ICal &rmision

for Aid Impact

The UK’s support to the

International Development
Association (IDA)

Literature review

May 2022



OGL

© Crown copyright 2022

This publication is licensed under the terms of the Open Government Licence v3.0 except where otherwise stated. To view this
licence, visit www.nationalarchives.gov.uk/doc/open-government-licence/version/3, or write to the Information Policy Team,
The National Archives, Kew, London TW9 4DU, or email: psi@nationalarchives.gsi.gov.uk.

Where we have identified any third party copyright you will need to obtain permission from the copyright holders concerned.
Readers are encouraged to reproduce material from ICAl reports, as long as they are not being sold commercially, under the
terms of the Open Government Licence. ICAl requests due acknowledgement and a copy of the publication. For online use,
we ask readers to link to the original resource on the ICAl website.

Any enquiries regarding this publication should be sent to us at enquiries@icai.independent.qov.uk.

,@ICAI UK www.icai.independent.qov.uk



mailto:enquiries@icai.independent.gov.uk
https://twitter.com/icai_uk/
https://icai.independent.gov.uk/

Table of contents

1o INETOAUCTION tetietteite ettt ettt st et b e s bt e b bt e b e e bt e b e e s b e s b e e st e sbeenbe s bt enbeeb e e beeseenbeenbesbeensesneenees 1
2. OVEIVIEW OF IDA ..ottt b e bbb bbb b e b e b e b e b b e b e ebeebeebeebeebeebe b ebeebe b b enes 3
3. Effectiveness of IDA in delivering development IMPACES ......c.oooviiiiiieeicee et 7
4. Effectiveness of IDA N selected fOCUS tREMES .....coviviiiiiiiiiiee e 14
5. Evolution of IDA’S fiNaNCING MOAE .......coviiiiiiieeeee ettt et ans 25
Bibliography




1. Introduction

Overview

The International Development Association (IDA) is part of the World Bank Group and provides one of the most
important multilateral channels for development assistance for the world’s poorest countries. IDA’s funds are
replenished every three years from various sources, including bilateral donors, following high-level negotiations
on the volume and terms of the replenishment. The 19th round of IDA’s replenishment (IDA19) was intended to
cover the period from July 2020 to June 2023. However, a decision to fast-track IDA19 spending in order to
respond to the COVID-19 pandemic meant that there would be a shortfall in the financing for the final year of
IDA19. IDA shareholders therefore agreed to bring forward the IDA20 replenishment by a year. This process was
completed in December 2021 and resulted in a $93 billion funding package being agreed for the period from July
2022 to June 2025.

The UK was the largest bilateral donor to IDA during IDAT5, IDA17, IDA18 and IDA19. It committed £2.52 billion for
IDA18 (2017-20) and £3.06 billion for IDA19 (originally 2020-23), representing 13%* and 12%° of total donor funding
respectively. For IDA20, however, the UK has reduced its funding commitment by 54% (to £1.41 billion) compared
to that for IDA19, which means that it will be the third-largest donor to IDA during this funding round.*
Nevertheless, the UK remains a major donor to IDA, which gives it an important voice in setting the priorities for
each replenishment round. It seeks to ensure that IDA’s operations are aligned with UK development priorities,
that it makes the most effective use of its resources and that the World Bank continues to build its own capacity as
a development agency.®

The UK government is a strong supporter of the multilateral aid system, which it sees as an important channel for
both international development finance and humanitarian aid. Just over a third of UK aid is provided as core
funding to multilateral development organisations,® and IDA was the second-largest channel of this multilateral
assistance, with 18.6% of the total.” UK government reviews highlight that the World Bank demonstrates a strong
strategic fit with UK aid objectives.?

The Independent Commission for Aid Impact (ICAl) review assesses the value for money of the UK’s contribution
to IDA and how well the UK has used its status as the largest bilateral donor to encourage continuous
improvement in the World Bank’s performance. The review was carried out in parallel to the UK’s preparation for
the IDA20 replenishment process and was intended to encourage the Foreign, Commonwealth and Development
Office (FCDO) to clearly articulate its objectives, strategies and approach to IDA.

Purpose of the literature review
This literature review explores findings from the literature relating to the following questions:
1. How well has IDA delivered its intended results (outputs and outcomes) through its operations?

2. How well are IDA objectives on the selected focus themes of fragility and conflict, climate change and
COVID-19 response delivered in practice?

3. How well are IDA objectives on equity, inclusion and safequarding delivered in practice?

4. How well are the needs and voices of governments and poor people in partner countries reflected in IDA
programmes?

Additions to IDA resources: twentieth replenishment, World Bank, 2022, p. xii, link

Additions to IDA resources: eighteenth replenishment, World Bank, 2017, p. 143, link.

Additions to IDA resources: nineteenth replenishment, World Bank, 2020, p. 165, link.

Additions to IDA resources: twentieth replenishment, World Bank, 2022, p. 197, link.

IDAT8 business case, Department for International Development, undated, link.

Statistics on international development: final UK aid spend 2020, Foreign, Commonwealth and Development Office, p. 4, link.
Statistics on international development: final UK aid spend 2020, Foreign, Commonwealth and Development Office, p. 46, link.

Raising the standard: the Multilateral Development Review 2016, Department for International Development, December 2016, link.
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5. How well has IDA mobilised other sources of development finance, including from within the World Bank
Group?

The literature review explores the evolving policy, functioning and effectiveness of IDA and debates about its
model, strategic focus and development role. It covers World Bank and Independent Evaluation Group (IEG)
publications, and academic and grey literature published by a range of organisations, including from the Global
South. It addresses key themes including: IDA’s effectiveness in delivering development impacts, including in
relation where possible to other multilaterals (through, for example, existing comparative analyses by the Quality
of Official Development Assistance Index and the Multilateral Organisation Performance Assessment Network);
the background, nature and impact of IDA’s work in relation to fragility and conflict, climate change
adaptation/resilience, responses to COVID-19, equity and inclusion, and environmental and social safequards; the
evolution and impacts of IDA’s hybrid financing model; and the extent to which IDA programming reflects the
needs and voices of governments and poor people in partner countries. The review primarily focuses on the
overall evolution and effectiveness of IDA. The extent to which the UK contributes to and influences IDA’s work is
covered in other components of the wider ICAl review and is therefore not discussed in the literature review.

Approach to evidence

The literature review has consulted 162 published documents, covering English-language corporate documents,
policies, reports and evaluations produced by the World Bank Group, the IEG, other multilaterals and donor
governments, as well as analyses and research studies undertaken by civil society and academic researchers, the
majority since 2015. Relevant literature from the academic fields of economics and political economy has also
been consulted. The methodology involved searches on the websites of international organisations and research
institutes as well as social science databases and Google Scholar to identify further relevant literature. Search
terms were derived from the core research questions and inclusion criteria were based on the extent to which
publications provided useful and credible information against these.

The main limitation of the review is that independent analyses of the nature, effectiveness and impact of IDA’s
work rely heavily on the results reported by its internal Results Measurement System (RMS). Much of the primary
evidence regarding IDA’s effectiveness is restricted to the indicators included in the RMS, which are mostly
quantitative and provide only a partial view of the breadth and depth of IDA’s development impact. Civil society
and academic researchers have access to corporate documents, policies, reports and evaluations produced by
the World Bank through the Bank’s Open Data repository, but lack the necessary access to undertake primary
research into the effectiveness of IDA’s work. Most independent sources consulted for the literature review
analyse and interpret evidence generated by the RMS, including those which compare IDA’s effectiveness to
other international financial institutions (IFls) and multilateral development banks (MDBs). Independent analysis
on IDA, as opposed to aid more broadly, is also disproportionately generated from the Global North and is
published by a narrow group of research institutions based either in Washington, DC (Centre for Global
Development, Brookings Institution), London (Overseas Development Institute) or Paris (Organisation for
Economic Cooperation and Development). As such, most of the evidence covered in this review is drawn either
from these organisations or from the World Bank Independent Evaluation Group. While we consider this a
limitation, many of the IEG evaluation reports referenced in this review use results frameworks other than the
RMS and draw on wider sources of complementary evidence (for example, academic articles) when making
assessments of IDA’s effectiveness.

Report structure

In Section 2, we provide an overview of IDA and briefly explain its history, mandate, geographic focus, financial
model, and deployment model. We also highlight how IDA differs from other IFls and MDBs as well as, more
broadly, how multilateral aid differs from bilateral aid. In Section 3, we outline the evidence regarding the overall
effectiveness of IDA in delivering development impacts and explore key debates about its strategic focus and
development role. In Section 4, we explain the background and nature of IDA’s work in key focus themes relevant
to our review questions (fragility and conflict, climate change, COVID-19, equity and inclusion, and environmental
and social safeguards) and outline the evidence regarding the relative effectiveness and impact of IDA within each




of these themes. In Section 5, we explain how IDA’s financial model has evolved during the review period and
explore key debates about the impacts of leveraging capital market issuances and private investment.

2. Overview of IDA

Multilateral aid landscape

Aid flows between two governments or between two other official national sources are classed as bilateral aid,
whereas aid flows from governments to international or ‘multilateral’ agencies are classed as multilateral aid
(OECD, 2019). Multilateral organisations are diverse in their mandates, but collectively offer certain advantages to
donors as a channel for aid, including their ability to concentrate resources and expertise, promote global goods,
and address development challenges at a global scale (Greenhill & Rabinowitz, 2016). It has also been suggested
that they provide a greater degree of political neutrality and insulation from donor economic interests than
bilateral development organisations do (Gulrajani, 2016).

Athird of global aid from Organisation for Economic Cooperation and Development (OECD) governments goes
towards core funding to multilateral development organisations (OECD, 2020), but bilateral official development
assistance (ODA) is also often channelled through multilaterals if allocated to specific earmarked purposes agreed
with the bilateral donor. 15% of all multilateral contributions from OECD countries in 2018 were earmarked, rather
than core, contributions (Bosch et al., 2020). This so-called ‘multi-bi’ funding is classified as bilateral ODA and is
typically achieved through a variety of trust funds and similar instruments. Through such instruments the UK
provided earmarked contributions to the World Bank in 2018 that eclipsed its core contributions to IDA by
approximately a third (Barder et al., 2019).

Multilateral agencies comprise different types of organisations. Global funds and specialised agencies (for
example, the United Nations Children’s Fund and the Global Fund to Fight Aids, Tuberculosis and Malaria)
typically provide grants (non-repayable, interest-free) for developing countries to combat specific issues.
Multilateral development banks (MDBs) and other international financial institutions (IFls) (for example, the
International Monetary Fund) provide loans and grants for a broader range of development programmes, which
are provided on either commercial (ie ‘market-based”) or non-commercial (ie ‘concessional’) terms.

Individual IFls differ in their geographic scope (that is, the countries and regions they provide financing to) and
mandate (primarily, the extent to which they seek to generate a financial return on their investments and can
operate without sovereign guarantees). Most IFls have two major funds, often referred to as windows or facilities.
One lending window is used to provide financing on market-based terms, typically in the form of loans but also
through equity investments and loan guarantees. The other is used to provide financing on concessional terms,
typically to middle-income and low-income governments and, in some cases, private sector firms.

The World Bank is the oldest and largest of the IFls. Its creation at Bretton Woods in 1944 responded to an
identified market failure in long-term capital flows into poor and war-torn countries (Birdsall & Morris, 2016).
Today, the World Bank Group includes three IFls that make loans and grants available to different classifications of
developing countries and non-state actors, targeting differing degrees of financial return.” The International Bank
for Reconstruction and Development (IBRD) provides non-concessional financing to middle-income country
governments and some creditworthy low-income country governments. The International Finance Corporation
(IFC) provides non-concessional financing to private sector firms, mostly in middle- and low-income countries.
The International Development Association (IDA) provides concessional financing to governments in the world’s
poorest and least creditworthy countries. In the following section, we briefly explain the history of IDA, its
mandate and geographic focus, as well as the way in which it raises financial resources (financing model) and
deploys them with the aim of achieving development impact (deployment model).

9 The Multilateral Investment Cuarantee Agency and the International Centre for Settlement of Investment Disputes are not IFls but also form part of the World
Bank Group.




History, mandate and geographic focus

IDA was created by the members of the World Bank in 1960 as a tool to focus its efforts more explicitly on the
economic development of the world’s poorest countries.™

“The purposes of the Association are to promote economic development, increase productivity and thus
raise standards of living in the less-developed areas of the world included within the Association's
membership, in particular by providing finance to meet their important developmental requirements on
terms which are more flexible and bear less heavily on the balance of payments than those of
conventional loans, thereby furthering the developmental objectives of the International Bank for
Reconstruction and Development (hereinafter called "the Bank") and supplementing its activities.” (IDA
Articles of Agreement, Article I, 1960)

Since 1960, IDA has grown to become the most important multilateral channel of concessional (low-cost)
development finance for poor and fragile countries across the globe. It will provide finance of $93 billion in the
three-year cycle beginning in 2022 (World Bank, 2022). No other single provider has committed to this level of
concessional finance (roughly $31 billion per year) for IDA’s target group of poor and conflict-afflicted countries.

Some other significant providers of development finance, such as the African Development Bank, also focus on
promoting economic development within countries with the highest level of need within their region, while
others, like the European Investment Bank, make total amounts of finance available in a similar way to IDA.
However, no single provider can match IDA for both the overall size of its finance package and the
concessionality of the finance it provides.

IDA’s mandate specifically focuses on countries with the highest levels of need, which are often the hardest to
reach. Eligibility for IDA support is determined firstly by relative poverty, defined as GNI per capita below an
established threshold which is updated annually ($1,205 in FY2022). Eligibility is also defined by creditworthiness.
IDA supports some countries above the income threshold which are deemed to lack the creditworthiness to
access capital for development from other sources." Countries which meet both thresholds are referred to as
‘blend’ countries. There are currently 74 IDA-eligible countries, 15 of which receive a blend of funding from both
IDA and IBRD. Over its history, 46 countries have graduated from IDA funding — including 12 since 2010 and five
since 2015 - although nine returned to eligibility due to economic or other shocks. The US Congressional
Research Service (2020) reports that the top five recipients of loans and grants from IDA in FY2019 were Ethiopia
($1.3 billion), Pakistan ($1.2 billion), Mozambique ($1.2 billion), Cote D’Ivoire ($950 million) and the Democratic
Republic of Congo (DRC, $760 million) (US Congressional Research Service, 2020). While there are other global
IFIs, these mainly focus on middle-income and low-income countries which are deemed more creditworthy than
IDA-eligible countries (for example, IBRD).

Financing model

Most IFIs mainly provide financing on non-concessional terms and these investments generate a financial return
through loan interest charges, as well as economic and social benefits to varying degrees. They typically raise
most of their financial resources from international capital markets (Humphrey, 2014). However, many IFls also
have concessional windows which usually do not leverage capital market borrowing and need to be regularly
replenished by donors or shareholders, in addition to repayments of past loans on soft credit terms (Humphrey,
2014). IDA’s concessional loans and grants to the world’s poorest and least creditworthy countries, like similar
terms offered on a smaller scale by some sister institutions like the African Development Fund, are less able to
generate a financial return compared with harder, market-related windows.” It has therefore historically raised
most of its additional resources through donor government contributions on a cash in, cash out basis,
replenishing its funds every three years.

1 As measured by GNI per capita below IDA’s operational threshold ($1,185 for FY2021).

n Countries above the income threshold for over two years but not yet deemed creditworthy enough to manage the increases in lending costs associated with
IBRD-only status are classified as ‘gap’ countries. A positive creditworthy assessment leads to reclassification as ‘blend’.

" Recent graduates have included China (1999), Indonesia (2008), India (2014), Bolivia, Sri Lanka and Vietnam (all 2017) and Moldova and Mongolia (both 2020).

B Until recently, the Asian Development Bank implemented a separate concessional window similar to IDA and the African Development Fund (the Asian
Development Fund), but took the decision to merge this window with its standard lending facility into a single balance sheet in April 2015.




The four most recent replenishment rounds are IDA17, IDA18, IDA19 and IDA20. IDA17, or the 17th replenishment
of IDA, made financing available from July 2014 to June 2017. IDA18 made financing available over the subsequent
three years (from July 2017 to June 2020). IDAT9 was intended to make financing available between July 2020 and
June 2023, but its commitment authority will be exhausted by mid-2022, due to the provision of additional
financing to support the COVID-19 response in poor countries in 2020 and 2021. IDA20 was therefore negotiated
and agreed during 2021, and will provide fresh finance between July 2022 and June 2025.

In 2017, IDA introduced a new hybrid financial model by issuing bonds on capital markets against its own equity (ie
loan receivables) for the first time. IDA now raises its resources through a combination of donor contributions,
debt repayments, internal transfers from other parts of the World Bank Group and borrowing. More than 70% of
the 19th replenishment of IDA was funded from resources other than donor contributions, compared to 65%
under IDA18 and between 40 and 50% under the six previous replenishments (World Bank, 2020a). This has
enabled it to remain the largest multilateral source of concessional finance for poor countries while reducing the
share of donor contributions (Landers, 2021). In recent years, however, other sources of development finance
pursuing their own agendas in IDA countries (for example, China) have become more prominent. As a result of
this and the increased willingness of IDA countries to borrow on international capital markets, the share of IDA
financing as a proportion of overall financial flows into IDA countries has declined over the last decade.

IFIs” lending capabilities are constrained by their level of equity (that is, the amount of available funds they have to
pay off bondholders in the event that borrowers are unable to repay their loans). Different proportions for this
so-called ‘leveraging’ (or ‘gearing’) are invoked by market analysts and rating agencies, and for related reasons IFI
managements and boards, to assess what prudent levels of borrowing and lending they should undertake. IDA’s
donor contributions, transfers, outstanding loan repayments and accumulated reserves, along with its terms
offered to borrowing countries, therefore jointly determine how much it can afford to lend, but the model it uses
to calculate this is internal and complex. Some argue that other IFIs could safely leverage their equity more to
increase the amount of financing available for development. Humphrey (2020) finds that, for every $10 in
outstanding loans, IFls generally hold up to four times more in equity (between $2 and $6) than most commercial
banks ($1.50). Nevertheless, ‘soft’ (that is, largely concessional) funds such as IDA are not considered to be in a
position to leverage equity to the degree of other financial institutions that lend on more commercial terms
partly, because the former also require subsidies to bridge gaps between their market-related borrowing costs
and softer lending terms.

Deployment model

IDA has traditionally made finance available to eligible countries through a combination of programmatic support
to national budgets (also referred to as Development Policy Financing (DPF) or budget support, now enhanced by
some ‘results-based’ or ‘payment for results’ (P4R) disbursement arrangements) and development project loans
or grants (also referred to as operations). Under IDA17, 78% of total IDA disbursements were allocated to
operations, 12% to DPF and 10% to P4R (Miller et al., 2021). Under IDA18, the share of operational disbursements
declined to 68% as DPF and P4R were scaled up to 18% and 14% of total disbursements respectively. This split
remained the same in FY2021, the first year of IDAT9.

IDA’s lending terms are concessional; they often include no or low interest charges and offer long maturity and
grace periods to make IDA financing more affordable for countries facing development challenges and public
finance shortages. The majority of IDA’s concessional funding is allocated to countries on the basis of
Performance-Based Allocations (PBAs). PBAs are calculated according to the quality of countries’ policies and
institutions — based on the results of the World Bank’s Country Policy and Institutional Assessments — as well as
their population and level of income.

IDA also softens its financing terms to countries facing high levels of debt distress. The Debt Sustainability
Framework (DSF) is the main tool used by the World Bank, the International Monetary Fund and other IFls to
assess countries’ debt-carrying capacities, and IDA translates DSF assessments into ‘traffic lights” which determine
financing terms available to each country. First introduced in 2005, the most recently revised DSF for low-income
countries became operational in 2018.




Against the backdrop of the ‘bilateralisation of multilateral aid’ in recent years (that is, the increasing proportion
of bilateral aid channelled through multilaterals for earmarked purposes agreed with the bilateral donor) (Tortora
& Steensen, 2014), IDA is also one of the largest and most important sources of unearmarked multilateral finance
for recipient governments. This is because IDA’s donors are unable to earmark contributions for specific
purposes. For the most part, donor contributions to IDA are pooled together and allocated to countries
according to their income levels and a performance-based incentive system designed to promote effective
management of aid inflows and policy reforms. This allows recipient governments the flexibility to direct IDA
financing to areas they consider to be in greatest need.

Under pressure from donors including the UK, recent replenishments have seen the proportion of finance
allocated under the traditional allocation framework reduced in favour of ‘windows’. These windows set aside
additional financing to support countries facing challenges that require additional resources more quickly, or for
more specialised purposes, than possible under the regular allocation framework. Around 27% of funding during
IDA18 was allocated to countries through special funding windows. These windows are the mechanisms through
which IDA earmarks financing for specific purposes, although donors are not able to earmark contributions for
specific windows. The Regional Window was established under IDA13 to finance regional integration objectives.
The Crisis Response Window was set up under IDA15 to finance recovery from natural disasters, public health
emergencies and economic shocks. The Refugee Sub-Window was introduced under IDA18 to support countries
hosting large numbers of refugees. Around 27% of total funding during IDA18 was allocated to countries through
special funding windows, envelopes or set-asides with their own allocation rules (World Bank, 2021qg).

In 2017, IDA introduced the Private Sector Window (PSW) to mobilise private sector investments in IDA countries.
The PSW is IDA’s first blended finance instrument that aims to mobilise private sector investments in underserved
sectors and markets by reducing their financial risk. For example, it provides guarantees for the types of large-
scale private development projects that other traditionally more private sector-focused arms of the World Bank
invest in. Section 5.2 of this review discusses the PSW model in more detail, but the overarching rationale is that
deploying limited amounts of concessional financing improves the risk-reward profile of development projects in
poor countries. This enables the World Bank to increase the levels of private sector investments in countries
which would otherwise be seen as too risky for private sector investors under strictly commercial terms. IDA
allocated $2.5 billion for the PSW under IDA18, which the World Bank estimates has allowed IDA to leverage other
World Bank Group investments by a ratio of approximately 1-to-6 in challenging markets (World Bank, 2020a).
However, leveraging private investments into IDA countries is a more contentious ambition and has proved
challenging in practice. Critics dispute the deployment of scarce, concessional donor resources to support profit-
seeking private firms at the expense of the poorest and most vulnerable (Kenny, 2021), although supporters arque
that private investment generates positive economic and social benefits that warrant the use of concessional
funds to offset the costs of pioneering investments in poor and fragile country settings (Sacchetto et al., 2021).

In addition to levels of need and creditworthiness, there are broader policy conditions which recipient
governments must adhere to in order to access IDA financing, which largely stem from the World Bank’s global
strategy and, by extension, the priorities of its donors. In order to access IDA financing, recipient countries often
need to enact structural reforms historically associated with ‘Western” economic theories of effective economic
management, historically referred to as the ‘Washington Consensus’ (Birdsall et al., 1993). The term Washington
Consensus was coined by the economist John Williamson in 1989 and refers to a set of ten market-oriented,
small-state policies (for example, deregulation, liberalisation, austerity and privatisation) for improving economic
performance (Archibong et al., 2021). These policies were initially prescribed to Latin American countries by the
Washington-based IFls (that is, the World Bank and the International Monetary Fund) and later to African
countries through ‘Structural Adjustment Programmes’, often as conditions for financing, including from IDA
(Archibong et al., 2021). The legacy of conditions in these countries remains fiercely contested; many believe the
economic reforms they were used to promote have turned out to be harmful (Easterly, 2000), and the World
Bank claims to have adapted its allocation systems over time in response to early literature findings that
Washington Consensus policies failed to improve economic conditions in recipient countries (Cormier & Manger,
2020). However, many popular observers claim that the World Bank has never truly abandoned the Washington
Consensus, constraining national sovereignty (Elliott, 2016; Guven, 2018).




3. Effectiveness of IDA in delivering development impacts

In this section, we first outline the key bodies of evidence we will use to assess the effectiveness of IDA and discuss
their approaches to measuring effectiveness. We then summarise the evidence regarding IDA’s effectiveness
under the following headings: development impact, operational effectiveness, organisational effectiveness, scale
and breadth, knowledge shaping, allocation of resources, conditionality, bureaucracy and speed of
implementation, innovation, and evaluation and learning. We discuss the effectiveness of IDA in the five focus
themes relevant to our review questions in Section 4.

3.1 Measuring aid effectiveness

Development impacts

The most common approach in the academic literature to measure aid effectiveness is to study the
macroeconomic impacts of aid in countries which receive it in large quantities (Qian, 2015). Numerous studies
have looked at the macroeconomic impact of aid within as well as across countries, but depending on the context
of the study and the measures and empirical strategies deployed, results can vary widely from finding that aid can
be impactful (that is, it lifts people out of poverty) to being harmful (that is, it keeps people in poverty). The
author of The white man’s burden and the elusive quest for growth, William Easterly, is one the leading sceptics
about foreign aid and claimed in 2006 that “[in the past forty years] $568 billion [has been] spent on aid to Africa,
and yet the typical African country is no richer today than 40 years ago” (Easterly, 2006).

The lack of consensus in the academic literature is likely due to the tendency for some studies to look at the
relationship between aid and aggregate economic growth (Dollar & Burnside, 2000; Easterly, 2003; Galiani et al.,
2014), while others look at the relationship between aid and other indicators of development. The impact of aid
on aggregate economic growth has been widely studied; it is common to divide this indicator by a country’s
population to assess how developed an economy is and track this alongside total and, in some cases, particular
kinds of aid flows to countries. However, the limitations of aggregate growth (for example, its failure to reflect
how most people actually live or who benefits) are also widely acknowledged. Many studies of aid effectiveness
therefore look at the effects of aid on other indicators of development or underdevelopment, such as conflict
(Nunn & Qian, 2014b; Crost et al., 2014), corruption (Svensson, 2000) and democracy (Djankov et al., 2008). A
related body of literature looks at the relationship between aid and recipient government spending, tax revenue
and borrowing. Evidence from these studies suggests that aid results in higher public expenditure, but also in tax
revenue decreases and increases in public sector debt (McGillivray & Morrissey, 2001). Overall, there is a broad
but not universal consensus that the right types of aid in the right conditions work well to promote growth and
social development, and vice versa.

IDA’s Results Measurement System (RMS) reports on IDA’s achievement of intended results at three levels, or
‘tiers” (World Bank, 2020¢). Tier 1 measures changes in high-level development indicators (such as poverty,
human development, GDP per person employed) in IDA countries. The World Bank does not claim that changes in
tier 1indicators are attributable to its activities, given the many other causal factors in play, including regime
changes (Mavrotas & Quttara, 2003; Mavrotas, 2002; Islam, 2005), fluctuations in the prices of natural resources
(Harford & Klein, 2005) and global pandemics (Bottan et al., 2020). For example, the World Bank’s 2015 Sierra
Leone — completion and learning review states that GDP contracted by 21% in 2015, which the Bank’s Independent
Evaluation Group (IEG) attributed to an Ebola outbreak and a fall in iron ore prices (IEG, 2020e). As noted by the
RMS: “while it is relatively easy to identify an activity’s outputs, because they follow relatively immediately from
the activity, [tier 1] outcomes are farther away on the results chain and also dependent on other factors not under
the project’s control” (World Bank, 2020c, p. 16).

Due in part to the challenges of attribution (that is, establishing a convincing link between aid and changes in
high-level development indicators), economists such as Abhijit Banerjee and Esther Duflo advocate a more
detailed approach to studying aid effectiveness. Their influential book, Poor economics: a radical rethinking of
the way to fight global poverty, calls for the use of experimental methods such as randomised controlled trials to
study the effects of aid on specific outcomes within recipient communities (Banerjee & Duflo, 2012). While




rigorous experimental and quasi-experimental evaluations of aid projects have proliferated in recent years," not
enough IDA projects are subject to rigorous evaluation to confidently attribute changes in development
indicators to IDA support. This is often because there are ethical or feasibility constraints to the allocation of aid
to recipients at random and it is often costly to deliver quasi-experimental alternatives. Across the multilateral aid
landscape, relatively few ‘programmatic’ interventions are readily assessed by impact evaluations. Moreover,
while high-level indicators may improve, disaggregated outcomes (that is, for particular groups) may stay the
same or worsen (Coyle, 2014; Fioramonti, 2014; Stiglitz et al., 2010; Fleurbaey & Blanchet, 2013; Kharas, 2011).
Niger’s 2018 Completion and learning review finds that, while poverty rates in Niger declined from 54% to 44%
during the World Bank’s 2005-14 country strategy, poverty only declined in the capital city and other urban
centres, remaining unchanged in rural areas (IEG, 2018d).

Development outcomes targeted by IDA

Tier 2 of the World Bank RMS measures changes in a range of development outcomes targeted by IDA-supported
projects. Most tier 2 indicators are reach indicators (for example, the number of students reached by IDA-
supported education operations or the number of people provided with a new or improved electricity service).
Since the links between the different forms of IDA support and these types of tier 2 development outcomes are
more plausible than the higher-level development impacts reported at tier 1, it is more often possible for
researchers studying IDA’s effectiveness to attribute changes in tier 2 of the RMS to IDA’s activities.

However, it is difficult to determine whether changes reported by the RMS at tier 2 represent a good rate of
return on IDA investment. Even if projects hit their tier 2 targets, it is difficult to establish their development
effectiveness without a basis for knowing whether the targets were sufficiently ambitious in relation to outcomes.
Moreover, the RMS captures quantifiable and aggregable results only if they are common across many projects,
which leaves out quantifiable support that is unique to one or very few projects (such as the IDA-supported
resilience programme following the 2015 Nepal earthquake). Although tier 2 results are reported for individual
projects, it would be a significant undertaking to reconcile individual project-level results reported across the
extensive array of themes and country contexts that IDA operates in. IDA’s important work in advocacy, analytics
and policy dialogue is also left out of tier 2 because it is difficult to quantify the outcomes of these activities in a
meaningful way.

Organisational and operational performance reviews

IDA’s RMS also tracks changes in indicators of organisational performance (tier 3), grouped into five categories:
development outcomes and effectiveness, performance and quality, operational efficiency and responsiveness,
financial sustainability and budget efficiency, and implementation of special themes. Under the development
outcomes and effectiveness category, the RMS tracks IEG’s quality ratings for the outcomes of IDA country
programmes and supported projects (operations) and collects data on perceptions of IDA’s effectiveness and
impact on results from clients and beneficiaries through an annual survey. One way to measure IDA’s
effectiveness is therefore to compare actual changes in tier 3 organisational performance indicators versus
targets.

Multilateral performance reviews have been undertaken by some individual donors from the OECD’s
Development Assistance Committee since 2010. They assess IDA’s effectiveness by reviewing RMS results
reported across all tiers in conjunction with other qualitative evidence of organisational performance. The
assessment methodology for the 2016 Multilateral aid review conducted by the UK’s Department for International
Development (DFID) consisted of 16 criteria/assessment questions grouped into six components, three of which
look at alignment with UK objectives and three at organisational strengths (DFID, 2016).

The Multilateral Organisation Performance Assessment Network (MOPAN) is a collective initiative of 19 donors
whose secretariat is hosted by the OECD. It has been undertaking periodic assessments of multilateral aid
providers since 2003. Its current methodology groups indicators into five dimensions of organisational

14 The Development Impact Evaluation programme and Strategic Impact Evaluation Fund are key sources of funding for impact evaluations of World Bank projects.
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effectiveness: strategic management, operational management, relationship management, performance
management and results (MOPAN, 2016).

UK multilateral aid reviews and MOPAN assessments look at the World Bank Group as a whole.” Another
comparative review, the Quality of Official Development Assistance (QuODA), specifically looks at IDA (CGD,
2021). QUODA was developed by the Centre for Global Development (CGD) and the Brookings Institution and
consists of a series of indicators grouped into four dimensions: prioritisation, ownership, transparency and
untying, and evaluation (CGD, 2021). The QuODA methodology is based on common principles for aid
effectiveness agreed as part of landmark agreements such as the Paris Declaration on Aid Effectiveness (2005),
the Accra Agenda for Action (2008) and the Busan Partnership Agreement (2011). The Busan Partnership, for
example, stipulates that for aid to be effective: recipient countries should ‘own” aspects of the development
process; results should form the basis of resource allocation; all stakeholders should participate in and share
responsibility for aid delivery; and giving should be transparent (OECD, 2011). Since the World Bank’s RMS and the
results measurement systems of other international financial institutions (IFls) and bilateral donors typically align
with these sets of principles, QUODA is able to draw comparisons and rank the organisational performance of
both IFls and bilateral donors.

Despite the precision of QUODA’s methodology, it is inherently difficult to score and compare the organisational
effectiveness of organisations with different mandates, geographic focus areas, financing and deployment
models (MOPAN, 2020). For example, what is considered effective for an agency focused on providing support to
refugees and displaced people in fragile countries may not be as effective for an organisation focused on
leveraging private sector investments into middle-income countries. Two key changes in the population of IDA-
eligible countries are believed to influence IDA’s relative effectiveness in delivering development impacts versus
other providers. First, the number of IDA-eligible countries has decreased due to the ‘graduation’ of borrowing
countries (for example, India in FY2014 and Vietnam FY2017) whose income per capita and creditworthiness have
come to exceed the specified thresholds. At the same time, IDA resources have grown and therefore
commitments per borrowing country have risen relatively sharply. Second, a higher proportion of the countries
that remain eligible for IDA support are located in Africa and are classed as affected by fragility and conflict. The
share of IDA disbursements directed to countries in Africa increased from 53% in 2015 to 64% in 2019 (World Bank,
2021c).

Comparative performance reviews also rely heavily on the internal approaches of the organisations they study.
They do not review individual IDA-supported development projects and country programmes, but instead assess
the overall performance of IDA based on the aggregation of results from individual projects and corporate
performance data. The MOPAN (2016, p. 29) review points out that “the Bank’s approach to results and
performance management does not allow for a detailed assessment of development effectiveness in terms of
relevance, efficiency and sustainability... [and] the MOPAN framework depends on aggregate reporting, which
means that a great deal of faith must be placed in the systems and processes that underpin IEG’s approach to
results and performance reporting”. Organisational performance reviews are therefore useful for highlighting
IDA’s relative strengths and weaknesses (because they measure attributes that tend to be associated with higher
development impact) but, despite recent methodological developments, they do not yet provide rigorous
evidence of development impact.

Independent analysis

IEG evaluations examine the work of the World Bank Group, often by reviewing the World Bank’s support to a
particular development objective (Thematic Evaluations) or country (Country Programme Evaluations).
Evaluation approaches vary, but include assessing outcomes against initial targets and expectations, or in some
cases assessing what might have happened in the absence of World Bank or IDA support. This body of evidence is
useful for generating qualitative insights around what works well and less well in particular contexts, and why.
Independent research conducted by academics and civil society groups studying IDA’s effectiveness typically
analyses, and draws conclusions from, the existing quantitative evidence of effectiveness reported publicly via

B Forthcoming MOPAN assessments for publication in 2021 and 2022 will cover IDA/IBRD and IFC separately.




IDA’s RMS and qualitative evidence of organisational and operational performance, primarily from IEG evaluations
and completion and learning reviews sampled and audited by IEG. Primary research conducted on IDA’s
effectiveness from sources outside the World Bank is mostly limited to IEG evaluations, meaning that it is difficult
to comprehensively assess the effectiveness of IDA through independent sources. The World Bank and, by
extension, IDA are heavily scrutinised by academics, activists and civil society groups. However, due to the lack of
access to primary data, criticisms are often based more on secondary analysis, logic and opinion, than on rigorous
primary evidence.

3.2 Evidence of IDA’s effectiveness

Development impact

The RMS finds evidence of IDA18 and IDA19 (before June 2021) achieving intended results at the development
impact (tier 1) and development project outcome (tier 2) levels. The IDAI8 final implementation and results report
shows that the majority of expected tier Timpacts were achieved (for example, an average annual GDP growth
rate per capita in IDA countries of greater than 1%), as well as expected tier 2, IDA-related outcomes (for example,
5 million farmers adopting improved agricultural technology) (World Bank, 2020c). The most recent IDAT9 results
update report notes that tier 1 outcomes are expected to be negatively impacted by the COVID-19 crisis, but
progress was still achieved in most key development indicators under tier 2 (World Bank, 2021c). However, while
these may be indicative of effectiveness, we cannot confidently attribute aggregate changes in tier 1and even tier
2 RMS-reported indicators solely to IDA. Therefore, evidence regarding IDA’s macroeconomic impact and
development outcomes is necessarily inconclusive, even where highly plausible.

Operational effectiveness

There is some, though weak, evidence of IDA achieving intended results at the operational effectiveness level
(tier 3). Under the tier 3 development outcomes and effectiveness category, the RMS tracks the percentage of
IDA country programmes and supported projects (operations) which receive IEG outcome ratings of ‘satisfactory’
or above (‘moderately satisfactory’ and ‘highly satisfactory’).

IDA project outcome ratings trended upwards during the review period, with the steepest year-on-year increase
occurring in FY2020, despite the COVID-19 pandemic. According to IEG’s Results and performance of the World
Bank Group 2021 report (IEG, 2021b), around three-quarters (76%) of projects closed in FY2016 were rated by IEG
as ‘satisfactory’ (41%) or ‘moderately satisfactory’ and above (35%), whereas a higher proportion (84%) of projects
closed in FY2021 achieved ‘satisfactory’ (30%) or ‘moderately satisfactory’ or above ratings (54%). IEG also finds
that “[R]atings increased for projects in all Practice Groups...improved in the most challenging places to operate,
rising for projects in fragile and conflict-affected situations and increasing in IDA countries...increased notably for
the World Bank’s largest projects — those valued at over $100 million.” (IEG, 2021b, p. x)

Under IDA19, a slightly higher share of commitments achieved at least satisfactory outcomes ratings compared to
the share of projects, suggesting that larger projects tend to perform above average (the World Bank, 2021c).

Aggregate performance ratings for Country Partnership Frameworks (CPFs) are reported separately to
operations. CPF ratings are consistently lower than project ratings, with the mid-term review of IDA19 reporting
that, despite an improving trend, only around half (52%) of CPFs were rated by IEG as ‘satisfactory’ or better at exit
(World Bank, 2021c).

However, IEG’s Results and performance of the World Bank Group 2021 report notes that outcome ratings are an
imperfect indicator of whether or not intended outcomes are achieved. In reaching outcome assessments, IEG
looks primarily at the results reported by projects against their own indicator frameworks, which vary
substantially in terms of rigour. Although some projects apply more direct and robust measurement approaches,
many select low-quality, output-based indicators or rely on weak, indirect or anecdotal evidence of results. The
report identifies that despite higher project outcome ratings, only four' out of 16 possible outcome areas

16 Expanded access to services, increased human capital, improved enterprise and sector performance, and enhanced equity and inclusion.
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achieved higher ratings in FY2020. It considered these to be the cutcome areas for which the World Bank had
simply become better at measuring. A robust increase in monitoring and evaluation quality was found to have the
strongest positive correlation with the recent increase in project-level outcome ratings (IEG, 2021b).

Organisational effectiveness

There is strong evidence of IDA’s relative overall effectiveness in terms of organisational performance indicators.
In 2016, the DFID multilateral review rated the World Bank as ‘very good’ in terms of both organisational strengths
and alignment with UK objectives (DFID, 2016). Also in 2016, the MOPAN assessment of the World Bank rated its
performance in all five dimensions as either ‘highly satisfactory’ or ‘satisfactory’ (DFID, 2016). Moreover, IDA
specifically ranks third overall in the most recent edition of QUODA, and achieved strong scores across all four
dimensions of aid effectiveness. This consistent performance across all four dimensions is notable considering
that some QuODA indicators are juxtaposed (CGD, 2021). A long-standing challenge for comparative
performance reviews is the tension between needs and absorption capacity. Wood (2018) questions the 2018
Commitment for Development Index’s ranking of New Zealand as the world’s most effective donor, arguing that a
higher share spent by development financial institutions in poorer countries is likely to increase prioritisation
scores, whereas a higher share spent in well-governed, typically richer countries where local authorities could
absorb it more easily is likely to increase ownership scores (Wood, 2018). This indicates that IDA’s strategies and
operations are balanced well to achieve potentially conflicting development objectives.

Reach and depth of expertise

There is substantial evidence that IDA has strong global reach and deep in-house expertise which improves its
overall effectiveness in delivering development impact. The DFID (2016) and MOPAN (2016) reviews find that the
scale and breadth of the technical expertise of World Bank staff, as well as the range of countries and sectors the
Bank operates in, set it apart from other IFIs and MDBs (DFID, 2016; MOPAN, 2016). The DFID Multilateral
development review also stated that “As the largest development actor, the World Bank plays a leadership role
which is central to achieving the UK’s ODA objectives and pivotal for the SDGs... Its strengths include its presence
across almost all low- and middle-income countries, strong technical capacity enabling it to perform a leadership
role in many areas, a wide range of financial instruments and generally good delivery against challenging
development objectives” (DFID Multilateral Development Review 2016, p. 2).

Knowledge shaping

There is substantial evidence that IDA has strong analytical capabilities. The DFID (2016) multilateral assessment
identifies the World Bank’s comparative advantage over bilateral aid as its ability to produce knowledge and shape
the ways in which the development community thinks about issues. However, the MOPAN (2016) review identifies
that, while the World Bank’s analytical capabilities are one of its primary strengths, it has a long-standing
challenge regarding how it uses the knowledge it generates in practice. IEG’s evaluation of the World Bank
Group’s self-evaluation systems finds that staff on the ground in some cases rarely use and struggle to find
practical value in the many of the Bank’s analytical and diagnostic tools designed to support country analysis,
results measurement, risk management and control throughout its operations (IEG, 2016a). IEG’s Results and
performance (RAP) of the World Bank Group (2020) confirms that “for these and other reasons, there are trade-
offs between outcome orientation and using results measurement systems for reporting and incentivising
fulfilment of policy commitments” (IEG, 2020d).

Allocation of resources

There is substantial evidence that, compared to other IFIs and MDBs, IDA allocates resources well to countries
with greatest levels of need. IDA scored higher than all bilateral providers (and third of all multilateral providers)
on the prioritisation dimension of QUODA 2021, which measures how well allocations are targeted to respond to
long-term development challenges. Palagashvili & Williamson (2014) find that bilaterals tend to direct aid towards
better-governed countries, and therefore IDA’s greater emphasis on targeting countries with the highest levels
of need reflects positively on its contribution within the overall aid ecosystem. Moreover, IDA is the largest source
of (mostly) unearmarked multilateral finance for poor countries. Other IFls provide more finance which is
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earmarked for specific purposes and many bilateral providers also tie aid to procurement conditions (that is,
funding can only be used to procure goods and services from the providing country). Strong evidence from the
wider literature suggests that both forms of earmarking have additional costs (OECD, 2019b).

However, emerging evidence suggests that allocating resources on a country-by-country basis, particularly
through unearmarked loans to sovereign governments (Development Policy Financing, DPF), tends to lead to
underinvestment in global public goods. Outside voices call for IDA to move away from its core, country-based
allocation model and address the underprovision of so-called development-relevant global public goods, such as
renewable energy technology and vaccines, and promote forms of international cooperation, such as managing
externalities and strengthening transnational taxation systems (Gwin, 2002; Kaul, 2013; Birdsall & Morris, 2016;
Kaul, 2017). Authors such as Birsdall & Diofasi (2016) argue that IDA’s country-based deployment model is less
effective in addressing increasingly relevant cross-border challenges (such as global climate change, water
scarcity, commodity-price volatility, pandemic diseases, cybercrime, corporate tax avoidance, and microbial
resistance to antibiotics). The exposure of widespread underinvestment in public health services and social
protection programmes in the wake of the COVID-19 crisis added yet more weight to calls for expanded provision
of development-relevant global public goods. Moreover, as new sources of development finance for poor-
country governments have proliferated, the risk of multilateral financing duplicating or supplanting domestic
financing has increased. Civil society organisations such as Oxfam (2021), Save the Children (2021) and the
International Trade Union Confederation (2021) support calls for the World Bank to leverage IDA resources to
create a global fund for public services.

IDA’s proponents argue that a balance must be struck; the allocation of further concessional IDA resources into
earmarks for the provision of particular development-relevant global public goods would require the
introduction of more funding ‘windows” and would lead to trade-off consequences for poor countries which rely
heavily on core IDA finance.

Debt sustainability

Some evidence suggests that some of IDA’s sovereign lending is not sustainable. Over a third of IDA-recipient
countries are rated as being at high risk of or in debt distress, more than twice the number in 2015 (IEG, 2021a).
These trends predate the COVID-19 pandemic, but the ongoing impacts of the COVID-19 crisis have almost
certainly led to further increases in debt vulnerabilities. The Bretton Woods Project, a leading critic of the World
Bank and other Bretton Woods Institutions, estimated that, between 2008 and 2018, the median level of publicly
owed or guaranteed foreign debt for sub-Saharan African countries increased from 38% to 56% of GDP (Bond &
Brown, 2020). As debt levels increase, IDA-country governments that are often already in chronic fiscal and
balance of payments deficits tend to direct funding away from key public services (for example, education, health
and infrastructure) to keep up with debt service payments (Bond & Brown, 2020). However, IDA lending is only
part of the reason for this debt increase, since many IDA countries also increased borrowing from private or
government sources (most notably, China) during this period. Moreover, IDA financing is typically made available
on much softer terms than alternatives (for example, average Chinese government loans or loans from
commercial lenders). For countries assessed as already facing serious debt distress, IDA provides funding on a
100% grant basis in any case.

In the past, the World Bank has provided large-scale debt relief to countries.” However, more recently it has
emphasised supporting and incentivising IDA countries to better manage their debt. In 2020, the World Bank and
the International Monetary Fund introduced the Debt Service Suspension Initiative (DSSI), which enabled IDA
countries in or at risk of debt distress to request a postponement of their debt payments until the end of 2020.
The World Bank also implements a range of initiatives designed to enhance debt transparency, strengthen debt
management capacity and improve the analysis of debt management policies, which together form part of its
Sustainable Development Financing Policy (IDA, 2020). However, much of the recent literature as well as popular
criticism of IDA from the Global South claims that these measures do not go far enough (Atingi, 2019; Bretton
Woods Project, 2019; Were & Mollel, 2020). One of the key weaknesses identified in IDA’s debt sustainability

K Debt relief has been provided under the Heavily Indebted Poor Countries Initiative and the Multilateral Debt Relief Initiative.
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measures is the focus on building the capacity of countries to manage future debts at the expense of working
with creditors to alleviate existing debt burdens. Moreover, the DSSI merely suspends rather than cancels the
debts, and does not apply to the World Bank’s own debt service. Watts (2020) estimates that IDA-eligible
countries paid $45 billion in total loan repayments to the World Bank in 2020, despite the DSSI.

Conditionality and its critics

IDA’s lending conditions are controversial and evidence regarding their effectiveness in promoting improved
economic performance in recipient countries is inconclusive. During the 1980s, Washington Consensus-based
policy adjustments were widely considered to promote effective economic management and sound policies (that
is, dereqgulation, liberalisation, austerity and privatisation) that were perceived to carry the potential for sustained
economic development and, by extension, poverty alleviation in poor countries. From the 1990s, however, the
Washington Consensus model began to be viewed not only as obsolete but correlated in certain contexts with
uneven growth, boom-and-bust cycles, excessive corporate welfare and industrial enclave-style development.
Many authors argued that the introduction of Structural Adjustment Programmes in the 1980s contributed to
balance of payments deficits and underinvestment in public services (Stein, 1992; Geo-JaJa & Mangum, 2001). In
Bolivia, for example, structural adjustment policies imposed as part of World Bank lending conditions from 1985
led to rising unemployment, reductions in public revenues and countrywide riots over water privatisation (Kohl,
2002). South Korean economist Ha-Joon Chang’s influential book Kicking away the ladder argued that economic
growth and prosperity are more closely associated with the kinds of proactive state interventions that
Washington Consensus reforms eschew (Chang, 2003). Chang’s work follows on from a book published in 2002
by the former World Bank Chief Economist Joseph Stiglitz, entitled Globalisation and its discontents, which
accuses the Washington-based IFIs of imposing policy prescriptions that oppose those that are considered to
have delivered prosperity historically in many Western market economies (Stiglitz, 2002).

The World Bank claims that it has adapted over time in response to the evidence of Washington Consensus
policies failing to improve socioeconomic conditions. Officials contend that IDA has evolved to provide financing
according to borrower needs. ‘Country ownership’ and ‘context-specific lending” have been official goals of the
World Bank for over two decades and it now uses the terminology of ‘prior actions’ rather than ‘conditions’.
However, some question whether the World Bank has truly abandoned the ‘one-size-fits-all’ Washington
Consensus for more progressive, context-specific conditionality. In 2020, the United Nations Conference on
Trade and Development (UNCTAD) noted that the World Bank’s prescribed policy mix of austerity, inflation
targeting, trade and investment liberalisation, innovative finance and labour market flexibility “led to a world of
growing economic inequalities, arrested development, financial fragility, and unsustainable use of natural
resources before the pandemic hit” (UNCTAD, 2021, p. 17). Landers & Aboneaaj (2021) find evidence of a recent
uplift in conditionality under new World Bank President David Malpass and an IEG study into the impact of DPF in
IDA countries finds that conditions attached to DPF constrain recipient countries’ responses to the COVID-19
crisis. On the other hand, some recent evidence suggests that conditionality may deliver on improved economic
performance in the long term. Archibong et al. (2021, p. 1) find that “following initial declines in per capita
economic growth over the 1980s and 1990s, the countries that adopted the reforms experienced notable
increases in per capita real GDP growth in the post-2000 period”.

Bureaucracy and speed

Some evidence suggests that World Bank bureaucracy limits IDA’s effectiveness in responding quickly and flexibly
to the needs of poor countries. The MOPAN (2016) review finds that the World Bank’s rigorous control
environment has trade-off consequences for speed and flexibility of implementation and considers the extensive
array of units, processes and tools to support risk management, corporate reporting and donor accountability
heavy and bureaucratic. Birdsall & Morris (2016) find that bureaucracy is a common challenge for older MDBs
which, at least before the COVID-19 crisis, were not considered effective crisis response tools (an assertion based
largely on the sluggish MDB response to the 2008 global financial crisis). Critics of MDBs argue that they place an
administrative burden on developing-country governments, rather than responding flexibly to their needs (US
Congressional Research Service, 2020). However, MDB operations are subject to intense scrutiny by activists,
academics and civil society groups, and the donors upon which IDA relies for regular replenishments are highly

13




politically sensitive to stories of corruption, waste, human rights abuses, and environmental injustices (US
Congressional Research Service, 2020). Given these circumstances, it is unsurprising that IDA is nestled within a
large, complex and heavily rules-constrained bureaucracy, at the behest of its donors. While this is considered by
critics to limit its effectiveness in delivering development impact, proponents argue that it necessary to reduce
risks of operational corruption, injustice and exploitation.

Innovation and adaptation

There is emerging evidence of trade-offs between the World Bank’s rigorous control environment and innovation
(Honig, 2018; Honig, 2020). Critics argue that, at the operational level, the World Bank is more focused on
disbursements than on delivering results; staff emphasise short-term ‘box-ticking” outputs (for example, reports
and frameworks) and engage less in innovative activities that carry the potential to deliver results in the long term
(US Congressional Research Service, 2020). Indeed, IEG’s evaluation of the World Bank’s self-evaluation system
finds that demands for extensive corporate monitoring shift staff focus away from project implementation and
may even stifle motivation to pursue positive development impact (IEG, 2016a). IEG’s Results and performance
(RAP) of the World Bank Group 2020 report concludes that, organisationally, it must improve on how its systems
are set up to support a more practical culture that moves beyond meeting individual project targets and demands
for corporate monitoring (IEG, 2020d).

Evaluation and learning

Some evidence suggests that IDA’s evaluation and learning has improved from a position of relative weakness.
The MOPAN (2016) and DFID (2016) reviews identified a need for the World Bank to strengthen its monitoring and
evaluation frameworks at the project level and that its learning and feedback loops could be improved. In
response, the Bank committed to multiple improvements to IDA’s RMS, many in line with the recommendations
of donors including the UK. As a result, IDA’s RMS is now considered to be one of the strongest and most
comprehensive multilateral monitoring and evaluation systems. QUODA 2021 — which used the MOPAN
assessment to assess the World Bank’s approach to evaluation — ranked IDA 12th-highest of 49 multilateral and
bilateral aid providers on this dimension, and emphasised that IDA performs well on its evaluation and learning
systems, but below average for its results-based management.

4.Effectiveness of IDA in selected focus themes

In this section, we explain the policies, practices, actions and reforms enacted by IDA in relation to five focus
themes relevant to our review questions: fragility and conflict, climate change (focused on resilience and
adaptation), COVID-19, equity and inclusion, and environmental and social safeguards. We outline the available
evidence from the World Bank Results Measurement System (RMS), multilateral reviews of IDA, Independent
Evaluation Group (IEG) evaluations and the wider literature on the applications and effectiveness of IDA policies
within each theme.

4.1 Fragility and conflict

The World Bank’s poverty analysis tool showed in 2018 that poverty rates are around 10% higher in IDA countries
categorised as fragile and conflict situations (FCS) than in IDA non-FCS countries, and also that extreme poverty is
stagnant in IDA FCS countries (World Bank, 2019, p. 1). The World Bank therefore recognises that achieving its
twin goals of reducing extreme poverty and promoting shared prosperity will require tackling both the drivers
and the impacts of fragility, conflict and violence, and channels much of this effort via IDA.

Policies in fragility, conflict and violence

Evidence suggests that IDA’s volume of support to fragile states has historically been lower than other
multilaterals, although during IDA18 and IDA19 this has started to change. IEG’s 2014 synthesis report Learning
from IDA experience noted that one-sixth of IDA resources in 2011 were directed towards FCSs compared to 40%,
on average, for other multilateral development banks (MDBs) (IEG, 2019¢). The Department for International
Development’s (DFID) 2018 annual review of IDA18 advised the UK delegation to encourage IDA management to
increase the number of commitments and expertise of staff deployed to FCV countries (DFID, 2018).
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Fragility and conflict became a special theme under IDA16 and, in 2020, the World Bank developed a dedicated
strategy for fragility, conflict and violence (FCV) (World Bank, 2020d). This strategy sets out a differentiated
approach to operations in FCV countries based on identified key underlying drivers of conflict and fragility (such
as climate change, demographic shocks, gender inequality, patterns of discrimination, economic and social
exclusion, and perceptions of grievances and injustice). In more recent replenishment rounds, the World Bank
has been challenged to scale up its efforts to support countries in situations of FCV.

IDA support to FCV situations has gradually increased in recent replenishment rounds. Total commitments to FCV
countries (and four countries identified through the Risk Mitigation Regime to be at risk of becoming FCV) were
$9.6 billion under IDA18, over double that of IDA17 (World Bank, 2019). $1.5 billion of this was financed through the
Regional Window Programme (RWP), the Refugee Sub-Window (RSW) and the Crisis Response Window (CRW).
Approximately 40% of RWP resources, for example, were allocated to FCV countries under IDA18 (IEG, 2019b).
During the first 14 months of IDA19, FCS countries accounted for 39% of IDA commitments, “up to $14.5 billion in
the first 14 months of IDA19, compared to $5.8 billion during the corresponding period for IDA18” (World Bank,
2021c, p. ii).

As the flow of financial resources to IDA FCV countries has increased, the World Bank has also increased the
number of staff deployed to FCV countries (FCDO, 2018; FCDO, 2019; World Bank, 2019). Against an original target
of 150, IDA18 saw a net increase of 123 staff working in FCV countries, which was achieved through strengthening
the package of benefits available for experienced staff to relocate to FCV (World Bank, 2019). Under IDA19, the
World Bank aimed to deploy a further 150 staff members to FCV, but did not expect to achieve this target and
revised the target to 100 in 2021 (World Bank, 2021c). The Bank has also enacted reforms to strengthen its
approach to engagement in fragile situations, for example through introducing Risk and Resilience Assessments
(RRAs), which inform IDA country strategies and development plans under IDA19 (World Bank, 2020d).

Effectiveness of delivery in fragility, conflict and violence

Despite reforms and more overall staff and financial resources being directed to FCV countries, strong evidence
suggests that operational effectiveness in FCV continues to lag behind the institutional average (MOPAN, 2016;
DFID, 2018; DFID, 2019; IEG, 2020c¢; World Bank, 2017; World Bank, 2021). The IDA18 RMS shows that the share of
project outcomes rated ‘moderately satisfactory’ or better by IEG in IDA FCV countries declined between FY2015
and FY2017, although it notes that part of this decline was driven by the performance of portfolios in Afghanistan
and, to a lesser extent, Yemen (World Bank, 2017). Furthermore, while there was strong demand for the RWP
under IDA18, the RSW, CRW and Private Sector Window (PSW) did not fully exhaust their allocated resources. On
the other hand, comparatively weaker performance in FCV is unsurprising considering the higher risks and limited
absorption capacity of recipient governments in FCV countries. Other international financial institutions (IFls) also
struggle to perform effectively in FCV settings due to the complex political economy challenges associated with
working in conflict zones. It is therefore important to consider the relevance of IDA’s deployment model and
strategic approach to the needs of FCV countries.

There is emerging evidence that IDA’s model is ill-suited to tackling the drivers and impacts of FCV. IEG
evaluations of IDA operations in FCV countries find that IDA support during times of crisis overtaxes country
capacity and should be simplified to be more effective in these settings. The 2020 IEG review of the Sierra Leone —
completion and learning review finds that, “While administrative capacity was developed - for example, for local
councils to have integrated development plans and budgets — capacity still remained a significant constraint for
programme implementation. The results framework was too complex, and the programme was not selective
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