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EXECUTIVE SUMMARY

The Seventeenth Replenishment of the International Development Association

(IDA) is taking place at a time of historic opportunity and evolving risks for IDA countries.

>

>

The evolving development landscape is characterized by increased foreign direct
investment (FDI) and other private flows, strong growth in low- (LIC) and middle-
income (MIC) countries, and new patterns of trade, investment and knowledge exchange
among developing countries. These trends, along with improved economic policies and
favorable primary commaodity prices, contributed to notable advancements by many IDA
countries in poverty reduction and other Millennium Development Goals (MDGs) in the
past decade. A continuation of these trends would also point to a pathway beyond aid
dependency for LICs through increased scope to leverage global finance and knowledge
for development and a historic opportunity for IDA countries to shift their development
trajectories towards ending extreme poverty within a generation.

Against this backdrop, the new World Bank Group (WBG) strategy sets out ambitious
goals to reduce extreme poverty to 3 percent by 2030 and to promote shared prosperity
in a sustainable manner. To deliver on this agenda, the WBG will align its activities and
resources to these goals; support clients in delivering development “solutions”, by
advancing knowledge of what works; and work as a “One WBG”, by leveraging the
strengths of each agency (IBRD, IDA, IFC and MIGA).

IDA will be the main instrument for pursuing the WBG goals in the world’s poorest
countries — home to roughly one billion people living on less than US$1.25 per day
(about 80 percent of the world’s poor). Deliberate action will be required to sustain
economic growth and make it more inclusive across and within IDA countries as well as
to address an evolving range of development challenges, including fragility, gender
equality, climate change and disaster risks. In the face of complex challenges and
constrained aid budgets, these ambitious goals also demand making the best use of
scarce resources and enhancing collaboration with development partners.

In this context, Participants noted that the IDA17 period, which spans the target date for
the MDGs and the launch of the post-2015 agenda, presents a unique opportunity to
harness the benefits of the changing global economy, address evolving risks to secure
the gains that have been achieved and accelerate inclusive and sustainable development.
They highlighted IDA’s critical role in supporting concerted and accelerated action and
called for an ambitious IDA17 Replenishment to maximize development impact to meet
the WBG goals in IDA countries.

In response to the evolving external context and anchored in the WBG strategy,

Participants selected “maximizing development impact” as the overarching theme for
IDAL7, with inclusive growth, gender, climate change and Fragile and Conflict-affected
States (FCSs) as “special themes”. The overarching theme encapsulates IDA’s enhanced value
proposition to respond to the rapidly evolving global landscape by expanding its role in



leveraging financing, partnerships and knowledge to catalyze results in IDA countries. It also
encompasses a sharper focus on “value for money,” through enhanced efforts to improve both
results and cost-effectiveness. The special themes aim to enhance IDA’s work on frontier issues
confronting IDA countries and will be implemented in line with country contexts. Participants
agreed to carry forward the IDA16 special themes of FCSs, climate change and gender equality
and, building on the progress made, raise the level of ambition in these areas during IDAL7.
They also agreed to add the special theme of inclusive growth given its centrality for achieving
the WBG goals. Participants highlighted that the special themes were mutually reinforcing,
aiming to tackle risks that could undermine or reverse gains towards the WBG goals.

iii.  The WBG strategy and change process will strengthen IDA’s capacity to maximize
development impact, including on the special themes. IDA’s comparative advantage is rooted
in a strong and effective business model that leverages resources and delivers value for money.
Throughout its operational cycle — encompassing resource allocation, project preparation,
implementation, completion and impact assessment — IDA uses a robust framework to maximize
the development impact of the programs and activities it supports. The WBG strategy and
change process will help further scale up IDA’s impact by fostering more integrated, evidence-
based engagement to meet the WBG goals and by promoting selectivity through systematic
country diagnostics, country partnership frameworks and learning reviews. Enhanced synergies
across IBRD, IDA, IFC and MIGA through the One WBG approach will also position IDA to
better leverage both public and private resources for clients towards enhanced economic growth
and development outcomes. In addition, the creation of new Global Practices will enable the
WBG to harness its operational knowledge across sectors and regions more efficiently and with
greater impact for clients. This, together with increased support for evidence-based engagement
through strong monitoring and evaluation (M&E) and real-time data, will help to advance the
science of delivery by capturing, codifying and sharing knowledge and development experience
for continuous improvement. Lastly, the review of the WBG planning and budgeting process
will better align resources to the new WBG strategy and enhance IDA’s cost-effectiveness and
efficiency.

iv.  Participants agreed on a strong package of policy measures and performance targets
to track IDA’s progress in maximizing development impact in IDA17, including on the
special themes (see Annex 1). This package, which encompasses policy commitments and a set
of indicators under IDA’s four-tier Results Measurement System (RMS), incorporates several
important new elements: (i) it explicitly aligns IDA’s activities and results monitoring with the
WBG strategy goals and the WBG change and reform process, including by adopting a more
selective and evidence-based country engagement model, using knowledge more effectively,
taking more informed risks, and expanding WBG synergies to achieve results; (ii) it enhances the
focus on outcome and quality indicators, including to track IDA’s operational effectiveness and
organizational efficiency; (iii) it strengthens IDA’s accountability to clients and shareholders,
through greater use of beneficiary feedback and public disclosure; and (iv) it places greater
attention to managing and reporting the costs of delivering results. Participants welcomed the
enhanced strategic relevance and coverage of the RMS, which also involves closer links between
tiers, as well as the increased links with IDA commitments.



V. To allow IDA to better respond to increasingly diverse client needs, Participants
endorsed adjustments to IDA’s lending terms and volumes. Participants agreed to revise
IDA’s resource allocation framework for IDA17 to more effectively respond to the specific
challenges facing FCSs and small states. To better address the need for a smooth transition for
graduating countries, Participants also agreed to provide transitional support for India during
IDA17. Participants welcomed the review of IDA’s lending terms and endorsed the revision of
lending terms to IDA-only countries. They also supported the acceleration of payments on
qualifying credits of IDA eligible countries.

Vi, Participants welcomed Management’s review of IDA’s long term financial capacity,
which draws on the findings and recommendations of the IDA16 working group on IDA’s
long-term financial sustainability. While underscoring that IDA’s finances depend primarily
on grant funding, Participants endorsed the introduction of limited debt funding in IDA17’s
financing framework in the form of concessional partner loans. These loans provide a
mechanism for partners to scale up the volume of their contributions to IDA and increase IDA’s
commitment authority. Participants endorsed the principles of ensuring transparency, equal
treatment, additionality and protecting IDA’s long-term financial sustainability.  They
recognized that concessional loan contributors would receive burden sharing recognition and
allocation of voting rights based on the ‘grant element’ of the loan. Participants also noted the
introduction on a pilot basis during the IDA17 period of IDA participations which would allow
partners to provide financing to IDA through purchases of participations in projects already
under implementation.
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

Participants agree on a set of operational, policy and financial recommendations towards
achieving the World Bank Group goals to end extreme poverty and promote shared prosperity in
IDA countries. They note that the focus on maximizing development impact and the special
themes selected for the IDA17 Replenishment will increase the effectiveness and impact of IDA
support. Annex 1 presents the full set of policy commitments and indicators for IDA17. The
key conclusions and recommendations are summarized below.

A. Maximizing Development Impact

>

Participants urge IDA Management to implement the IDA17 RMS and request that a
report on progress be presented at the IDA17 Mid-Term Review.

Participants urge that all IDA Country Partnership Frameworks be aligned to the WBG
goals by supporting countries to (i) collect key data (or help fill gaps through appropriate
surveys); (ii) use the Systematic Country Diagnostic to identify constraints and priorities;
and (iii) align strategies to identified priorities.

Participants urge IDA to enhance support for leveraging private resources by carrying out
WBG Joint Implementation Plans in at least 20 IDA countries (of which at least 10 are
FCSs), and carry out a systematic assessment of implementation and results by the
IDA17 Mid-Term Review and the IDA17 Retrospective.

Participants urge IDA to expand use of beneficiary feedback in IDA-supported projects
and report at IDA17 Mid-Term Review on impact of these mechanisms. They also
request IDA to ensure more systematic use of impact evaluations; develop and
mainstream a wider range of evidence-based tools and approaches to strengthen M&E;
and provide real-time data to support project mid-course corrections. They urge IDA to
step up support for statistical capacity building in IDA countries.

Participants urge IDA to develop a system for tracking project financing partnerships.

Participants recommend that IDA enhance its role as a knowledge connector, including
by developing a system to report on South-South knowledge exchange activities
embedded in operations and by supporting capacity building for South-South sharing of
development experiences.

Participants urge IDA to publicly disclose IDA project preparation and implementation
costs and to pilot the calculation of unit costs in three sectors.

Participants request that Management propose a revised procurement policy for Board
approval which would incorporate special considerations for situations of urgent need of
assistance or capacity constraints, including in FCSs.



>

Participants note that a new budget process will be used from FY15 to align resources
with the WBG goals and strategy, including implementation of IDA17 commitments, and
incentives for selectivity and cost efficiency will be strengthened.

Participants request Management to develop indicators for inclusion in the IDA17 RMS
in the areas of alignment and cost-effectiveness and efficiency as developed under the
Corporate Scorecard. They also request Management to develop a methodology to assess
how the science of delivery is incorporated and supported with appropriate budget
resources in line with the introduction of a new budget framework.

. Inclusive Growth

Participants request IDA to roll out a new "job diagnostic tool" in at least 15 IDA
countries (of which at least 5 are FCSs), using multi-disciplinary micro- and macro-level
data.

Participants urge Management to establish key strategic priorities on jobs and report on
the priorities and targets.

Participants recommend that IDA expand coverage of the Global Financial Inclusion
Database (Global FINDEX) and other WBG surveys, including to better measure
innovative payments, mobile phone banking and financial literacy.

Participants recommend that IDA support at least 10 IDA countries to meet their
financial inclusion targets and priorities through financing and technical assistance,
including through the new Financial Inclusion Support Framework (FISF).

Participants recommend that IDA roll out the BOOST public finance analysis tool in at
least 20 IDA countries (of which at least 5 are natural resource abundant economies).

Participants urge IDA to develop and use innovative tools and build capacity to support
government efforts to: (i) improve the legal and regulatory frameworks for extractive
industries (EIs); (ii) enhance revenue collection from Els; (iii) increase the local content
and positive impact of El investments, including through building capacity in small and
medium-size enterprises (SMEs) and labor training and through agreements with EI
companies that benefit local communities; and (iv) support the implementation of the
Extractive Industries Transparency Initiative (EITI) and increase transparency. They ask
Management to report at the IDA17 Mid-Term Review on take-up and impact of these
innovative tools and capacity building activities.
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C. Gender Equality

>

Participants request that all IDA Country Partnership Frameworks incorporate gender
equality considerations into the analysis, content of the program and the results
framework.

Participants urge Management to ensure that all regions implement and monitor the
Regional Gender Action Plans, with plans and corresponding indicators tailored to
regional and country gender context.

Participants request that Management develop a renewed strategy for gender equality —
with more ambitious targets, a new methodology for measuring progress and an agenda
for pushing ahead on new frontiers with transformational projects.

Participants request that Management introduce a mechanism to strengthen learning and
results through an assessment and rating of gender performance at project exit, building
on the systematic tracking of ISRs, enhanced efforts on impact evaluations and emerging
architecture associated with learning reviews.

Participants urge IDA to strengthen knowledge of what does and does not work to close
gender gaps in IDA countries through monitoring and evaluation, including impact
evaluations on gender related issues, more systematic tracking of gender results of IDA
operations using sex-disaggregated core sector indicators and the expanded use of
beneficiary feedback mechanisms.

Participants urge Management to roll out statistical activities to increase sex-
disaggregated data and gender statistical capacity in at least 15 IDA countries.

D. Climate Change

>

Participants request that all IDA Country Partnership Frameworks incorporate climate
and disaster risk considerations into the analysis of the country’s development challenges
and priorities and, when agreed with the country, incorporate such considerations in the
content of the programs and the results framework.

Participants request that Management screen all new IDA operations for short- and long-
term climate change and disaster risks and, where risks exist, integrate appropriate
resilience measures.

Participants request that IDA scale up support to IDA countries to develop and
implement country-led, multi-sectoral plans and investments for managing climate and
disaster risk in development in at least 25 additional IDA countries.

Participants request that IDA support the efforts of IDA countries to develop national
energy action plans and investment prospectuses to achieve the Sustainable Energy for
All objective of universal access to energy by 2030.
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Participants urge IDA to enhance monitoring by: (i) expanding climate finance coding
system to cover tracking of ESW and non-lending TA that address climate change issues
in IDA countries; and (ii) piloting a coding system to measure the share of IDA
investments with disaster risk management co-benefits.

E. Fragile and Conflict-Affected States

>

Participants recommend that all Country Partnership Frameworks in IDA FCSs be
informed by analysis of drivers of fragility and conflict.

Participants urge Management to enhance synergies through IDA-IFC-MIGA joint
implementation plans in at least 10 IDA FCSs, including joint frameworks to measure
results.

Participants urge IDA to undertake analytical work on job creation in FCSs, including by
rolling out a “job diagnostic tool” in at least 5 FCSs.

Participants recommend that IDA promote more effective response in FCSs by
implementing the new strategic and results framework for the UN/WB partnership in
FCSs to strengthen collaboration among the UN, WB, MDBs and other development
partners, including through the New Deal.

Participants urge IDA to support efforts for addressing gender-based violence issues and
report on progress at the IDA17 Mid-Term Review.

Participants urge Management to strengthen knowledge of what does and does not work
in IDA FCSs through monitoring and evaluation, including impact evaluations, tracking
of results of IDA operations and expanded use of beneficiary feedback mechanisms.

Participants recommend that Management implement the revised IDA resource allocation
framework for FCSs.

F. Adjustments to Volumes and Terms of IDA Assistance

>

Participants agree to the following changes to IDA’s Performance Based Allocation
(PBA) system: (i) implementing an exceptional allocation regime for countries facing
“turn-around” situations; (ii) increasing the poverty-orientation of the regular
Performance-Based Allocation (PBA) system by changing the Country Performance
Rating (CPR) exponent in the PBA formula from 5 to 4; (iii) increasing the annual
minimum base allocation from SDR3 million to SDR 4 million; and (iv) ensuring a
smooth transition for countries under the current exceptional Post-Conflict and Re-
Engaging regimes.

Participants agree to increase financing for regional projects and to (i) introduce, on a
case-by-case basis and subject to a two-step process of early consultation with and
approval by IDA Executive Directors, the ability to finance, with resources from the IDA
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Regional Program, projects that require financial participation of only one IDA country
but which would have a significant transformational impact on the region; and (ii) cap, on
a case-by-case basis and subject to approval by IDA’s Executive Directors, the amount
that comes from a country’s regular IDA allocation to 20 percent of that country’s IDAL17
allocation for regional projects where project costs are very large relative to the country’s
available IDA resources.

Participants agree that India would receive exceptional transitional support during IDA17
in the amount of 2/3 of the 11 percent of IDA17 resources that India would have received
had it not graduated from IDA.*

Participants agree to adjustments in the lending terms applicable to IDA-only countries.
Starting in IDAL7, credits for IDA-only countries would have a maturity of 38 years with
a 6-year grace period and move to a straight line amortization of principal (SLA). The
lending terms for small island countries would remain unchanged.

Participants agree to the continuation of a dedicated Crisis Response Window (CRW) in
IDA17 and agree that partners would provide an amount of SDRO0.6 billion, representing
2 percent of the IDA17 envelope, to support IDA’s capacity to respond to severe natural
disasters and economic crises in IDA countries, and help build their crisis resilience. In
the event of exceptional circumstances this amount could be exceeded, subject to
approval by the Board of Executive Directors.

Deputies welcome the Executive Directors’ approval of Management’s proposal to
exercise the acceleration clause included in the legal agreements for regular and blend
credits since 1987 subject to consideration of the economic capacity of the borrowers.

. Replenishment of IDA Resources

>

Deputies recommend that contributions of SDR17.3 billion (equivalent to US$26.1
billion) be provided so as to achieve a total replenishment of SDR34.6 billion (equivalent
to US$52.1 billion) during the IDA17 period. Deputies pledge substantial resources
towards this goal. Deputies also emphasize the importance of continued and substantial
transfers from the International Bank for Reconstruction and Development (IBRD) and
the International Finance Corporation (IFC) to IDA, subject to availability of net income
and annual approvals by their respective Boards.

Deputies recommend that IDA’s cost of debt relief under the Heavily Indebted Poor
Country (HIPC) Initiative and arrears clearance operations during the IDA17 period be
covered under the IDA17 replenishment. Deputies note that IDA17 will be the second
replenishment for the financing of forgone principal reflows due to grants extended since
IDA13. Deputies agree that forgone principal reflow on grants that IDA would have
received during the IDA17 period be covered under the IDA17 replenishment.

Capped blends are countries which receive less than their allocation norms due to their broader financing options. India’s
access was capped at 11 percent of allocable resources in IDA16.
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Deputies note the importance of providing their Instruments of Commitment (l1oC) as
early as possible, to enable IDA to extend grants during the early part of the IDA17
period.

Deputies agree to treat resources for financing of arrears clearance operations as a set-
aside and request Management to provide an update on utilization and plans for
reallocation of such resources at the time of the IDA17 Mid-Term Review. Any
financing shortfall during the IDA17 period would be made up in IDA18.

Deputies recognize the importance for partners to continue firming up their financing
commitments to the separate Multilateral Debt Relief Initiative (MDRI) replenishment in
order to support the total volume of IDA17 commitment authority.

Deputies underscore that IDA’s finances depend primarily on grant funding. Taking into
account special circumstances, they endorse the introduction of limited debt funding in
IDA17’s financing framework in the form of concessional partner loans. Deputies
endorse the principles of ensuring transparency, equal treatment, additionality (i.e.,
avoiding substitution), and protecting IDA’s long-term financial sustainability. They
recognize that concessional loan contributors would receive burden sharing recognition
and allocation of voting rights based on the ‘grant element’ of the loan.

Deputies also note the introduction on a pilot basis during the IDAL17 period of IDA
participations, which would allow partners to provide financing to IDA through
purchases of participations in projects already under implementation.






INTRODUCTION

1. IDA is a unique investment in development. IDA is the largest single provider of
concessional financing and knowledge services for the world’s 82 poorest countries, of which 40
percent are Fragile and Conflict-affected States (FCSs). IDA’s diverse client base includes small
island states, large economies facing deep poverty at sub-national levels and countries
undergoing momentous transitions. It has been at the forefront of global efforts to strengthen
development effectiveness and is ranked among the most effective and efficient development
assistance agencies. IDA’s comparative advantage is rooted in a strong and effective business
model that leverages resources and delivers value for money. IDA leveraging of resources
encompasses catalyzing other resources for development as well as supporting more effective
use of existing resources, particularly at the country level.” Throughout its operational cycle,
from the allocation of its resources through project preparation and implementation, to
completion and impact assessment, IDA uses a robust framework to maximize the development
impact of the programs and activities it supports. Its focus on delivering development impact and
results for clients also involves making sure that it has the tools to monitor and report on results
as well as deliver effectively in a cost efficient manner.

2. IDA17’s focus on maximizing development impact. The IDA Deputies and Borrower
Representatives selected “maximizing development impact” as the overarching theme for
IDA17, with inclusive growth, gender equality, climate change and FCSs as special themes. The
overarching theme encapsulates IDA’s enhanced value proposition to respond to the rapidly
evolving global landscape by placing greater emphasis on leveraging knowledge and financial
resources for transformative development impact. It also encompasses a sharper focus on “value
for money”, through enhanced efforts to improve both results and cost-effectiveness. The
repositioning of the WBG through the strategy and change process will reinforce IDA’s capacity
to deliver this agenda, by putting the full range of competencies across the WBG to work for
clients and address frontier development issues, also sharpening the focus on selectivity,
customized solutions and results.

3. Special themes for IDA17. Participants agreed to carry forward the IDA16 special
themes of FCSs, climate change and gender equality where there is still an unfinished agenda,
and to raise the level of ambition in these areas in IDA17 toward greater development impact.
They also agreed to add the special theme of inclusive growth, given the importance of
addressing rising inequality in many IDA countries and the centrality of inclusive growth for
achieving the WBG goals. Participants noted that the special themes are “frontier” development
issues confronting IDA countries and that IDA plays a critical role in leading the development
community in understanding and addressing these issues at the global and country levels. The
IDA17 special themes are mutually reinforcing and aim to tackle risks that could undermine
development or reverse development gains.

4, Process for the IDA Seventeenth Replenishment Round. The IDA Replenishment
negotiations have been central to IDA’s relevance, resilience and institutional learning over time,

2 ltis estimated that US$1 of IDA funding leverages up to US$9, depending on the type of IDA instruments, sectors and

countries.
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providing a context for substantive dialogue on development priorities, emerging themes and
results and the introduction of a range of thematic, policy and financial innovations.
Representatives of IDA’s contributing partners, known as “the IDA Deputies,” and
representatives of borrower countries (“Borrower Representatives”), collectively referred to in
this report as the “Participants”, negotiated the Seventeenth Replenishment of IDA’s resources
(IDA17) over a series of four meetings held in 2013. The first two meetings were chaired by Ms.
Caroline Anstey, Managing Director of the WBG, and the last two meetings were chaired by Ms.
Sri Mulyani Indrawati, Chief Operating Officer (COO) and Managing Director of the WBG.
These meetings benefited from the prior discussions and outreach efforts of the IDA16 working
groups — with input from a large number of representatives from IDA Deputies, Borrower
Representatives, think tanks and Multilateral Development Banks (MDBs) — on the frontier
issues of inclusive growth, FCSs, results and IDA long-term financial sustainability.*

5. The IDA17 Replenishment round brought together a wide coalition of partners, including
first-time participation from the governments of Indonesia, Malaysia and Thailand, along with
observers from other international development institutions and management and staff of the
WBG. In line with the continued emphasis on transparency across the WBG, each of the policy
papers discussed at the IDAL7 replenishment meetings and meeting summaries were made
available to the public (see Annex 4). In addition, Participants sought public comments on the
draft IDA Deputies’ Report, resulting in submissions from three organizations/individuals.
Progress on the implementation of the IDA17 replenishment arrangements will be reviewed by
the IDA Deputies and Borrower Representatives at the IDA17 Mid-Term Review, which would
take place in the second quarter of fiscal year 2016. Deliverables for the IDA17 Mid-Term
Review are specified in Tables 1 and 2 of Annex 1.

6. IDA17 Working Groups. Looking ahead, Participants proposed that IDA continue to
integrate lessons learned and adapt to changing circumstances, opportunities and client needs in
line with its comparative advantage. Participants noted that IDA’s platform as part of the WBG
is essential for responding to the evolving agenda of IDA countries, particularly as global issues
such as climate change are likely to gain further ground. To support IDA’s continued
improvement, Participants called for the creation of informal working groups with participation
from contributing partners, recipient governments and WBG staff for consultation and
brainstorming in IDA17, as was the case in IDA16. They agreed that the working groups would
focus respectively on: (i) development results; (ii) IDA’s long-term vision and financial
sustainability; and (iii) governance and reform of the IDA Replenishment Process. Participants
endorsed broad principles to guide the operation of the working groups, noting that the groups
should be transparent, cost-efficient and consultative rather than for decision making. They also
agreed that membership of the working groups should be voluntary and inclusive, with
participation from partners, borrowing countries, and WBG staff. Lastly, they agreed that the
working groups could schedule events to share ideas and feedback on their work on the margins
of the World Bank-IMF Spring and Annual Meetings.

¥ The chairmanship of the working groups was as follows: Inclusive Growth: Denmark and South Africa; Fragile and

Conflict-Affected States: France and Germany; Results and Effectiveness: Australia and Sierra Leone; IDA Long-term
Financial Sustainability: IDA Management.
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7. Organization of the IDA17 Report. This report contains the Participants’ guidance on
the policy and financial framework that underpins IDA’s enhanced value proposition towards
transformative development in the IDA17 period. The report comprises seven sections. Section
I discusses the changing development landscape and IDA’s comparative advantage in helping
countries to seize opportunities and manage risks in the context of the new WBG strategy.
Section Il focuses on the overarching theme of “maximizing development impact”, followed by a
detailed discussion of the four IDAL17 special themes in Section Ill. Section IV summarizes
changes to the volume and terms of IDA’s assistance. Section V presents a synopsis of the
management of IDA’s financial resources. Section VI reviews the arrangements for financing
debt relief, arrears clearance and foregone principal on grants. Finally, Section VII sets out the
recommendation of the Executive Directors to the Board of Governors to adopt the draft IDA17
Resolution (see Annex 5).

SECTION I: IDA’S ROLE IN A CHANGING GLOBAL ENVIRONMENT
A. KEY TRENDS IN THE GLOBAL ECONOMY AND AID LANDSCAPE

8. Recent patterns of trade and investment present increased opportunities to leverage
finance and global knowledge for economic growth in IDA countries. On average, savings
and investment rates rose significantly over the past decade among developing countries,
including many IDA countries. The share of global investment and savings to developing
countries stood at well over 40 percent in 2012, a significant shift compared to historical
performance through the 1990s.* Also, trade among developing countries — referred to as South-
South trade — saw strong growth over the past decade, increasing by 19 percent on average
between 2001 and 2010 compared to world export growth of 12 percent during the same period.
New partnerships have also emerged, with roughly a third of FDI in developing countries
currently originating in other developing countries. The recent increases in trade and finance
have been associated with strong growth in these countries over the past decade. Should these
trends continue, the new patterns of trade and investment hold promise for generating wide
spillovers, ranging from enhanced technology transfer and knowledge sharing to spurring
demand for exports and growth of domestic manufacturing and agriculture in IDA countries.
Also important, increased remittance flows to developing countries and evolving migration
patterns represent important sources of savings and investment along with opportunities for
partnerships through diaspora networks.

9. Changes in the composition of finance for development have mirrored these global
shifts. Private flows account for an increasing share of the composition of net flows to
developing countries, including to several IDA countries. However, capital flows to developing
countries have been highly concentrated, typically favoring MICs and resource-rich LICs.
Official Development Assistance (ODA) thus remains critical, particularly for low-income
countries lacking credit-worthiness. Notably, ODA is evolving, with an increasing number of
actors, delivery channels and interventions. While the widening array of aid partnerships has

Developing countries accounted for 46 percent of global investment in 2012, more than twice the level of the mid-1960s;
domestic savings in developing countries have also grown, now equaling roughly 33 percent of developing countries” GDP
(up from 21 percent in 1970). See Global Development Horizons (2013). Capital for the Future: Saving and Investment in
an Interdependent World.
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intensified the administrative burden for both aid recipients and aid providers alike, the
increasing diversity of development aid providers points to growing potential for innovative
collaboration, sharing and exchange. On the knowledge front, for example, research and
development experience increasingly originates from multiple sources, including the academic
community, development banks, bilateral development agencies and developing countries
themselves. The expansion of information and communication technology (ICT) is also paving
the way to vastly improve information sharing, data collection and measurement of impact.

10. In the context of these broader trends, many IDA countries have been able to
accelerate their economic growth over the past decade. Several IDA countries were among
the fastest growing economies in the world over the last decade. In Africa, growth averaged 4.7
percent between 2000 and 2009 (with average growth of 6 percent excluding South Africa)
despite the impacts of the global financial crisis of 2008/2009. More broadly, improved growth
and policy performance have helped to lift the average per capita Gross Domestic Product (GDP)
of IDA countries from US$618 (in constant 2000 US$) in 2009 to US$865 in 2012, reflecting
significant progress among some of the world’s poorest countries. Moreover, economic growth
in several IDA countries (including Nigeria, Angola, Bangladesh and Pakistan) shows promise
for spurring the development of regional growth poles, with important ripple effects for
neighboring countries. In addition, recent mineral discoveries in several IDA countries, notably
in sub-Saharan Africa, point to new opportunities to harness natural resource wealth for poverty
reduction and development of new growth poles and resource corridors, raising new demands for
effective public financial management, good governance and inclusive growth.

11. Poverty reduction in IDA countries since 2000 has also been unprecedented, though
extreme poverty in these countries remains widespread. IDA countries achieved a significant
reduction in absolute poverty ratio from 58 percent of the population in 1981 to 36 percent in
2010. Notwithstanding this progress, performance across and within countries has been uneven
and aspects of the progress achieved are vulnerable to reversal. Due to higher population growth
and a lower rate of poverty reduction compared to other developing countries, IDA countries
account for an increased share of the world’s poor — 78 percent in 2008 compared to 53 percent
in 1990. Roughly one billion people currently live on less than US$1.25 per day in IDA
countries — equivalent to one out of every seven people on earth. In addition, the poverty
headcount increased in sub-Saharan Africa and in Fragile and Conflict-affected States; indeed,
the number of people in absolute poverty in FCSs nearly doubled from 84 million in 1990 to 162
million in 2008.

12. Human development gains and progress towards achievement of the MDGs among
IDA countries have been uneven. At the global level, two main MDGs — MDG 1a on extreme
poverty and MDG 7c on improved water source — were met in 2010 and progress on various
other MDGs is on track. Furthermore, there have been important recent improvements in human
development at the global level: over the past decade, all countries for which data are available
accelerated their achievements in the education, health and income dimensions measured by the
United Nations Human Development Index (HDI).> Nevertheless, given initial conditions that
were much worse than for non-IDA countries, a significant distance still needs to be covered
before these MDGs will be achieved. In particular, more than half of IDA countries are currently

> 2013 Human Development Report: The Rise of the South: Human Progress in a Diverse World.



-5-

off track for achieving the health-related MDGs: over 80 percent of them are off track to achieve
the MDG on reducing the under-5 mortality by two-thirds by 2015 and more than 70 percent are
off target to reduce maternal mortality by three-quarters. Similarly, current trends suggest that
the majority of MDG goals in FCSs are unlikely to be met by the 2015 target, despite important
advances made in some of them in poverty reduction and human development. Recent data
show that only eight FCSs have already met the goal to halve extreme poverty, and only 20
percent of them are meeting the poverty target.®

13. Stepping up inclusive and sustained growth and poverty reduction in IDA countries
will demand tackling a range of challenges and emerging risks, including rising inequality.
In many IDA countries, export growth remains highly primary commodity dependent, with
relatively limited structural transformation and modest improvements in diversification over the
past decade. More broadly, although improved macroeconomic management and structural
reforms are leading to more sustainable fiscal policies and removing some of the bottlenecks to
private sector-led growth, a significant increase in productivity has not ensued. As a result,
where growth has been robust, it has not always spurred the creation of high productivity and
better-paying jobs, nor has it always been accompanied by progress on women’s empowerment.
In addition, capital flows have been largely concentrated in resource-rich countries and natural
resource rents have tended to be concentrated, fueling inequality and further marginalizing
disadvantaged groups. Thus, in many countries growth has been accompanied by rising
inequality and disparities, with lagging regions and disadvantaged groups within countries. For
IDA countries confronting the aspirations of their populations for increased voice and economic
opportunity, the urgency of addressing development gaps linked to endemic poverty, productive
employment, gender equality and infrastructure is pressing. For FCSs, development is not only
imperative for their own citizens but has important implications for the peace, stability and
growth of neighboring countries. Finally, successive global crises in recent years, the changing
climate and the increasing frequency of natural disasters revealed new risks and vulnerabilities
associated with shocks. Thus, joint efforts to confront cross-border challenges at the regional
and global level and to increase IDA countries’ resilience and adaptability will be critical.

B. A NEW WORLD BANK GROUP STRATEGY: POSITIONING IDA17 FOR GREATER IMPACT

14. At the World Bank Group’s 2013 Spring Meetings, the Board of Governors
endorsed two goals to guide WBG action: to end extreme poverty — reducing the percentage of
people living on less than US$1.25 a day to 3 percent by 2030;" and to promote shared prosperity
— fostering income growth for the bottom 40 percent of the population in every country. The
WBG strategy outlines how the WBG will work in partnership with others to help countries
achieve these goals in an environmentally, socially and economically sustainable manner.

15. The WBG strategy, and the change process to adapt the WBG to this strategy, will
reinforce IDA’s focus on maximizing development impact. Building on its strengths and
comparative advantage, the WBG will align its activities and resources to better support clients
to accelerate progress towards the goals in the context of their national development programs.

®  World Bank staff estimates based on analysis of data in the Global Monitoring Report 2013 and the World Bank’s

Harmonized List of Fragile Situations for FY13.
Projections indicate that when the developing world as a whole reaches an aggregated poverty incidence of 3 percent, the
corresponding poverty incidence for IDA countries would be 7 percent (World Bank staff estimates, 2013).
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The implementation of the strategy and of the change process and alignment of WBG activities
to the goals will be monitored regularly through the new WBG Corporate Scorecard, which will
also measure joint WBG progress and results. The WBG will also support clients in delivering
development solutions by advancing knowledge of what works; harnessing evidence to address
complex development challenges; collaborating more systematically among IDA IBRD, IFC and
MIGA as “One WBG” by leveraging the strengths of each agency; and enhancing partnerships
with other development partners. The new strategy also aims to strengthen the value proposition
of the WBG on several fronts, notably: (i) strengthening its ability to work on multi-stakeholder
solutions through engagement with a broad range of public sector and private sector partners; (ii)
revamping its country engagement model to better deploy its strategy setting and diagnostic
capabilities, including through support of evidence-based public policy; (iii) increasing
flexibility and speeding up delivery while preserving its fiduciary and safeguard norms; (iv)
aligning WBG resources with the goals and strategy; and (v) ensuring medium-term financial
sustainability by increasing revenues and cutting costs.

16. Participants highlighted four core linkages between the WBG strategy and change
process and the IDAL17 Replenishment. First, the strategy and change process will help
promote selectivity for aligning client engagement in IDA countries towards meeting the WBG
goals through systematic country diagnostics, country partnership frameworks and learning
reviews. Second, stronger synergies across IBRD, IDA, IFC and MIGA through the One WBG
approach will position IDA for greater leveraging of both public and private resources for clients
towards enhanced economic growth and development outcomes. In addition, enhancing
partnerships with other development partners will help make best use of scarce resources. Third,
the science of delivery will help to ensure that WBG’s in-depth implementation experience
across sectors and countries can be utilized in IDA countries, including in fragile and conflict-
affected states where adaptive action and real-time beneficiary feedback are particularly critical.
The fourteen new Global Practices will be integral to ensuring that the WBG can capture, codify
and share knowledge and development experience for continuous improvement. The five
accompanying cross-cutting solution areas will foster cross-practice and cross-WBG integration
in priority areas that are closely aligned with the IDA17 special themes: climate change;
fragility, conflict and violence; gender; jobs; and public-private partnerships. Fourth, the review
of the WBG planning and budgeting process will better align resources to the new WBG
strategy, including support for strengthening M&E, real-time data and feedback loops for mid-
course correction and enhancing IDA’s cost-effectiveness and efficiency. In this connection, the
WBG Expenditure Review will be a key input for helping to increase the effectiveness and
efficiency of the WBG, thus helping to maximize the impact of every dollar for clients.

17.  Towards achievement of the WBG goals, the Board of Governors strongly endorsed
the new WBG Strategy during the 2013 Annual Meetings. Participants agreed that successful
implementation of the WBG Strategy in IDA countries would require effective, timely, and well-
managed implementation, including clear sequencing of reforms and metrics for implementing
major changes. Participants underscored the importance of close ongoing alignment between
IDA17 and the WBG strategy and change process and noted the importance of aligning IDA’s
RMS with the WBG performance monitoring.
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C. IDA’S SUPPORT TO ELIGIBLE COUNTRIES

18. IDA is uniquely positioned to help clients maximize the benefits of expanded
knowledge, financing and partnerships and confront emerging challenges and capture
opportunities. IDA’s country-driven and non-earmarked approach provides the flexibility to
meet the demands, opportunities and risks facing its diverse client base and provide customized
WBG support and solutions to end extreme poverty and boost shared prosperity in the poorest
countries. Further, by combining financing with knowledge gained from operational experience
across regions, IDA also plays a catalytic role in leveraging and complementing private sector
development, scaling-up public resources for poverty reduction interventions at the country level
and brokering knowledge exchanges across countries. Together with IBRD, IFC and MIGA,
IDA has been a leader in supporting the public and private sectors, providing access to
knowledge resources and risk insurance. Looking ahead, the combined strengths of the WBG
will become increasingly valuable for IDA countries as they seek to foster stronger public-
private collaboration and to further leverage private sector development. In particular, IDA’s
capacity to blend public and private finance supports stronger management of both public and
private investments as well as sustainable expansion of infrastructure and services.

19. IDA comparative advantage is rooted in a strong and effective business model that
delivers value for money. IDA’s performance-based support for the world’s poorest countries
targets scarce concessional financing where it is most effective. Throughout its operational cycle
— from the allocation of resources, through project preparation and implementation, to
completion and impact assessment — IDA uses a robust framework to maximize the development
impact of the programs and activities it supports. This framework includes: allocation of IDA
resources based on performance and results as well as needs; strong quality assurance and
fiduciary and risk management processes; a robust evaluation and accountability framework to
ensure evidence-based decision making; ® a strong system of internal controls;? commitment to
transparency and accountability; '° IDA’s Results Measurement System; and systems and
processes driving efficiencies in a way that does not compromise effectiveness. IDA’s
pioneering work in results monitoring and measurement helps IDA countries deliver stronger
results, enhance operational effectiveness and improve organizational efficiency. Recent
external assessments of international aid agencies affirm IDA’s business model as among the
most effective and efficient development assistance delivery mechanisms.*

20.  As the architecture for development finance and aid grows more complex, IDA’s
capacity to facilitate partnerships for development outcomes is ever more critical. IDA has
a global track record for rallying the international community on issues that matter for the poor

8 This includes the Board of Executive Directors, an Independent Evaluation Group, an Inspection Panel, self-evaluation of

every activity and development results monitoring systems (including the World Bank Corporate Scorecard and IDA’s
Results Measurement System).

This includes the Institutional Integrity and Internal Audit Departments.

This includes the Open Data Initiative, the Access to Information Policy, publishing data to the International Aid
Transparency Initiative (IATI), the Open Knowledge Repository system, the web-based Corporate Scorecard, the IDA RMS
and the geo-coding and mapping of all IDA-financed operations for results. These systems provide public access to
information on Bank-financed operations and results as well as development data. Complementing these quantitative
results, over 1,000 country and sector briefs along with project results stories provide insight into IDA results and integrate
beneficiary assessments of the difference IDA is making.

For a list of such external assessments see Managing Crisis and Building Resilience: A Retrospective Review of IDA’s 15
Replenishment, World Bank: Washington, DC, 2012.
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and tackling frontier issues such as FCSs, gender equality, crisis response and climate change
resilience. At the country level, IDA provides a platform for governments and development
partners to effectively manage aid resources, helping to reduce the fragmentation associated with
the growing complexity of development aid. On a global scale, IDA’s convening power,
international reach and knowledge also have helped to galvanize international efforts to address
global public goods and cross-border risks, from global economic crises and disruptive climate-
related events, to food price spikes, and communicable diseases and to boost regional
cooperation.

IDA Country-level Engagement

21. Going forward, IDA will improve the focus of its country programs through more
evidence-based and selective country engagement. While today’s country strategies are
broadly aligned with the WBG’s mission, they need to be better prioritized according to their
expected impact on the goals. Country engagement will emphasize improved planning and
execution, with more attention devoted to evidence, development impact and learning. Improved
WBG coordination will be an important feature, maximizing synergy across IDA, IFC, MIGA
and IBRD towards achievement of the WBG goals. Going forward, IDA country engagement
will also pay more attention to appraising evidence, applying knowledge and capturing
beneficiary feedback along with improved monitoring and project mid-course adjustments to
enhance learning, accountability and impact. Country engagement will also enhance efforts to
integrate partnership arrangements with other development actors, including the MDBs, bilateral
partners, United Nations (UN) agencies, and other stakeholders in line with the Paris Declaration
of Aid Effectiveness and the Accra Agenda for Action.

IDA Engagement across Sectors and Thematic Areas

22. During IDA17, IDA will continue to assist countries across sectors and thematic
areas as well as on regional and global issues while also enhancing its focus on the “special
themes” (see Section I11). IDA’s portfolio spans a wide range of sectors and themes. Over the
past decade IDA-supported government programs have intensified investment in infrastructure
and human capital, strengthened policies and institutions and affected the lives of hundreds of
millions of people. While the choice of sectors/thematic areas continues to be determined at the
country level, the World Bank’s sector strategies help shape the sectoral and thematic focus at
the country, regional and global levels, as discussed below.

23. Infrastructure. IDA countries have strong demand for infrastructure to meet large basic
access needs and to fuel growth. Availability and reliability of infrastructure are critical for the
provision of goods and services, private sector growth and competition in domestic and
international markets. In addition to access to basic services and growth, the infrastructure
agenda is increasingly shaped by second-generation issues and the need for job creation and
opportunities for social outcomes to ensure social stability and gender equality. Rapid
urbanization in IDA countries is fueling demand for integrated infrastructure solutions: by 2030,
95 percent of the population growth in these countries will be in cities. Also, adaptation to
climate change requires infrastructure more resilient to natural disasters while mitigation calls for
an infrastructure that is less environmentally damaging. Addressing these needs will require
significant amounts of capital from domestic and external sources, estimated at US$48 billion
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per year for Africa alone. IDA is an important catalyst for resources to close the infrastructure
gap. Since 2002, IDA helped construct or rehabilitate about 116,000 kms of roads, provided 123
million people with access to improved water sources and 7 million people with access to
improved sanitation facilities. Infrastructure accounts for 40 percent of IDA16 commitments to
date and client demand in IDA17 is expected to far exceed that range. In line with the WBG’s
Infrastructure Strategy Update FY12-15, IDA will support efforts to unlock the transformational
impact of infrastructure to tackle complex, second-generation infrastructure issues and achieve a
higher leverage of the WBG’s capital by mobilizing the private sector, MDBs and other
financiers.

24.  Agriculture. Agriculture remains critical for IDA countries where 75 percent of the
population live in rural areas and rely primarily on agriculture for their livelihood. The need for
action in agriculture, especially in sub-Saharan Africa (SSA), is underscored by recurrent spikes
in global food prices in recent years, climate variability, shrinking global stocks of key grains,
underperformance on nutrition related MDG goals, and associated risks of social and political
tensions. Globalization and economic integration offer the opportunity of new demand patterns
and export markets for agricultural products. Returns to investment in the sector can be high and
studies show that growth from agriculture is 2-4 times more effective at reducing poverty than
growth from other sectors. IDA’s comparative advantage in the agriculture sector encompasses
IDA’s multi-sectoral approach, substantial financing, leveraging private and public resources,
knowledge generation, and coordination and policy dialogue. WBG financing for agriculture is
expected to increase to US$8-10 billion annually in FY13-15, from an average of US$7 billion in
FY10-12. Within this, IDA’s support for agriculture and related sectors almost doubled between
FY06-08 and FY10-12, and is expected to stay at these higher levels of US$2.5 billion annually
in FY13-15. IDA’s support for agriculture has been formulated around the implementation of
the 2008 WDR “Agriculture for Development” and the Agriculture Action Plan for FY2013-15.
In addition to focusing on adequate food production and nutrition, the Action Plan emphasizes
the need to build agricultural systems that can help raise the level and resilience of employment
and incomes for the world’s poor; provide environmental services (such as managing watersheds
and preserving biodiversity); and use finite land and water resources more efficiently. IDA’s
support will focus on helping clients improve sustainable agricultural growth, incomes, food and
nutrition security, and their resilience to climate change in five key thematic areas. These areas
are raising agricultural productivity and its resilience, linking farmers to markets and
strengthening value chains, facilitating rural non-farm income, reducing risk and vulnerability,
and enhancing environmental services and sustainability. IDA will also support the development
of a Food Price Crisis Monitoring Tool, an innovation that is particularly relevant given the
vulnerability of many IDA countries to food price shocks.

25. Private Sector Development is a critical driver of economic and social development and
plays a leading role in stimulating growth, productivity, job creation for both men and women,
technology transfer, and the provision of key goods and services. Strengthening the momentum
for poverty reduction and shared prosperity will require boosting capacity in all IDA countries to
capture the potential benefits of private resources for development. A vibrant private sector can
spur women’s economic empowerment as women’s access to paid jobs helps lift their
households out of poverty and boosts economic growth. This calls for leveraging IDA’s
comparative advantages, which include improving the regulatory and institutional framework
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and strengthening the enabling environment for investment, as well as harnessing IFC’s expertise
in financing and advising private enterprises and MIGA’s ability to mobilize private sector
participation through issuance of political risk guarantees. IDA’s direct support to private sector
growth has accounted for roughly one quarter of all IDA commitments in recent years. IDA also
provides indirect support, e.g., for critical infrastructure, financial sector and skills, policy
support for macroeconomic management (including taxation and trade and integration) and
partial risk guarantees for projects financed by private creditors, leveraging on average eight
times the IDA resources. During the IDA17 period, IDA will intensify its efforts to identify and
remove constraints to private sector growth, including by providing support to investment
climate reforms, infrastructure financing, improving labor market efficiencies and building
financial and trade systems that facilitate access to financial services and are resilient to shocks.
In line with the overarching theme of IDA17 of maximizing development impact, the WBG will
step up support for leveraging private sector investment in IDA countries by: (i) enhancing
synergies and developing joint approaches across IDA, IBRD, IFC and MIGA; and (ii)
expanding the range of IDA guarantee instruments and regional approaches.

26. Education. Important progress has been made towards achieving the education-related
MDGs but significant challenges remain. Of the 82 IDA countries, 45 are off track to meet the
goal of universal primary completion and 18 others have no data from which to measure progress
while 30 countries are off track to meet the goal of gender equality in primary and secondary
schooling. The most recent data (2009) indicated that 67 million primary school age children are
still out of school, almost half of whom live in SSA and around a quarter in South Asia. The
demand for secondary and tertiary education has risen sharply in line with labor market demands
for a more skilled and agile workforce, yet learning levels in most IDA countries are alarmingly
low, particularly among disadvantaged populations. Over the past decade IDA helped recruit
and/or train about 3.5 million teachers, over 2 million classrooms were built or rehabilitated and
around 300 million textbooks were purchased and/or distributed. In FY13, IDA invested around
US$1.7 billion in education. IDA's comparative advantage in the sector encompasses the
capacity to deliver critical financing together with a broad package of services that includes
analysis, policy advice and technical assistance, capacity building and sharing of global
knowledge. The Bank’s Education Sector Strategy 2020 “Learning for All”” identifies education
as a fundamental driver of development and encourages countries to invest early, smartly and for
all. To help achieve these goals, IDA’s priority in education over the next decade will be to help
strengthen the capacity of education systems to achieve learning goals while building on
progress and stepping up its support to help all countries achieve Education for All (EFA) and
the education Millennium Development Goals (MDGs). IDA will also need to help countries
meet the increased demand for secondary and tertiary education that is critical to developing a
skilled, productive and flexible labor force.

27. Health. IDA is a key supporter of health, nutrition and population (HNP) programs in
IDA countries. Since 2003, IDA provided 117 million people with access to basic HNP
programs, 195 million women with antenatal care, and immunized 597 million children. IDA
investments totaled US$7.2 billion in FY06-12, of which 30 percent was directed at
strengthening health systems and a significant proportion to key MDG themes such as child
health care (18 percent), tuberculosis and malaria (12 percent), population and reproductive
health (11 percent), HIV/AIDS (10 percent) and nutrition (6 percent). IDA’s core strengths in
HNP have included a strong track record as a flexible financing mechanism that can leverage
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other funding; its focus on building systems and institutions and multi-sectoral approach; broad
convening power; and focus on results, country ownership, and engagement in strategic
partnerships. IDA has supported innovative financing mechanisms such as the IDA buy-down
for polio; it partners with other agencies to expand health services; and participates in global
action initiatives such as Scaling Up Nutrition, fighting diseases like AIDS, malaria and
tuberculosis and improving maternal and newborn child health. Progress towards halting the
spread of communicable diseases is promising, but less than one fifth of IDA countries are on
track to meet the MDG goals to reduce child and maternal mortality. Expanding the
implementation capacity of the health sector and improving the quality, efficiency and reach of
the health services is critical if programs are to reach the poor and achieve sustainable results on
the required scale. In line with its comparative advantage, IDA will continue to place emphasis
on improving health systems governance, including by developing tools to monitor
accountability. Towards advancing health coverage, it will also focus on equity and financial
protection for the poor from high and unpredictable out-of-pocket spending. An important
element of IDA’s support is the increased use of results-based financing, including financial
incentives to reward delivery of verified outcomes and to improve service quality, efficiency and
equity and to monitor the intended and unintended consequences. IDA is also working with
partners to develop ways to better monitor the health MDGs and assist countries to carry out
rigorous evaluations of health innovations and programs.

28.  Social Protection. The most recent financial, food and fuel crises highlighted the
importance of strong social protection systems for addressing vulnerability and for building the
foundation for shared prosperity. Building on the Bank’s Social Protection and Labor Strategy
2012-2022, IDA will assist countries to move towards more harmonized social protection
systems to improve resilience to shocks and help their populations become more productive
through investment in human capital and access to jobs and opportunity. It will focus on two
important challenges: (i) lack of capacity to design and maintain effective and scalable social
protection schemes where needs are greatest — in the poorest countries and fragile states; and (ii)
retaining political and fiscal commitments to systems for improved coverage and resilience post
crisis.  To address these challenges the Bank is developing country-tailored tools and
approaches, investing in knowledge, data and evidence, providing real-time policy advice and
offering continuous technical assistance and capacity building. Through this strategy, IDA is
capitalizing on the WBG’s comparative advantage by combining long-term financing and
support for capacity building with in-depth local engagement and global knowledge about
effective social protection in countries with similar institutional constraints. IDA’s support for
social protection and risk has surged with commitments increasing to US$4.2 billion in IDA15,
almost double those of IDA14 (US$2.2 billion), and US$3.5 billion in IDA16 to date, and it is
expected to remain strong in IDA17 in support of a diverse set of safety net interventions,
ranging from cash transfers to labor-intensive public works and school feeding programs.

29. Governance. Strengthening governance and fighting corruption are critical for ending
extreme poverty and boosting shared prosperity. During the IDA17 period, IDA will continue its
efforts to systematically mainstream governance and anticorruption in its assistance to IDA
countries based on the 2012 updated strategy and implementation plan on governance and
corruption.” This reflects significant changes taking place, including the rise of civil society

12 Strengthening Governance, Tackling Corruption: The World Bank’s Updated Strategy and Implementation Plan, 2012.
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movements and of social media as fundamental drivers for societal transformation; the call for
greater openness and transparency in governance; and the voice of citizens in decisions affecting
access to basic services and economic opportunities. IDA assistance helps build capable,
transparent and accountable country institutions as key drivers of sustained and inclusive growth.
In the context of IDA’s country-driven business model, IDA’s sustained engagement at the
country level on the issues of governance and anti-corruption at both the core systems and
specific sector levels is a key strength.*® In IDA17, IDA assistance will continue to strengthen
both core country systems of governance including for enhanced domestic resources
mobilization and expenditure management, procurement, judicial reform, and corporate and
regulatory governance, as well as sector institutions. DA will also increasingly support
initiatives that enable greater openness in governments and closer interaction among citizens, the
private sector and the state. Furthermore, IDA will aim to more effectively manage, rather than
avoid, the risks inherent in working in development contexts and expand its work on improving
global governance by helping to embed governance dimensions into global programs. IDA will
continue to ensure the highest fiduciary standards in IDA-financed operations by preventing
opportunities for corruption through improved project design, greater disclosure and enhanced
beneficiary participation.

IDA’s Role at the Regional and Global Level

30. IDA will strengthen and expand support for regional cooperation. IDA helps
countries address regional challenges — including the provision of regional public goods —
through regional projects. Participants noted that IDA’s regional projects are playing a critical
role in tackling challenges and fostering opportunities that can only be achieved through
coordination and cooperation at the regional level. This includes connecting landlocked
countries and small domestic markets to regional and global markets; harnessing economies of
scale in the provision of infrastructure; improving efficiency through regional harmonization;
protecting shared natural resources and mitigating shared risks such as drought and
communicable diseases. Participants noted that the IDA Regional Program has grown rapidly,
reflecting a strong increase in demand (particularly among FCSs and small states). In view of
the growing demand for regional solutions, Participants supported a further scale up of regional
project funds during the IDAL7 period to continue to advance the goal of regional integration
and collaboration. On account of IDA’s unique blend of financing, global knowledge and
partnerships, Participants noted the importance of IDA’s role in the preparation and
implementation of regional transformational projects — namely projects with complex designs,
that require financing and that have significant spillover benefits at the regional or continental
level. Participants noted the IDA Regional Program’s emphasis on partnerships (including with
regional institutions, RDBs and the private sector, with over US$3 billion leveraged in co-
financing and parallel financing). In this regard, they noted the continuation of the pilot program
for grants-based support for regional organizations, including to selected institutions not linked
to an IDA funded regional project but which support strategic regional priorities.

31. IDA will continue to play an important role at the global level, drawing upon the
World Bank Group’s analytical capability, operational experience and partnerships to find

¥ world Bank Country-Level Engagement on Governance and Anti-Corruption (World Bank/IEG: Washington, D.C., 2012).
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solutions to global challenges. Towards enhanced aid effectiveness, IDA supports countries to
integrate and mainstream global and regional public goods into national development strategies
in many areas, including addressing communicable diseases such as HIV/AIDS and malaria,
trade systems and climate change. IDA also participates in ongoing global and regional
partnerships with the MDBs and thematic global funds, coordinates closely with the IMF, and is
deepening partnerships with the UN, particularly in FCSs. IDA, other MDBs and global funds
have developed solid mechanisms for collaboration to enhance the complementarity of their
activities and to harmonize approaches where appropriate. For example, IDA works closely with
the MDBs on critical technical issues including performance-based allocation, support for fragile
and conflict-affected states, and promotion of debt sustainability and debt management. In
addition, the MDBs prepare joint assistance strategies, increasingly co-finance development
projects, share cross-country learning and best practices and typically co-lead post disaster needs
assessments. Common approaches have also been established in critical areas such as financial
management, strengthening supreme audit institutions, public sector procurement, managing for
development results through the common performance assessment (COMPAS), and external
evaluation through the Evaluation Cooperation Group. Equally, IDA’s enhanced partnerships
with the UN are helping to promote more coordinated support in FCSs. The Partnership
Framework for Crisis and Post-Crisis Situations between the World Bank and the United
Nations, for example, has made important contributions to facilitating and expediting crisis-
related support since the framework's establishment in 2008, including in response to the drought
emergency in the Horn of Africa in 2011. The framework has committed the two institutions to
principles of engagement for more effective and sustainable responses that reflect their
complementarity and the need for an integrated political, security and development approach to
supporting stabilization and securing development efforts. IDA will continue to build on its
commitment to strong partnership with the UN, MDBs and other development partners in FCSs
going forward, including by stepping up joint IDA/UN efforts in collaboration with the African
Development Bank at the regional level in the Sahel and the Great Lakes regions in Africa.

SECTION II: MAXIMIZING DEVELOPMENT IMPACT IN IDA17

32. In response to evolving client needs and anchored in the WBG strategy, Participants
selected “maximizing development impact” as the overarching theme for the IDAL7
replenishment. They noted that IDA17 could not be business as usual, and welcomed the focus
on leveraging private investment, public resources and knowledge. Equally, they underscored
the importance of taking the results agenda to the next level by strengthening IDA’s value for
money approach; strengthening accountability to shareholders and clients; and aligning the
budget to the WBG goals and strategy. Annex 1 presents the full set of policy commitments and
RMS indicators for IDA17.

33.  Recognizing that IDA will be the main instrument for supporting the poorest
countries in achieving the WBG goals, Participants underscored the importance of aligning
IDAL17 with the WBG strategy. IDA will use the lenses of alignment with the two goals,
impact and comparative advantage to inform and adapt its business model. At the country level,
IDA will establish a more evidence-based and selective country engagement model with three
main elements, comprising systematic country diagnostic, a country partnership framework and
performance and learning reviews to capture lessons from implementation. At the sector level,
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IDA will deliver customized solutions to clients, by using knowledge more effectively to achieve
results and more informed risk-taking. At the institution level, IDA will focus on optimizing
synergies and developing joint approaches with IFC, MIGA and IBRD to leverage the strengths
of each agency for transformative impact, including a special focus on FCSs, and to ensure a
coordinated approach to countries as they transition from IDA-only to IBRD-only status. IDA
will also enhance and scale-up partnerships, notably with the UN and MDBs, that are
strategically aligned with the WBG goals, and crowd in public and private resources, expertise
and ideas. Participants welcomed Management’s commitment to develop indicators in the areas
of alignment and cost effectiveness and efficiency as developed under the Corporate Scorecard,
and to develop a methodology to assess how science of delivery is incorporated and supported
with appropriate budget resources in line with the introduction of a new budget framework.

A. LEVERAGING PRIVATE RESOURCES

34. Participants highlighted that the private sector is the key driver of growth and job
creation needed for continued progress in poverty reduction. They noted that strengthening
the momentum for poverty reduction and shared prosperity in IDA countries will necessitate
capturing the benefits of private investment for development. In particular, Participants asked
that IDA and other MDBs play an important role as catalysts for increasing the flow of domestic
and foreign private capital into investments, including by supporting projects in high-risk
countries and sectors in which private investors would be reluctant to invest without the presence
of official lenders.

35. Participants underscored that the WBG can have the biggest impact when the
strengths and comparative advantages of each of its entities can be leveraged in a
synergistic manner. Participants also highlighted that synergies between the World Bank’s
public sector focus and support for private sector development along with the private sector
focus of IFC and MIGA are becoming more valuable as public-private roles in development are
becoming more complementary over time. Participants welcomed more integrated WBG support
for private sector development (PSD) in IDA countries. They noted the unique value-added of
this integrated WBG approach to create an enabling environment, catalyze private resources and
promote foreign and domestic private investment. This would enable clients to draw from a
diverse range of instruments and lessons of experience reflecting the global reach and
comparative advantages of each WBG entity. In this context, Participants emphasized the
importance of a “four-for-one” approach to enhance synergies and welcomed the development of
joint approaches and Joint Implementation Plans across IDA, IFC, MIGA and IBRD for
potentially transformative impact in IDA countries in the context of IDA17. They suggested that
the “four-for-one” approach would be particularly important for FCSs where public-private
collaboration and participation by IFC is critical for unlocking barriers to business growth and in
IDA blend and graduating countries where the further use of IBRD lending or guarantees, and
IFC support could help leverage private investment, and where a coordinated approach is critical
to ensure a smooth graduation transition. They noted that optimizing WBG synergies will also
be fundamental for strengthening support for transformative projects in IDA countries.

36. IDA17 Policy Commitments. Participants endorsed Management’s proposal to
maximize enhanced IDA-IFC-MIGA synergy for clients as follows:
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» Joint Implementation Plans in IDA countries. Participants welcomed Management’s

commitment to carry out WBG Joint Implementation Plans during IDA17 in at least 20
IDA countries (of which at least 10 are FCSs), including joint frameworks to measure
results; and carry out a systematic assessment of implementation and results by the IDA17
Mid-Term Review and in the IDAL17 Retrospective. The plans will focus on tackling
constraints and catalyzing private sector financing for key sectors and industries in
individual countries and are expected to generate spillovers in the form of knowledge
transfer, job creation, revenue generation and market stimulus. Participants emphasized
that the Joint Implementation Plans should be customized to reflect country priorities,
opportunities and constraints and bring together the range of WBG instruments and
approaches. While the sectoral focus of each plan will vary, they can cover a wide range of
sector priorities, including: (i) support for sustainable cities/green buildings and climate
change adaptation, including the planned expansion of the WB-IFC “Lighting Africa
Program” across the African continent and into India; (ii) promotion of partnerships for
sustainable use of natural resources; (iii) support for agribusiness an