!DE.,QMXYQQELDBANKl'FClMIGA IR o wwfflpg?

| N Ched
Y S}) Y

The World Bank’s
Country Policy and
Institutional Assessment

An IEG Evaluation

2010
‘ The World Bank @
hup:/www.worldbank.org/ieg Washington, D.C.



Contents

vii
Xi
Xiii
Xix
XXv

XXvii

13

39

57

65

Abbreviations -

Acknowledgments

Foreword

Executive Summary

iManagement Response

Chairman’s Sumimary: Committee on Development Effectiveness (CODE)

Advisory Panel Statement

i Introduction and Evolution of the CPIA

Evolution in the Content of the CPIA -
Other Changes in the CPIA n
Role of the CPIA in IDA Allocation

4
8
9

2 Relevance of the CPIA for Growth, Poverty Reduction, and Effective
Use of Development Assistance

The CPIA and Determinants of Sustained Growth

The CPIA and Determinants of Poverty Reduction

The CPIA and the Effective Use of Development Assistance

Findings and Recommendations

15
25
29
31

3 Reliability of the CPIA Ratings
Comparabilitﬂl with Other Indicators
CPIA Ratings Generation Process

41
48

4 Findings and Recommendations
59  Overview

Main Findings

Recommendations

59
62
Appendixes

67 A:
71  B:
81 G
91 D
93 E
95 FE
9 G

2008 Country Policy and Institutional Assessment Criteria

Public Sector Literature Review

2007 CPIA Criteria on Economic Management, Structural Policies, and
Policies for Social Inclusion/Equity and Evidence in the Literature

: Literature Review on Aid Effectiveness
: Examples of Positive Impacts of Aid Projects from Randomized

Evaluations in Education, Health, Infrastructure, and Agriculture
Review of Financial Sector Criterion

: Country Policy and Institutional Assessment (CPIA) and

Loan Performance



THE WORLD BANK'S COUNTRY POLICY AND INSTITUTIONAL ASSESSMENT

103 H:Comparing Country Policy and Institutional Aséessment Ratings by

the World Bank, African Development Bank, and Asian Development
Bank

- 105 I. Comparator Indices of the CPIA
109 J: Number of IDA and IBRD Countries for Which External Data are Available

111 K: Comments by Network on Regional CPIA Rating Proposals, 2007
113 Endnotes
- 119 References _
Boxes :
4 1.1  Changes to the CPIA Criteria in 1998 That Reflect the Emphasis on
Institutions ’
11 1.2 The Governance Adjustment in IDA's Country Performance Ratings,
FY1998-2008 '
19 2.1  Channels through Which Inequality Affects Growth
44 3.1  Comparator Indicators -
50 3.2  The Process of Preparing CPIA Ratings
51 3.3  The Network Reviews of CPIA Ratings
Figure .
25 2.1  Relationship between Changes in PBA and the Ratio of Cluster D Ratings
to Ratings on Other Clusters for “Core IDA” Countries
Tables
5 1.1  CPIA Criteria 1998-2008
10 1.2 Evolution of IDA’'s Performance-Based Allocation Formula and the
. Adjustment for Governance
16 2.1  Mappingofthe “Consensus” Determinants for Sustained Growth and the
CPIA Criteria
22 2.2 Correlations between Ratings of CPIA Clusters, 2007 -
22 23  Correlations between CPIA with Different Cluster Weights and CPIA
[ with Equal Cluster Weights, 2007
23 2.4  Simulation Results: Effects on Performance-Based Allocations for “Core
IDA” Countries Arising from a Larger Weight on the “Governance”
Cluster Compared to Equal Weights on All Clusters
33 2.5 Simulation Results: Changes in PBA from Dropping g8
34 2.6  Simulation Results: Changes in Trade Ratings Arising from Changes
in Weights of Trade Subcriteria by Numbers and Shares of IBRD
and IDA Countries
35 2.7  Simulation Results: IBRD and IDA Countries That Would Experience
Changes in Trade Ratings due to Changes in Weights for Trade
Subcriteria
37 2.8  Simulation Results: Changes in PBA Arising from Changes in Weights for
Trade Subcriteria
42 3.1 RankCorrelation Coefficients between CPIA Ratings and\Comparator
Ratings for 2007
45 3.2 Other Indicators—Expert Judgment or Hard Data?
46 33  AreOther Comparator Indicators Closer to the Bank or to AfDB and ADB?
47 3.4  Comparison of Changes in CPIA Ratings 2006-07 between the Bank,

AfDB, and ADB



