all four programs improve
living conditions for beneficiaries, the evalua-
tion points out several constraints - location,
land policy, and planning - that need further
attention. Ambiguities over property rights,
low institutional capacity, and changes in gov-
ernment priorities are recurring themes in all
countries.



https://publications.iadb.org/handle/11319/7695?locale-attribute=en
https://publications.iadb.org/handle/11319/7695?locale-attribute=en
https://publications.iadb.org/handle/11319/7695?locale-attribute=en
https://publications.iadb.org/handle/11319/7614?locale-attribute=en
https://publications.iadb.org/handle/11319/8164?locale-attribute=en&

Most of OVE’s reports have a broader reach than individual project evaluations, focus-
ing on the development effectiveness of major IDB and IIC programs and initiatives,
and complementing - and sometimes drawing on - project-level results monitoring. In
the past year OVE has completed five evaluations that assess experience with specific
IDBG instruments or modes of client engagement:

I IDB Group’s Work Through Financial Intermediaries

I Contingent Lending Instruments

| Equity Investing

I Public-Private Partnerships (PPPs)

I Emerging and Sustainable Cities Initiative (ESCI)

These evaluations address topics of major importance to IDBG. Lending through financial
intermediaries and lending for PPPs each accounted for a sizable amount of IDBG com-
mitments during the decade reviewed - about US$1.7 billion and US$580 million on aver-
age per year, respectively. Contingent lending and equity have accounted for much smaller
shares of IDBG commitments in recent years, but they have unique characteristics that are
of interest to LAC countries and have potential to grow in the future. The evaluation of the
ESCI program - which began in 2011 and has been financed entirely by grants - is OVE’s
first in-depth evaluation of a major IDBG program of technical cooperation.



http://www.iadb.org/en/office-of-evaluation-and-oversight/evaluation-of-idb-groups-work-through-financial-intermediaries,20678.html
https://publications.iadb.org/handle/11319/7633?locale-attribute=en
https://www.iadb.org/ove/EquityInvesting
https://www.iadb.org/ove/PPP
https://publications.iadb.org/handle/11319/8058?locale-attribute=en
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These evaluations complement OVE’s review of Policy-Based Lending - another import-
ant IDB instrument - completed in 2015 and summarized in last year’s Annual Report.

These five 2016 evaluations highlight many factors that influence the effectiveness of
IDBG engagement with client countries. A key finding common across all of them is
the need for a clear strategic vision. What does the IDB Group hope to achieve for its
clients and itself? Under what conditions will the instrument add value in the country
setting? What foundations are necessary for the instrument to succeed? What are the
attendant risks and costs, and how can they be mitigated? Being able to answer these
questions is essential to IDBG success.

CONTINGENT LENDING: WEIGHING TRADE-OFFS

Contingent lending aims at guaranteeing the
availability of funds for an actual financing
need, usually conditional on the occurrence of
a certain state or event. While the IDB had tra-
ditionally focused on ex-post emergency lending
in times of crisis, during 2009-2012 it adopted
four contingent instruments that allowed coun-
tries to commit funds ex-ante to be available in
the event of economic crises or natural disas-
ters. OVE’s evaluation shows that in practice,
demand for these instruments has been limited,
not only in IDB but also in partner institutions.
Most countries have not been willing to pay a
significant premium in front-end and standby
fees for contingent products. Moreover, non-fi-
nancial conditions affect demand if they reduce
borrowers’ certainty about the quick availability
of funds when needed. Other factors affecting
demand include limited knowledge of the prod-
ucts and uncertainty about resource availability,
given the IDB’s increasingly constrained cap-
ital. The poorest countries have little access to
contingent lending for financial and economic
crises: only the IMF has products for them. Fi-
nally, the evaluation points out that MDBs can

also add value by helping clients address risks
in ways other than lending; one good example is
the World Bank’s success at helping clients ac-
cess private insurance for natural disasters.

Drawing on these findings, OVE’s review sug-
gests that the IDB conduct careful stakeholder
consultations to build a broadly shared strategic
vision on:

IDB’s comparative advantage and capacity
for countercyclical lending;

Trade-offs between joint (in the form of a
capital buffer) and individual (within coun-
tries’ lending envelopes) saving for bad
times;

Options for lending instruments (includ-
ing emergency vs. contingent lending,
terms and conditions, and eligibility); and

Demand and IDB capacity as a risk inter-
mediary.



http://www.iadb.org/en/office-of-evaluation-and-oversight/ove-annual-report-2015,20677.html
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EQUITY INVESTING:

Reviewing IDB Group Instruments and Approaches

A VERY DIFFERENT BUSINESS

Development Financial Institutions (DFIs) in-
vest in equity to provide capital to companies
with high developmental potential, to develop
a local equity market, and to generate income
for themselves. Through these investments,
they can play a key role in developing private
sector environmental, social, and governance
standards. Over time many DFIs have achieved
well-diversified portfolios, especially at the sec-
tor level. However, there are trade-offs between
lending and equity investing that DFIs need to
consider. Equity has provided DFIs with higher
returns than loans, but with greater use of capi-
tal and higher volatility (particularly with direct
investments as opposed to funds). Returns have
been highly sensitive to macroeconomic condi-
tions.

OVE’s study draws several lessons for IIC in
building an equity portfolio:

Clearly defining objectives up front is crit-
ical to success.

Understanding and managing trade-offs
is also key. IIC will need to weigh the pros
and cons of various timing options for ex-
panding equity while also factoring in the
fact that equity can lose up to 20-30% in any
given year.

Equity investing is a specialized business,
very different from debt, and requires spe-
cialized expertise. OVE estimates that IIC
will need to originate an equity portfolio of

at least US$200 million - or US$300 mil-
lion if it decides to do both direct invest-
ments and funds - over the next five years
to attract and sustain sufficient expertise.

A long-term horizon, patient investing, and
staying power are also central to successful
equity investing. IIC needs to find ways to
ring-fence its equity commitments over at
least the next 10 years.

Transparency in valuations and other eq-
uity metrics is essential to align incentives
over the longer periods inherent to equity
investing. IIC will need to strengthen its
current portfolio and risk management
capabilities and revisit staff incentives. Co-
operating with partners for training and
technical assistance and/or bringing in
secondees from leading DFIs can help as
short-term measures.




A fundamental issue is the role and comparative advantage of the IDB Group. OVE’s re-
view of contingent lending instruments, for example, asks whether and to what ex-
tent IDBG should play a countercyclical role, setting aside resources that could be used
for current lending to preserve the ability to respond in a downturn. The International
Monetary Fund (IMF) has a clear countercyclical mandate. To what extent can and should
IDB and other MDBs duplicate that? This strategic question lies at the heart of IDBG de-
cisions on the design and use of countercyclical lending instruments. OVE'’s review high-
lights relevant trade-offs and issues to bear in mind when considering this topic.

On the private sector side, OVE’s equity investing review also emphasizes the need
for IIC to carefully consider its comparative advantage and the trade-offs involved in
building an equity portfolio. IIC has invested in equity since its creation, though the
level of equity has been relatively limited - a total of 130 operations (on average about
five per year) for US$383 million since 1989. Looking forward, IIC’s business plan allo-
cates between US$25 million and US$50 million annually to equity investments. OVE’s
review finds that comparator development finance institutions (DFIs) have invested on
average about 20% of their portfolio in equity, usually through well-diversified portfoli-
os. Developing these equity programs was typically a gradual process that took several
decades, during which they had to learn the business, and particularly learn how to
manage equity alongside loans. IIC has potential to succeed in equity but needs to heed
the lessons of its own and other DFIs’ experience.

The question of IDBG’s comparative advantage also arises in OVE’s evaluation of pub-
lic-private partnerships (PPPs). LAC faces enormous infrastructure gaps and will
need large investments in the years to come. PPPs are a delivery model that can help over-
come some traditional problems associated with public provision, though they also pose
technical, financial, political, environmental, and social risks. In theory, with a mandate
to engage with both the public and private sectors, MDBs have a strong potential niche in
supporting PPPs. For IDBG to developing that niche in practice will require a clear strate-
gic and organizational vision and an ability to collaborate across the institution.

OVE’s evaluation of the Emerging and Sustainable Cities Initiative illustrates what

can be achieved with a clear strategic vision and an appropriate model of engagement to
achieve it. ESCI was launched in 2012 to help mid-size cities identify, prioritize, and ini-
tially finance sectors and actions that could lead to sustainable development. It applied a
multidisciplinary methodology to develop and support the execution of city action plans.
Though it is still early to assess the ultimate impact and effectiveness of city action plans
prepared under the program, ESCI’s achievements to date have been noteworthy.



https://publications.iadb.org/handle/11319/7633?locale-attribute=en
https://www.iadb.org/ove/EquityInvesting
https://www.iadb.org/ove/PPP
https://www.iadb.org/ove/PPP
https://publications.iadb.org/handle/11319/8058?locale-attribute=en
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Reviewing IDB Group Instruments and Approaches

PUBLIC-PRIVATE PARTNERSHIPS: BUILDING A
NICHE FOR THE IDB GROUP

Multilateral Development Banks (MBSs) have
a potential comparative advantage in support-
ing PPPs, given their ability to engage directly
with both public and private sectors. How can
the IDB Group strengthen its role and effec-
tiveness in this area? This evaluation draws
lessons from the IDB Group’s support to PPPs
over the past decade, focusing on six countries:
Brazil, Colombia, Dominican Republic, Guy-
ana, Peru, and Uruguay. During 2006-2015
the IDB Group approved 145 PPP operations
for US$5.8 billion, focusing on improving the
enabling environment and on financing PPP
projects (mostly in energy and transport), with
only limited support for project preparation.
The IDB Group portfolio has only recently be-
gun to include less traditional sectors, such as
education and health.

The evaluation points to both successes and
shortcomings in the IDB Group’s support. Ob-
jectives related to the enabling environment
were mostly achieved, but projects focusing
on financing had difficulties in countries with
weak enabling environments. Basic conditions
for successfully delivering infrastructure ser-
vices through PPPs were absent in half of the
projects examined. When different parts of
the IDB Group acted independently from each
other, inefficiencies increased and opportu-
nities to provide overarching solutions were
missed. IDB Group did not routinely conduct
a value-for-money analysis in its early deci-
sion-making process, compromising its poten-
tial value-added. When it gave ad hoc project
preparation support, it did so mostly at the fi-
nancial phase, when it was difficult to change
project conditions. And the longer-term sus-

tainability of IDB Group support was often un-
certain, given environmental and social risks,
shortages in long-term local currency financ-
ing, and limited transparency.

IDB Group has had particular success in a
few countries (most notably Colombia and
Uruguay) where it has had long-term engage-
ments with governments, has been flexible
and adaptable to changes in context, and has
worked in new areas with high potential. Pro-
viding a recognized “seal of approval” early in
project preparation and applying environmen-
tal and social safeguard standards are other
areas where it can add value.

OVE’s recommendations draw on the main
lessons that emerge from PPP developments in
the region and from MDBs’ and IDB Group’s
own experience. The need for:

A clear and focused PPP strategy;
A critical mass of PPP skills and expertise;

A coordinated and collaborative approach
across all parts of the institution that are
involved,

An adequate set of PPP-related instru-
ments (including knowledge, policy, and
financing).
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EMERGING AND SUSTAINABLE CITIES
INITIATIVE: SUPPORTING URBAN

DEVELOPMENT

ESCI started as a pilot in five cities in 2011 and
by 2016 had reached 71 cities across all 26 IDB
borrowing member countries. The evaluation
attributes this fast growth to the development
of strong partnerships (with over 70 counter-
parts from government, academia, and the
private sector) and to the cities’ high degree of
acceptance of ESCT’s planning methodology.

The evaluation also pointed out several other
positive aspects of the ESCI approach. ESCI
developed a strong brand, and its urban plan-
ning process fostered cooperation and coor-
dination among stakeholders both inside and
outside participating cities. The prioritization
exercise was evidence-based and credible. The
model for knowledge generation and dissemi-
nation, combined with a culture of openness
and transparency, was particularly valuable

and novel. Moreover, ESCI seems to have fa-
cilitated cities’ access to technical assistance
and other support from national, bilateral, and
multilateral sources.

The evaluation also pointed out some areas for
improvement in the ESCI methodology, noting
that the program generated significant expec-
tations of investment in the cities without pro-
viding an “exit strategy.” Relatively few cities
have been able to mobilize financing to imple-
ment action plans. OVE recommended that
the IDB maintain the “ESCI” brand with some
minor adjustments, develop mechanisms to
channel investment resources to finance action
plans developed under ESCI, reassess ESCI
after more time has passed, and explore ways
to use the ESCI model of partnerships and
knowledge sharing in other initiatives.

OVE'’s evaluations also emphasize the need for a strategic vision at the country level. In the
case of financial intermediary lending, for example, the evaluation stresses the need to
understand what is constraining access to finance in a borrower country to help design the
most appropriate program of support. In many countries, the major constraint may not
be liquidity, but rather a weak legal and regulatory framework, the lack of banking com-
petition (leading to high interest rates), or underdeveloped financial infrastructure (such
as collateral registries). The traditional approach of providing liquidity to financial inter-
mediaries may be ineffective in increasing access to finance in such settings. A shared IDB

Group vision for financial intermediary lending would help prioritize interventions and
determine under what conditions lending to public sector banks with a sovereign guaran-
tee is warranted vis-a-vis lending to private sector banks without such guarantee.



http://www.iadb.org/en/office-of-evaluation-and-oversight/evaluation-of-idb-groups-work-through-financial-intermediaries,20678.html
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FINANCIAL INTERMEDIARIES:
EVALUATING 10 YEARS OF IDB GROUP LENDING

This evaluation looks at 10 years and US$17
billion of IDB Group lending to financial in-
termediaries (FIs) for credit lines for small and
medium-sized enterprises (SMEs), housing
(mortgages), “green” investments, leasing and
factoring, and trade finance. The findings fall
into three main areas.

First, the evaluation documents the largely un-
coordinated and non-strategic approach taken to
date, both within the IDB Group and at the coun-
try level. Separate IDB Group windows have had
different strategies, objectives, and operational
processes. IDB has sometimes indirectly fund-
ed banks and private firms (through its loans to
second-tier public development banks) that its
private sector windows would not have funded
directly. At the country level, IDB Group’s op-
erations often fail to address key constraints to
access to finance, and have tended to support the
largest banks without considering the effects on
competition in the financial sector.

Second, FI lending has not been well designed
to foster meaningful change at the FI level. IDB
Group has focused on “following its money” -
that is, identifying a list of projects that were re-
portedly funded by IDB Group resources. This
is futile, given the fungibility of money, and it in-
centivizes banks to “cherry-pick” the easiest or
best loans to include on IDB lists. A more effec-
tive approach would be to encourage FIs to ex-
pand the size of their relevant portfolios - such
as SMEs or mortgage lending - and to improve
their management systems overall.

Third, though IDB Group’s monitoring and
evaluation frameworks have been strengthened
over the past few years, incentives for team lead-
ers and investment officers are still oriented pri-
marily toward achieving lending volumes rather
than development effectiveness. Also, the IDBG
rarely uses its structuring and incentives for FIs
to improve development results. The evaluation
identified practices of other development finan-
cial institutions that IDB Group may want to
consider to strengthen both types of incentives.

The same type of country-level strategic thinking is needed for PPPs, which may or may
not be a cost-effective approach to the funding of needed infrastructure in a particular
country setting. PPPs have both costs and benefits vis-a-vis traditional public sector
provision of infrastructure and social services, and a conducive legal, regulatory, and
business environment is critical to their success. When designing a PPP program, it is

important for the IDBG to carefully assess these costs and benefits and understand the
characteristics of a country’s business environment.




A successful PPP strategy also requires appropriate organizational structures and
incentives. The need for public-private collaboration in implementing PPPs in client
countries is mirrored in the need for IDB-IIC coordination within the Bank. Such col-
laboration is also critical for financial intermediary lending, given the key importance of
legal and regulatory frameworks for the financial sector and the presence of both public
and private sector banks in most LAC countries.

The IDB Group’s 2015 decision to merge all private sector windows into the IIC en-
hanced coordination among private sector windows but could potentially raise further
barriers to collaboration between the public and private sector parts of IDBG. IDB and
IIC are taking steps to bridge these barriers, most importantly through common coun-
try managers and coordination units. Going forward, it will be critical that these mech-
anisms work effectively if the IDBG is to make the most of its comparative advantage in
these joint public-private spaces.




OVE’s country program evaluations (CPEs) analyze the relevance and effectiveness of
IDBG’s support to individual borrowing countries over four to five years, generally cor-
responding to the time covered by the most recent country strategy. OVE delivered six
CPEs in 2016—for Argentina, Guatemala, Haiti, Peru, Suriname, and Trinidad
and Tobago. These countries face many institutional and economic challenges, and the
CPEs show a record of mixed success in the Bank programs.

A key finding emerging from this batch of 2016 CPEs is the importance of tailoring
program and project design to the country context. Many of the issues identified by
OVE in several country programs arose because of designs that were too ambitious
for the country’s institutional capacity. In Haiti, pressures to prepare projects and dis-
burse funds quickly (particularly in the post-earthquake emergency period, but also in
later years) resulted in some projects being approved with weak feasibility and socio-
environmental impact studies - and ultimately with inappropriate designs, given the
country’s institutional capacity. The Guatemala, Suriname, and Trinidad and Tobago
CPEs also documented problems arising from unrealistic objectives and time frames,
incomplete diagnostic work, underestimation of costs, and overly complex design given
limited institutional capacity in line ministries and project implementation units. Rap-
idly changing policy priorities, often accompanying changes in government leadership,
were also a factor in some cases.

The fit of IDB projects with institutional capacity appears to be somewhat stronger in
Argentina and Peru, though issues remain. Multi-phase IDB infrastructure operations
in Argentina were managed by centralized executing agencies and tended to perform
relatively well. Implementation problems were more common in activities in other
sectors (such as economic policy and the judiciary) or in operations managed at the
provincial level. Furthermore, weak coordination between the national and provincial
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COUNTRY PROGRAM EVALUATIONS:
HOW EFFECTIVE ARE IDB GROUP COUNTRY

PROGRAMS?

These quotes, taken from the six CPEs completed by OVE in 2016, summarize the findings on over-
all Bank effectiveness during the evaluation periods. These conclusions and resulting recommen-
dations were broadly endorsed by country counterparts and the relevant IDBG Boards.

“The Bank’s support
in Argentina was provided in a context of the
country’s transition to more moderate eco-
nomic growth rates, expanding imbalances
in the economy, challenges in the provision of
infrastructure, deficiencies in the quality and
effectiveness of social expenditure, institu-
tional challenges, and a deteriorating business
climate. The actions envisaged in the Bank’s
program [...] were bounded and partially rele-
vant given the limited opportunity that the gov-
ernment provided for policy dialogue and for
support in key areas to address development
challenges.”

“The period was character-
ized by changes in the government that affected
implementation of the IDB’s program. Partly as
a result of the pressure of the IDB-9 commit-
ments, the Bank designed and implemented
an ambitious program that did not sufficient-
ly take into account the challenges associated
with Haiti’s fragility. As a result, the Bank end-
ed up financing an outsized operational pro-
gram in relation to the country’s institutional
and absorption capacities.”

“Strategic objectives
were relevant, but the expected outcomes were
ambitious in many cases given the difficulties
that the Bank has traditionally faced in imple-
menting operations in the country. Despite ad-
vances in a number of areas, progress toward
achieving strategic objectives was generally
limited.”

“On balance, the Bank’s
work with Peru between 2012 and 2016 is pos-
itive. The country strategy was mostly aligned
with the government’s priorities and with the
country’s development needs; some of the ap-
proved operations had signs of continuity; and
in general there was strong coordination with
other international cooperation agencies. In
addition, program execution gathered pace, at-
taining the Bank’s median performance level.”

“The focus of the coun-
try strategy was relevant [...] but the Country
Strategy was overly ambitious in the country
context. Although there were advances in a
number of sectors, progress toward fully at-
taining most of the strategic objectives pro-
posed by the Bank was limited. In addition, in
some areas of early progress, the reforms have
not progressed - largely because of delays in
the implementation of the reforms that accom-
panied the budget support as well as delays in
the implementation of investment loans.”

“The Bank
has not been able to develop an effective rela-
tionship with Trinidad and Tobago that leads
to development results. IDB has continuously
developed country strategies and approved
projects that were not implemented. While the
Country Strategy targeted the key development
challenges, its overly large and complex design
led to an unrealistic strategy and ambitious re-
form program that exceeded the country’s ca-
pacity - and that of the Bank - to deliver.”
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governments affected the sustainability of infrastructure investments. Peru’s programs
of policy-based lending have been implemented well, but weak implementation and ac-
countability have affected some investment projects.

One of the most common results of poor institutional fit is delays in project implemen-
tation. In Trinidad and Tobago, the five investment loans completed during the evalu-
ation period had average implementation delays of four and one-half years, more than
twice the Bankwide average. Half of the investment operations in Guatemala’s 2016 ac-
tive portfolio also had delays, averaging almost four years. Delays can in turn result in
significant cost overruns, exacerbated by narrow markets for contractors and materials
in constrained institutional settings. The Haiti CPE notes, for example, that contract
negotiations often “resulted in increases [...] of more than 30% over the initially bid
amounts,” in some cases forcing planned activities to be dropped.

Cancellations of investment loans and “truncation” of policy-based lending programs
(through the cancellation of later loans in the series) are also common. All four pro-
grammatic policy-based loan (PBP) series approved in Trinidad and Tobago during the
CPE period were truncated after the first loan. The study finds that “the Bank did not
adequately analyze the likely risks associated with the use of the PBP, including the
significant interagency coordination needed to approve, implement, and sustain the re-
form agenda [...]. Lack of consultation led to the inclusion of loan conditions that were
disconnected from the working realities and capacity of the relevant ministries, and
were ultimately infeasible.”

Similarly, the IDB approved six policy-based loan series for Suriname during the CPE
period. A first operation was approved for all six, but the reforms then stalled, and only
three had a second loan approved (and none a third loan) by the end of the strategy pe-
riod. The technical design of reforms progressed at a reasonable pace, but bottlenecks
arose at the legislative stage. The country is now trying to resume the reform agenda in
a context of heightened macroeconomic instability.

Most importantly, these implementation problems undermined the achievement of
many of the projects’ development objectives. Ensuring sufficient institutional capacity,
not only at the project and program levels but also at higher levels of government, is
critical for success. While IDB can usefully help countries develop capacity over the
medium term, it is equally important for IDB to understand existing capacity con-
straints and formulate its strategies and programs of support to fit the country context.




These twin challenges - to ensure a realistic fit with the country’s institutional capacity
while also helping to build that capacity - frame several of OVE’s recurring recommen-
dations in these CPEs:

To focus the IDB’s programs on a reasonable number of topics and sectors, recog-
nizing that spreading support too thin puts undue burdens on limited government
capacity and makes success in any particular area harder.

To simplify the design of the IDB interventions, as simple project designs are easier
to implement and more likely to succeed.

To take full advantage of potential synergies among instruments, for example by
pairing technical cooperation and investment lending with PBPs to support imple-
mentation.

To ensure adequate fiduciary oversight, which, in settings with limited capacity,
may entail combining financial management and procurement functions for multi-
ple projects in one cross-cutting fiduciary entity.

To invest in the country’s statistical capacity to help elucidate its needs and better
design interventions to meet them.
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OVE’s mandate includes dissemination of its evaluations for learning purposes and
building evaluation capacity in the LAC region. It dedicates substantial effort to out-
reach and evaluation capacity development, both within IDB and with partners and
country counterparts. OVE aims to make its evaluations easily accessible through its
publications and website, dissemination events, and participation in workshops and
conferences. In 2016 OVE hosted a workshop in El Salvador on conditional cash trans-
fer programs in Central America and a workshop in Brazil on productive development
programs. OVE staff also presented evaluation findings at events in Argentina, China,
Italy, Mexico, Suriname, the UK, and the US. Our website registered more than 53,000
pageviews, and total report downloads reached almost 75,000.
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http://www.iadb.org/evaluation 

OVE has also continued to participate actively in the CLEAR Initiative. CLEAR (Cen-
ters for Learning on Evaluation and Results) is a joint program of 10 multilateral and
bilateral donors and foundations to support capacity-building centers for monitoring
and evaluation (M&E) in four world regions. The CLEAR Center for LAC, operational
since 2012, is based at the Center for Research and Teaching in Economics in Mexico
City. In 2016 it published a comparative analysis of national M&E systems in 10 LAC
countries, held an international seminar on the use of evaluation in public policy, and
offered 13 training courses and workshops involving more than 430 participants from
government, civil society, and academia. It also worked directly with several govern-
ment agencies in Mexico and other LAC countries to strengthen M&E practices.

The CLEAR Center for Brazil and Lusophone Africa, based at the Getulio Vargas Foun-
dation in Sdo Paulo, Brazil, started operations in September 2015. In 2016 the Center
worked with two institutions in the state of Santa Catarina - the Secretariat for Edu-
cation and the Federation of Industries - to better understand and improve the imple-
mentation of the state’s technical and vocational programs. It also worked with Brazil’s
Ministry of Finance to provide an ex-ante evaluation of Brazil’s worker protection poli-
cies and with the JP Morgan Chase Foundation to identify supply-demand gaps in labor
skills in Sdo Paulo. The Center has put in place the basic building blocks for open-en-
rollment training courses to strengthen M&E skills and knowledge.



https://www.theclearinitiative.org/
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OVE has undertaken many evaluations over the years. To what extent are
these evaluations influencing how the Bank does business? To help answer
this question, in 2013 OVE worked with IDB management to establish a
system to monitor the implementation of OVE’s recommendations, the
Recommendation Tracking System (ReTS). Recommendations issued by
OVE and endorsed by the Board are tracked in the ReTS. Management
prepares an action plan for each recommendation and updates progress
annually. OVE then validates that progress. The ReTS system and val-
idation results are described in greater detail in the background paper

accompanying this Annual Report.

In 2016, OVE completed the first round of validations after the ReTS pilot phase. The
validations looked at two questions:

[ Relevance: How relevant is the action plan to the recommendation?

Implementation: To what extent is management on track to implement actions
due by the end of 2016?



https://www.iadb.org/ove/RETS

Between February 2013 and December 2016, OVE issued 152 recommendations, of
which 142 were endorsed by the Board and 109 had action plans that were appropriate
for validation by OVE. OVE’s recommendations vary in many ways, given their very
different contexts, but they all concern ways to enhance IDBG’s development effective-
ness. The recommendations covered in this year’s ReTS can be categorized into eight
broad activities:

Enhancing the strategic focus of IDBG’s work, whether at the sector, thematic, or
country level.

Expanding IDBG’s engagement in client countries - for example, with the private
sector, subnational governments, or policy-making processes at the national level.

Changing IDBG’s organizational structure, procedures, or personnel.
Reconsidering the design and/or use of the Bank’s lending instruments.

Reconsidering the design and/or use of the Bank’s knowledge and technical
cooperation instruments.

Improving project design and/or implementation in specific settings.
Improving the monitoring and measurement of results.

Enhancing and/or expanding IDBG’s work in particular substantive areas.



Category

Strategic focus

Client
engagement

IDBG
organization,
process,
personnel

Lending
instruments

Knowledge
instruments

Examples

“Select and focus on a narrower range of
interventions to facilitate the development of in-house expertise and
enhance the Bank’s capacity to show results.”

“Promote a comprehensive and coordinated multi-
sector approach to food security through the upcoming Sector
Framework Document on Food Security.”

“Seek long-term partnerships with subnational
governments (both states and municipalities) where possible, and
devote substantial resources to cross-learning.”

“Strengthen the relevance and development
effectiveness of the Bank’s program through a greater engagement
with the private sector.”

“To enhance country focus, further strengthen the
country program management function in country offices.”

Strengthen the mainstreaming of CC concerns
in IDB by maintaining a highly qualified CC group whose mandate and
incentives are to provide cutting-edge technical knowledge and support
to divisions in all operational Vice-Presidencies.”

“Review the experience with
performance-driven lending in the IDB and peer institutions and
consider introducing lending modalities in local currency as well as
currency and interest rate swaps.”

“Strengthen the design, monitoring, and completion
of future policy-based programmatic series [...]. When a PBP series
is interrupted, it is recommended that the remaining operations be
removed from the lending pipeline and a project completion report be
prepared for the truncated series.”

“Put more emphasis on innovation and
strengthen the knowledge repository to learn from and disseminate
lessons of experience in secondary education.”

“Use concessional instruments (TCs and lending)
strategically to deepen dialogue in areas not to be covered by lending
operations.”



Project design “Ensure appropriate sizing of new investment loans.”
and implemen- “Strengthen risk analysis during project design and
tation periodically reevaluate and reprioritize the lending program based on
dialogue between the Bank and the Government of Colombia, with a
view to lowering the cost of projects prepared but later removed from
the pipeline or canceled.”
“Deepen the analysis and estimation of costs of
infrastructure projects.”

“Give more emphasis to the sustainability of Bank-
financed investments by ensuring that all projects systematically
incorporate mechanisms to ensure operations and maintenance of the
services.”

Results “Deepen the Bank’s ability and incentive to track
measurement its activities and results related to climate change mitigation and
adaptation.”
“Revise the PCR guidelines
to further harmonize them with those for the private sector and to
address shortcomings identified in this report.”

Enhancing work “Promote a reactivation of the policy
in particular dialogue in the electricity sector, with the aim of promoting the reform
substantive areas agenda required as a complement to investment programs.”

“Address the problems of quality and equity in Bank
programs that support the delivery of basic social services.”

Three-fifths of the action plans reviewed were considered by OVE to fully (42) or sub-
stantially (24) address the recommendation. The others were considered either partial-
ly relevant (38) or not relevant (5) to address the recommendation.

The actions proposed by the Bank to address results measurement issues were more
relevant (87%) than those in other categories, reflecting long-standing IDBG and OVE
efforts in this area. For recommendations that called for IDBG strategic focus to better
define to what extent and how the institution should support specific sectors (such as
agriculture or the financial sector) or to give greater focus to country programs, the ac-
tions proposed were less relevant (38%). Decisions concerning strategic vision are com-
plex, and the results suggest the need for a more robust consultation and coordination
process within IDBG to build consensus on these issues.



Category %

Results Measurement 87
Client Engagement 69
Substantive Areas 65
Lending Instruments 57
IDBG Organizations and Process 57
Project Design and Implementation 56
Knowledge Instruments 44
Strategic Focus 38

OVE was able to validate the extent of implementation of 74 of the 109 action plans. Of
these, OVE judged over four-fifths (60) to be on track as of December 2016. Action plans
related to project design and implementation, to IDBG organization, and to strategic
focus had the most activities on track, while those related to knowledge instruments
had the least. Under strategic focus, management’s rapid follow-up on CPE recommen-
dations accounted for the high degree of implementation. These findings reinforce the
benefit of timing CPEs during the preparation of new country strategies so that man-
agement can readily respond to OVE’s recommendations.

OVE assessed the overall level of adoption (considering both relevance and degree of
implementation of action plans) of 33 recommendations reported by management to
have been completed by end-2016, finding that two-thirds had been fully or substan-
tially adopted by IDBG management. For six evaluations (with 22 recommendations),
action plans for all recommendations were reported as completed by end-2016. These
are listed, in order from highest level of adoption (almost fully adopted) to lowest (rela-
tively low level of adoption).



Category %

Project Design and Implementation 100%
IDBG Organization and Process 91%
Strategic Focus 88%
Results Measurement 86%
Client Engagement 1%
Substantive Areas 1%
Lending Instruments 67%
Knowledge Instruments 57%

1. Evaluability Review of Bank Projects 2012

2. Measuring Project Performance at the IDB

3. How is IDB Serving Higher-Middle-Income Countries?

4.  Review of IDB Support to Secondary Education

5. Country Program Evaluation: Dominican Republic 2009-2013
6. Country Program Evaluation: Jamaica 2009-2014

The ReTS is a work in progress. IDB has made strides in implementing Board-endorsed
OVE recommendations, though there are gaps. The system is improving over time, and
OVE will continue working with management to streamline processes and encourage
participation and follow-up throughout the IDB Group.



Find here IDB s
management response
to this report
www.iadb.org/ove/
ResponseAR2016

You can find all the
evaluations mentioned
in this report at
www.iadb.org/
evaluation
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