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Message from
the President

Prospects in Latin America and the Caribbean are
looking up. Economic activity started to rebound in
2017 thanks to sound domestic policies and enhanced
global economic performance. However, the region
still faces the challenge of preserving recent gains
in poverty reduction, while accelerating economic
growth, strengthening institutions, and mitigating
the impact of natural disasters. Likewise, fast-paced
technological advances are creating opportunities to
improve public service delivery and tackle deeply-
rooted challenges such as low productivity growth
and corruption. In this context we are seeing a surge
of creativity across the region as entrepreneurs seek
to harness the power of technology and innovation
towards addressing some of our most pressing social
and environmental problems.

At the same time, accelerating steps to meet the
ambitious targets set out by the Sustainable Develop-

ment Goals (SDGs) is a mounting challenge for the
region, particularly when it comes to mobilizing the
resources needed to finance key actions. Given this
context, it is more important than ever that multilat-
eral development banks (MDBs) like ours maximize
the impact of every development dollar. To this end,
we are launching new financial products in line with
market demand, collaborating with other MDBs to in-
crease the role of the private sector in development,
and strengthening public-private synergies both with-
in the Inter-American Development Bank Group and
the countries where we work.

This ongoing drive for greater value for money
also includes enhancing our focus on results and
the delivery of differentiated solutions in response
to distinct country contexts and emerging develop-
ment challenges in the region. By doing so, we can
improve the mobilization of financing and knowledge
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and channel energy and resources to the areas where
they are needed most, including helping the region
tackle pressing transparency, corruption, and climate
change challenges and supporting increased invest-
ment in innovation and productivity.

Ultimately, the region’s solutions, like its challenges,
do not require a binary response from either the pub-
lic or private sectors. That is why we bring to bear
the collective strengths and complementary capabili-
ties of the IDB Group’s public, private, and innovation
laboratory functions in coordinating with our mem-
ber counties and clients, to add value in the dynamic
world of development finance.

As we work to meet the commitments we pledged
in our Update to the Institutional Strategy for 2016-
2019, the stock-taking and perspective gained through
the Development Effectiveness Overview (DEO) con-
tinues to help us tailor solutions to the development

Development Effectiveness Overview 2018

challenges facing our region. In so doing, we contin-
ue to embed a culture of learning in our institutional
DNA to improve our processes, projects, and finan-
cial instruments. This is one important aspect of what
makes the IDB Group the region’s partner of choice.

President
Inter-American Development Bank Group
Washington, DC, July 2018

Xi



Executive
Summary

Each year, in its Development Effectiveness Over-
view (DEO), the Inter-American Development Bank
Group (IDBG)' reflects on the results of the interven-
tions it supports to learn what is and is not work-
ing in meeting the development challenges of Latin
America and the Caribbean. This annual stock-taking
exercise serves as an important input in identifying
future actions that will drive the IDBG toward its stra-
tegic goals in serving the region and improving its
own operations. DEO considers how changes in the
regional context as well as the broader development
landscape are likely to affect the success of efforts
to meet the region’s development needs in order to
adapt accordingly.

The vast ambition of the Sustainable Development
Goals (SDGs), coupled with a growing focus on pro-
viding value for money among diverse development
stakeholders, has generated an ever more pressing
need for the IDBG to achieve more with less. This
means bringing to bear the collective strengths and
complementary capabilities of the IDBG’s public,

private, and innovation laboratory functions to ad-
dress the spectrum of development needs in Latin
America and the Caribbean. While delivering value
for money is a longstanding commitment at IDBG,
collaboration among multilateral development

8.3 million people benefited from
targeted anti-poverty programs

1. The IDBG consists of the Inter-American Development Bank (IDB), IDB Invest (as the Inter-American Investment Corporation was
rebranded in 2017), and the Multilateral Investment Fund (MIF). While the MIF is a fund that is administered by the IDB, information

on MIF operations is presented separately throughout this report due to its distinct business model, priorities, and tools.

Xii
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banks (MDBs) on this topic intensified in 2017 in re-
sponse to a request by the Group of Seven (G-7),
and there are ongoing efforts to harmonize a frame-
work focusing on optimizing and prudently manag-
ing resources; deploying resources in line with man-
dates and priorities; and monitoring, measuring and
achieving development results.

Delivering value for money requires regularly re-
evaluating how the IDBG operates to best address the
shifting realities in an exponentially changing world.
It also requires well-established feedback loops that
allow Management to make decisions and continu-
ous improvements based on the latest data in terms
of designing, implementing, monitoring, and final-
izing projects. As part of its efforts to deliver value
for money in 2017, IDBG launched new lending instru-
ments, collaborated with other MDBs on approaches
to measure private sector additionality, strengthened
public-private synergies, and increased its mobiliza-
tion of private finance. IDBG also maintained its focus
on the achievement of development results, which is
at the core of value for money.

Progress in achieving SDG targets is a key mea-
sure of results and in Latin America and the Carib-
bean this progress varies by country and even within
countries. As both a proactive and a demand-driven
institution, the IDBG’s programming decisions result
from dialogue with countries and clients. This dia-
logue aims to identify opportunities that respond to
country development needs and align with the IDBG’s
strategic priorities established in its Update to the
Institutional Strategy (UIS). These priorities include
three key development challenges that need to be
addressed to preserve and continue to advance de-
velopment gains in the region (social inclusion and
equality; productivity and innovation; and economic
integration), as well as three cross-cutting issues that
must be addressed when working on these challeng-
es (gender equality and diversity; climate change
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60,000 professionals trained
or assisted in economic integration

and environmental sustainability; and institutional
capacity and the rule of law).

In 2017—the second year since the SDGs were
launched—the IDBG continued to step up its efforts
to support countries and clients in implementing the
SDGs. Over the past two years, the IDBG has support-
ed a range of results, including: more than 8.3 million
beneficiaries of targeted anti-poverty programs; more

than 900,000 micro, small, and medium enterprises

financed; more than 60,000 professionals trained or

assisted in economic integration; more than 600,000

women beneficiaries of economic empowerment ini-

tiatives; and 470 subnational governments benefited

by citizen security projects.

As each country in the region advances its SDG pri-
orities, integrated approaches that recognize the inter-
connectedness of development challenges are an im-
portant strategy to address gaps. There are a number of
specific areas where IDBG should continue or increase
efforts to support the region’s development progress.
First, in light of recent upticks in poverty rates and re-
maining gaps in access to quality services, the IDBG
must continue its efforts to support programs that
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lead to sustainable improvements in socioeconomic
outcomes, while mainstreaming the inclusion of gen-
der and diversity considerations throughout its opera-
tions. Second, IDBG must enhance efforts to support
the region’s use of technology and innovation to im-
prove productivity and competitiveness. Third, ongo-
ing attention to bolstering regional economic integra-
tion to improve the export, productivity, and growth
prospects of the region’s economies remains critical
as the global backlash against globalization grows.
Fourth, continuing IDBG’s successes in mainstream-
ing climate change and sustainability considerations
throughout its operations is important to helping the
region meet the ambitious SDG targets in these areas.
Finally, efforts to strengthen institutions remain critical.
Strong institutions are an essential ingredient for the
region’s development—from enhancing public services
and improving domestic resource mobilization to tack-
ling corruption and strengthening capacities to design
and implement public-private partnerships.

Beyond the areas in which the IDBG works, the
IDBG must also focus heavily on the way it carries
out its work to maximize the development benefit
for each dollar invested and ensure that projects
meet their targets. To this end, the IDBG Develop-
ment Effectiveness Framework (DEF) includes a set
of tools to support the operational process through-
out the project lifecycle. When projects are being
designed, these tools help determine the project’s
relevance and expected development impact and
ensure the evaluability of operations. During imple-
mentation, these tools help monitor execution to
identify problems as they arise to facilitate course
corrections where needed. After completion, project
closeout reports help systematically collect findings
on whether a project met its targets and achieved
the desired development goals.

After nearly 10 years of implementing the DEF,
experience shows that the IDBG has been success-
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900,000 micro, small, and
medium enterprises financed

ful in developing projects with increasingly robust
design and has improved how it identifies factors af-
fecting successful project execution. However, the
IDBG is experiencing evaluability challenges dur-
ing project monitoring and reporting, as well as in
the external validation process for project closeout
reports. This is largely due to the fact that opera-
tions that are currently in execution, or are closing,
were designed in the early stages of the DEF when
teams’ abilities to design evaluable projects, as well
as their familiarity with the DEF guidelines, were less
advanced. While there is room for improvement in
the systematic extraction of lessons learned from
projects across the IDBG and their subsequent ap-
plication to the design of future operations, IDB, IDB
Invest and the MIF each made progress on aspects
of the DEF in 2017.

At IDB, Management and the Office of Evaluation
and Oversight (OVE) jointly agreed on a set of prin-
ciples and guidelines to harmonize the criteria for
evaluating projects at completion. As these guide-
lines were approved in early 2018, Project Comple-
tion Reports (PCRs) produced in 2017 were pre-
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pared following previous guidelines, whereas OVE
assessed these PCRs based on the updated guide-
lines. As a result, there were substantial discrepan-
cies between Management’s and OVE’s ratings for
these PCRs, which are expected to be gradually re-
duced in the coming years.

In the second year of deploying the reinforced
DEF tools for IDB Invest, various enhancements
were made, including fine-tuning the guidelines for
the Development Effectiveness Learning, Tracking,
and Assessment (DELTA) tool, implementing a new
systematic monitoring approach to standardize how
project performance is tracked across the portfolio
in terms of development impact, and developing the
online Development Effectiveness Analytics system
to organize and classify project lessons learned and
facilitate their incorporation into future operations.

The MIF launched a strengthened Results Frame-
work and Development Effectiveness Approach in
2017, in line with its role as an innovation lab for the
IDBG. In addition, as part of efforts to gain efficiencies
and maximize IDBG synergies, the MIF began work-

600,000 women benefited from
economic empowerment initiatives
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ing with IDB Invest to use the DELTA architecture to
create a tool tailored to the renewed MIF mandate.
As such, this new tool was designed with a deeper
focus on assessing project innovation and scale po-
tential, aiming to ensure that project selection and
design reinforce the MIF’s guiding principles.

While project closeout reports help document the
success of completed projects, impact evaluations
(IEs) go deeper, allowing development practitioners
to assess whether an outcome on a given popula-
tion is attributable to a specific development pro-
gram or project. Efforts to build a culture of IE at
the IDBG continue to bear fruit with diverse teams
throughout the IDBG—including infrastructure, nat-
ural resources, and climate change—implementing
I[Es to expand the knowledge frontier in these fields.
Although the number and findings of IEs continue to
be higher in the social sector, the IDBG is establish-
ing partnerships with other organizations to share
evaluation methodologies in less explored fields and
grow the use of big data in project evaluations. As
with project closeout reports, the IDBG is increas-
ingly relying on the findings of IEs to inform the de-
sign of new operations.

A final aspect of monitoring the effectiveness of
the IDBG involves tracking the achievement of its stra-
tegic objectives as laid out in the UIS. The IDBG’s Cor-
porate Results Framework (CRF) is the primary tool
to carry out this purpose, providing information about
the IDBG’s contributions to development in the re-
gion and the efficiency and effectiveness with which
it works. While it is impossible to capture all aspects
of the IDBG’s work in a single set of indicators, the
CRF provides insights about key contributions to de-
velopment in the region as well as strengths and gaps
in institutional performance through its three distinct
levels of indicators.

The Regional Context indicators highlight the re-
gion’s long-term development progress with respect to
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the IDBG’s strategic priorities. Progress on these indica-

tors in 2017 reinforces the continued relevance of the
development challenges identified in the UIS. Although
the region experienced a slight return to growth in 2017,
countries continue to face important structural chal-
lenges to addressing the region’s development needs.
Poverty and inequality remain critical challenges, the
region’s technology gap is at risk of increasing, regional
integration initiatives remain fragmented, and strong in-
stitutions are needed to address the development chal-
lenges of the day and inspire citizen confidence.

At the Country Development Results level, indi-
cators provide aggregate data on outputs and out-
comes supported by projects financed by the IDBG.
At this level of the CRF, the indicators capture re-
sults achieved by projects in the portfolio. Progress
on these indicators is highly dependent upon pro-
gramming decisions by the IDBG and its borrowing
member countries and clients, as well as the time
required for projects to be executed and generate
measurable results. The majority of these indicators
are on track. In several cases (such as beneficiaries
of targeted anti-poverty programs) the expected

results for 2016-2019 have already been surpassed.
However, four indicators are currently not on track
to meet the expected results for 2016-2019, includ-
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470 subnational governments
benefited from citizen security
projects

ing students benefited by education projects, ben-

eficiaries receiving health services, beneficiaries of

improved management and sustainable use of natu-

ral capital, and MSMEs financed. When project ex-

ecution affects the trajectory of the indicators, IDBG
works with countries and clients to identify and ad-
dress causes for execution delays.

The IDBG Performance Indicators measure how
the IDBG supports countries and clients in achieving
results through each of its operational guiding prin-
ciples. Several of these indicators are on track, show-
ing improvements over the baseline or a current value
close to the 2019 target. For example, the percent-
age of IDB operations meeting the target prepara-
tion time has increased substantially over the last four
years, surpassing its 2019 target. However, there are
two areas where both IDB and IDB Invest are falling
short of their respective 2019 targets: the percentage
of operations with satisfactory development results at
completion (as assessed by OVE) and the percentage
of mid- and senior-level staff who are women. There
are other indicators for which one of the institutions
is off track: the percentage of lending to small and
vulnerable countries (IDB Invest), the percentage of
operations with high environmental and social risks
rated satisfactory in the implementation of mitiga-
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tion measures (IDB), and the mobilization volume of
non-sovereign guaranteed (NSG) financed projects/
companies (IDB Invest). For many of these indicators,
the IDBG is already scaling up efforts to advance to-
ward the established targets and avoid falling short.
In addition, while no target has been established for
the performance of technical cooperation operations,
a decline in the value of the related indicator from
2016 to 2017 indicates that action may be needed to
adjust course and ensure that project teams are fully
equipped with the tools and awareness necessary to
optimize the prospects for satisfactory technical co-
operation performance.

The CRF and the IDBG’s suite of development ef-
fectiveness tools remain critical in fostering a culture
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of results across the IDB Group. Drawing on lessons
from the last decade, the IDBG recognizes the impor-
tance of effective feedback loops that allow for con-
tinuous improvements. These feedback loops and the
culture of learning discussed throughout the DEO are
a vital part of what makes the IDBG an effective devel-
opment partner for the region.

As always, the DEO aims to serve as a gateway to
knowledge and resources about the IDBG’s devel-
opment effectiveness. Readers can dig deeper into
the topics discussed using the many links included
throughout this publication, including the develop-
ment effectiveness homepages of the IDB and IDB
Invest, as well as the CRF website.
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INAPA Water and Sanitation Investment

Program, Dominican Republic

(

)

Introduction

Each year, in its Development Effectiveness Overview
(DEO), the Inter-American Development Bank Group
(IDBG)' reflects on the results of the interventions it
supports to learn what is and is not working in meet-
ing the development challenges of Latin America and
the Caribbean. This annual stock-taking exercise serves
as an important input in identifying future actions that
will drive the IDBG toward its strategic goals in serving
the region and improving its own internal operations. It
considers how changes in the regional context as well
as the broader development landscape are likely to af-
fect the success of efforts to meet the region’s devel-
opment needs in order to adapt accordingly.

Agqility and innovation are critical today, with new
actors entering the development space and new tech-
nologies and business models accelerating the rate of
global change. This shifting landscape also reflects
the greater convergence of the business and devel-
opment worlds, in line with growing corporate and

investor interest in achieving social value along with
financial returns. Companies are realizing that staying
competitive and growing now and in the future means
looking beyond short-term gains and toward address-
ing salient economic, social, and environmental chal-
lenges that affect both their business and society.
Leading businesses are embracing the Sustainable
Development Goals (SDGs) and the Paris Agreement
not only as a responsibility, but as a roadmap to po-
tential market opportunities worth up to $12 trillion
by 2030.? The IDBG needs to be ready to respond
to these evolving circumstances with development
solutions that address the latest challenges, acceler-
ate progress toward meeting the SDGs, leverage new
technologies and partnerships, and reflect learning
from past experience and best practices.

Within this dynamic context, Latin American and
Caribbean countries continue to face challenges in
improving social inclusion and equality, accelerat-

The IDBG consists of the Inter-American Development Bank (IDB), IDB Invest (as the Inter-American Investment Corporation was

rebranded in 2017), and the Multilateral Investment Fund (MIF). While the MIF is a fund that is administered by the IDB, information

on MIF operations is presented separately throughout this report due to its distinct business model, priorities, and tools.

The estimate is based on a 2017 analysis by the Business and Sustainable Development Commission focusing on inclusive

market opportunities in four areas: energy, cities, food and agriculture, and health and well-being.
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ing productivity and innovation, and enhancing eco-
nomic integration. An increase in growth globally and
in many countries in the region was a positive sign in
2017. However, the overall pace of growth continues
to be slow and poses a risk to continued advances
in social dimensions and improving productivity. At
the same time, the region continues to face an infra-
structure gap that requires an estimated $120 billion
to $150 billion in additional investment per year (Ser-
ebrisky et al., 2015). Furthermore, devastating natural
disasters and corruption scandals shook many parts
of the region in 2017, with the latter affecting trust in
government as well as productivity. Global uncertain-
ty regarding trade, among other areas, also continued
to present risks for the region’s economies, underlin-
ing the importance of regional economic integration.
In spite of common challenges, the region remains
heterogenous—both among and within countries.
National poverty rates vary widely—from less than
10 percent to more than 60 percent.® Inside national
borders, the largest and more dynamic economies of
the region often hide the greatest disparities, making
attention to asset and income inequality in the region
crucial to meeting the SDGs. Heterogeneity in the re-
gion goes beyond rates of poverty and inequality. So-
cial challenges and vulnerabilities vary widely—from
crime and violence and insufficient access to basic
services to external financial shocks and threats stem-
ming from climate change and natural disasters. For
example, the 2017 hurricane season highlighted the
tremendous vulnerability of the Caribbean region to
natural disasters, underscoring its particular need for
enhanced economic resilience to this type of shock.
As the leading source of development financing
for the region, the IDBG tailors its responses and
solutions to the distinct and dynamic contexts and

needs of each borrowing member country and client.
This includes, for example, going beyond supporting
access to basic services—such as health, education,
and infrastructure—to improving the quality of ser-
vices in a culturally competent and sustainable way
throughout diverse contexts. The benefits of techno-
logical innovations must also be brought to bear on
the range of development challenges in the region—
from integrating smart phones into public health
solutions and employing automation to improve
productivity to using blockchain to strengthen agri-
cultural supply chains and combat corruption.

The IDB Group in 2017

The year 2017 was also marked by an ongoing evolution
at the IDBG to continue enhancing how it supports the
region. The IDBG further progressed in coordinating ef-
forts across its institutions to address the region’s devel-
opment challenges, including by continuing to diversify
offerings in response to country and client needs—in
terms of the focus areas of project interventions and
types of instruments deployed, as well as in terms of
how operations were structured and carried out.

In this second year of implementing the Update to
the Institutional Strategy (UIS), approved in 2015, the

IDBG remained focused on the key priorities of the
strategy, including the three development challenges
of social inclusion and equality, productivity and inno-
vation, and economic integration, as well as the three
cross-cutting issues of gender equality and diversity,
climate change and environmental sustainability, and
institutional capacity and rule of law. It also remained
committed to supporting countries in implementing
the 2030 Sustainable Development Agenda and other

global priorities.

3. IDB estimates on poverty rates are based on data from National Statistics Offices. See IDB’s Sociometro database.
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At the same time, the IDBG engaged in a number
of efforts to continue to enhance the value it brings
to all stakeholders through efforts to achieve de-
velopment results in an efficient and cost-effective
way. This ranged from undergoing internal reforms
and process improvements to supporting high-level
discussions on global financial governance and col-
laborating with other multilateral development banks
(MDBs) on an approach to tracking and enhancing
value for money. One important step to enhancing
value for money at IDB was the transfer of the assets
and liabilities of the IDB’s Fund for Special Opera-
tions into its Ordinary Capital resources in order to
make its concessional assistance sustainable as well
as to strengthen the IDB’s lending capacity. The IDBG
also continued to increase its use of partnerships and
resource mobilization, as the region’s needs go far
beyond the capacity of a single development partner
such as the IDBG.

In addition to collaborative efforts across the
Group, the IDB, IDB Invest, and the MIF also advanced
their individual efforts to better support the region in
2017. At IDB, for example, a new lending instrument—
Special Development Lending—was approved to help
borrowing member countries address macroeconom-
ic crisis conditions. Three loans were also approved
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under a new policy and guidelines for Loans Based
on Results, which disburse funds based on results
achieved on a predefined set of indicators (see Chap-
ter 1 for more information).

At the end of the second year since the consoli-
dation of the IDBG’s private sector activities, IDB In-
vest has successfully evolved from being a plan to
becoming an agile and client-focused institution, as
demonstrated by its capacity to manage and pro-
mote change while sustaining an unprecedented level
of operational activity ($3.2 billion) and effectively
mobilizing $4.5 billion in private sector resources for
development projects in 2017. The Operational Excel-
lence Initiative continued to gain ground throughout
the year, aiming to ensure greater efficiency and client
focus across the organization.

In 2017, the Multilateral Investment Fund (MIF) re-
ceived formal commitments for a third cycle of op-
erations running until 2023, with a renewed mandate
and a strengthened role as the IDBG’s innovation lab-
oratory for advancing private sector-led solutions to
the development challenges of the region. Under its
renewed mandate, the MIF will continue to identify,
test, and pilot innovative ways of achieving a social
and economic impact, particularly for poor and vul-
nerable groups.


https://www.iadb.org/en/about-us/strategies,6185.html
https://www.iadb.org/en/about-us/strategies,6185.html
http://www.un.org/sustainabledevelopment/development-agenda/
https://www.iadb.org/en/research-and-data/poverty,7526.html

The 2018 Development
Effectiveness Overview

The 2018 DEO reflects on the IDBG’s efforts to serve
as an efficient, effective, and results-driven institu-
tional group that can support the efforts by public
and private sector clients in Latin America and the
Caribbean to overcome their main development chal-
lenges in a constantly changing world.

Chapter 1 explores the IDBG’s performance in striv-
ing for value for money, including collaboration with
other MDBs to develop a common value for money
framework as well as work on corporate priorities that
support effective and efficient development.

Chapter 2 looks at how the IDBG provides tailored
support to countries to address their specific devel-
opment challenges, reporting progress on selected
indicators from the IDBG’s Corporate Results Frame-
work (CRF), and citing project case studies. It also
highlights key efforts in 2017 to support the SDGs.

Chapter 3 focuses on the IDBG’s Development Effec-
tiveness Framework (DEF), which covers the entire
project lifecycle and was designed to achieve devel-
opment results in an efficient and cost-effective way.

Chapter4 discusses the IDBG’s use of impact evalutions
to generate and share knowledge about what works and
does not work in development, highlighting the results
of evaluations completed and in implementation in 2017.

Chapter 5 presents highlights from progress on the
CRF indicators in 2017, reviewing the degree to which
the IDBG is on track to meet the CRF targets and ex-
pected results and highlighting areas where action
may be needed to address lagging performance.

As always, the DEO aims to serve as a gateway to the
IDBG’s development effectiveness resources. Read-
ers can dig deeper into the topics discussed through
the many links included throughout the publication,
including the development effectiveness homepages
of the IDB and IDB Invest, and the CRF website.

Montevideo Sanitation Program (PSU V)
Supplementary Financing, Uruguay
(UR-L1063)
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http://www.iadb.org/en/office-of-strategic-planning-and-development-effectiveness/development-effectiveness,1222.html
http://www.iic.org/en/who-we-are/development-effectiveness-iic
http://crf.iadb.org
https://www.iadb.org/en/project/UR-L1063

Urban Transport in Lima,

Peru (

)

CHAPTER 1.

Delivering

Value for Money

Maximizing the impact of each dollar invested in
development has never been more important than
it is today. The vast ambition of the 2030 Sustain-
able Development Agenda, coupled with a grow-
ing focus on providing “value for money” among
diverse development stakeholders, has generated
an ever more pressing need for institutions like the
IDBG to achieve more with less. This means bring-
ing to bear the collective strengths and comple-
mentary capabilities of the IDBG’s public, private,
and innovation laboratory functions to address the
spectrum of development needs in Latin America
and the Caribbean.

While a drive for value for money has long been at
the heart of the operating models of the IDBG insti-
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tutions, over the past decade the IDBG undertook a
series of unprecedented reforms to transform its so-
lutions and the value it delivers to countries and cli-
ents in fundamental ways. These reforms have aimed
to foster a results-oriented culture and efficient use
of resources, while making a systemic positive impact
on the development of the region. As shown in Figure
1.1, they include a major overhaul of the IDB’s organi-
zational structure in 2007, new mandates as part of
IDB’s Ninth General Capital Increase (IDB-9) in 2010,
a “Renewed Vision” for private sector activities that
culminated in the 2016 consolidation of the IDBG’s pri-
vate sector operations, and a renewed mandate and
guiding principles for the MIF in 2017 as part of the
replenishment process.


https://www.iadb.org/en/project/PE0187

Figure 1.1 Key Milestones in IDBG’s Pursuit of Value for Money

2016

Private Sector
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improve effectiveness and
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private synergies.

efficiency.
| |

‘ ‘
IDB-9 MIF 7
Introduced wide-ranging Replenishment
reforms, including improve- Approved
ments to results measure- Introduced a renewed man-
ment tools, safeguards date and guiding principles
mechanisms, resource to strengthen the MIF’s role
management processes, as the IDBG’s innovation lab
and operational instru- for advancing solutions led
ments. by the private sector.
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These reforms and many others led to an increased
focus on results and accountability within the IDBG, as
well as improvements in a wide range of business pro-
cesses. For example, the consolidation of the IDBG’s
private sector operations set a path toward a signifi-
cant culture change at IDB Invest, aiming to achieve a
culture that is client-centered, excellence-driven, and
capable of maximizing impact and ensuring financial
sustainability. A key driver of this transformation is the
Operational Excellence Initiative, which gained solid
ground in 2017 by launching new workstreams and
establishing more efficient ways for cross-functional
teams to work together in each sector. The expect-
ed changes envisaged when the consolidation was
agreed have begun to materialize as the demand for
IDB Invest’s lending has grown, private sector mobi-
lization has increased, and a number of projects have
received external recognition for their level of qual-
ity and innovation.* Going forward, there are contin-
ued opportunities to improve how the IDBG operates
across a wide range of areas explored in this DEO—

from responding to client demands for more flexible
processes and instruments to systematizing the use of
lessons learned in designing new projects.

A Call to Action

Value for money took center stage in many MDB dis-
cussions in 2017 following a request by the Group of
Seven (G-7) countries that MDBs work together to
develop a common value for money framework, in-
cluding the additionality of their investments with
the private sector.® The G-7 call heightened ongoing
MDB collaboration on value for money, leading to a
common framework that will be finalized in 2018. The
framework focuses on a series of eight components,
supporting MDB objectives to optimize and prudently
manage resources, deploy resources in line with man-
dates and priorities, and achieve and measure devel-
opment results. Box 1.1 highlights some of the main
ways that the IDBG strives to provide value for money
for its shareholders along each component.

Value for money involves
delivering development results,
while optimizing and prudently
managing resources.

4. DB Invest received external recognition through various awards in 2017, including four projects recognized by [JGlobal as the

most outstanding of the year in their respective areas of work. See press release for more information.

5. See the G-7 call for more concrete actions to develop a common approach for value for money.
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http://www.iic.org/en/media/news/four-idb-invest-infrastructure-projects-are-recognized-among-best-2017-ijglobal#.W0oEblVKipo
http://www.g8.utoronto.ca/finance/170513-communique.html

BOX 1.1

IDBG Value for

Money Highlights

This box presents highlights of the IDBG’s work on each of the eight components
of the common MDB value for money framework that is under development.

Resource optimization and financial sustainability
The IDBG has implemented concrete actions on all five areas of
the Group of Twenty (G-20) MDB Action Plan to Optimize Balance

Sheets to increase lending without substantially increasing risks or
damaging credit ratings.?

Corporate cost management

The IDBG worked to decrease operating costs where possible
without compromising development results, such as by optimizing
the workforce, simplifying processes, and monitoring the costs to
manage the portfolio.

Strategic alignment of resources

The IDBG’s new approvals are aligned to the UIS strategic
priorities, which include social inclusion and equality,
productivity and innovation, economic integration, gender
equality and diversity, climate change and environmental
sustainability, and institutional capacity and rule of law.

$1.7

billion in capital was
freed through exposure
exchange agreements

2017 approvals across
IDBG included

billion of climate finance

a. A key milestone in 2017 included the transfer of the assets and liabilities of the IDB’s Fund for Special Operations into the
IDB’s Ordinary Capital resources. Another notable action was the implementation of exposure exchange agreements with

other MDBs to diversify portfolio exposures and increase IDB’s lending space.
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82% 64%

of IDB loans of IDB Invest
operations

Management of operations

Throughout a project’s execution period, the IDBG
monitors project performance against targets and
identifies opportunities to take corrective action,
where needed, to keep projects on track.

6 7 % had satisfactory

performance during
of MIF investment  execution.

operations

Mobilization of finance
The IDBG uses a range of programs and financial instruments to

attract private resources to projects that contribute to development.

80% Q2%

IDB Invest

of high-risk projects had
satisfactory implementation
of mitigation measures.

IDBG blogs attracted

million unique readers
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Standards

IDB and IDB Invest have safeguards and standards to
identify, mitigate, and monitor environmental, social,
and governance risks associated with the projects
they support.

Results
IDBG’s Development Effectiveness Framework supports its focus
on driving toward results at all stages of the project lifecycle.

Policy dialogue, convening, and knowledge
The IDBG builds partnerships, generates and disseminates
knowledge and expertise, and shapes policy in the region
through activities such as facilitating public-private
partnerships, conducting research and impact evaluations,
and convening Regional Policy Dialogues.
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http://www.g20.utoronto.ca/2015/Multilateral-Development-Banks-Action-Plan-to-Optimize-Balance-Sheets.pdf
http://www.g20.utoronto.ca/2015/Multilateral-Development-Banks-Action-Plan-to-Optimize-Balance-Sheets.pdf

The eight components of value for money in the
MDB common framework—which is under develop-
ment—are aligned with IDBG priorities, including its
operational guiding principles, which range from ad-
dressing client needs and striving for effectiveness
and efficiency to building stronger partnerships and
promoting knowledge and innovation. In 2017, par-
ticularly salient progress was made in releasing new
instruments to respond to demand, collaborating with
other MDBs on approaches to measure private sector
additionality, strengthening public-private synergies,
and crowding in private finance.

Innovating IDBG Product Offerings

The IDBG’s efforts to evolve with the region to offer
new products and services in line with changing client
needs are crucial to the Group’s continued status as a
partner of choice for its borrowing member countries
and private sector clients. Just as the focus areas of
project interventions must be tailored to the specific
context and needs of each country, solutions must
also be differentiated in terms of offering an array of
instruments that address distinct borrower and client
priorities. The IDBG carried out a number of efforts in
this vein in 2017.

To meet countries’ differentiated and evolving
needs in terms of types of financing, IDB rolled out
a new lending instrument in 2017—Special Develop-
ment Lending—to help borrowing member countries
address macroeconomic crisis conditions through the
provision of budgetary support that can be dedicated
to such efforts as strengthening institutional reforms,
protecting funding for social programs, and facilitating
credit access for small and medium enterprises (SMES).
In addition, new guidelines were approved for the Con-
ditional Credit Line for Investment Projects instrument,
which was enhanced to strengthen its multisector ap-
proach. Three loans were also approved under the
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newly created results-based instrument (“Loans Based
on Results”), which disburses funding to recipients
upon achievement of a predefined set of results indica-
tors. For example, for a project in Uruguay (UR-L1141)
that is aimed at improving student learning, disburse-
ments are tied to indicators such as the percentage
of students using a platform to support mathematics
learning and the percentage of students exceeding a
certain score on an English exam. This new instrument
was rolled out in response to strong country interest
in a results-based instrument and offered a number of
enhancements over the previous performance-driven
loan that had been piloted years earlier.

In 2017, IDB Invest continued to develop new
products, such as guarantee bonds and B-Bonds,
in line with evolving client demand and prevailing
market practices. Considerable progress was made
in enhancing and standardizing partial credit guar-
antees, bond subscriptions, and structured financ-
ing products. The securitization of project debt and
placement of issuances on private markets through
B-Bond structures allows IDB Invest to attract in-
stitutional investor participation, especially in in-
frastructure projects (see Box 1.2 on page 18 for an
example of a B-Bond issued through the Campo
Palomas project in Uruguay). Similarly, local curren-
cy lending has more than tripled, increasing from 10
percent of projects approved in 2015 to 33 percent in
2017. New products are also being introduced related
to trade and supply chain finance, such as reverse
factoring, which provides working capital financing
to micro, small, and medium enterprises (MSMEs) by
utilizing the risk profile of anchor firms to offer better
financing terms to their suppliers. Incorporating fin-
tech solutions into supply chain products also helps
reduce the processing time and delays in the receipt
of funds. For example, IDB Invest approved a line of
credit (12134-01) to provide the mostly MSME suppli-
ers of Axtel, a Mexican telecommunications compa-
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Just as the focus areas of project
interventions must be tailoreo

to the specific needs of each
country, instruments must also be
differentiated to address distinct
borrower and client priorities.

ny, with working capital financing through EFactor, a
fintech company. This is the second reverse factoring
facility approved by IDB Invest, which is aiming to
consolidate this product in Mexico and replicate the
solution in other regional markets. Finally, recently
introduced gender and climate performance-based
loan incentives signal IDB Invest’s commitment to
working with clients on these key priorities.

The MIF has also been experimenting with new ways
to deploy its mixed toolkit of grants, equity, and debt
to better meet the needs of its client organizations,
particularly early-stage enterprises that seek to ad-
dress social and environmental needs and that strug-
gle to access appropriate capital. For example, the MIF
is structuring reimbursable grants to provide startups
with a risk-sharing mechanism that incentivizes experi-
mentation with business models that have a compelling
social or development impact. A project in Paraguay
is underway with a company that is testing a public
transportation intelligence system to reduce traffic
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and improve user experience (PR-T1229), whereby the
repayment obligation is contingent on the enterprise’s
success. On the investment side, the MIF is piloting
more flexible tools, including the use of revenue-based
loans to support innovative market solutions in the ini-
tial stages of commercialization, such as a new proj-
ect in the Dominican Republic with a fintech company
that provides a marketplace for commercial banks for
factoring services (DR-L1119). The MIF is also begin-
ning to explore an instrument—a “Simple Agreement
for Future Equity”—to finance promising early-stage
companies that have not broken even yet and have the
potential to raise new equity through priced rounds of
investment or liquidity events in the future. These new
financial instruments and others are being tested with
a group of 17 projects approved in 2016-2017. Adapting
traditional legal agreements and project structures to
these new product offerings has been challenging, and
the MIF continues to learn and finetune its approach.
Complementing these operational efforts, the MIF
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published a report in 2017 entitled Innovations in Fi-

nancing Structures for Impact Enterprises, highlighting

16 cases across the region.
Ensuring Additionality

At the core of IDBG’s mission is ensuring that it brings
value to its clients. The IDBG provides critical finan-
cial and non-financial inputs to clients and projects
to help them achieve objectives and improve the de-
livery of the expected results. This additionality may
take one of two broad forms. Financial additionality
refers to the provision of financing that is not available
or is scarce in the market from commercial sources
on reasonable terms and conditions (such as local
currency financing and extended tenor financing), as
well as the mobilization or crowding in of addition-
al resources from others. Non-financial additionality
takes many forms and refers to the IDBG’s role in add-
ing value by mitigating risk (such as regulatory and in-
stitutional risks for investors) and providing support to
important and innovative areas (such as contributing
to tangible improvements in gender equality within a
client corporation).® See Figure 1.2 for a deeper look at
IDB Invest’s additionality framework.

While both the public and private sector arms of
the IDBG place emphasis on additionality, at IDB In-
vest, a commitment to additionality is part of its
founding charter. Since its inception, IDB Invest’s par-
ticipation in a deal has required the deal to provide

terms and conditions better than those available in
the market, with an aim of complementing rather than
crowding out the private sector. As part of the proj-
ect approval process, IDB Invest evaluates both the
expected development impact and the additionality
of every operation—and whether those outcomes are
likely to be achieved without IDB Invest financing or
how IDB Invest’s participation can improve or ensure
the achievement of results in a more sustainable fash-
ion. Chapter 3 presents details on the scoring process
and results from 2017.

The IDBG is well-positioned to offer additionality
given its ability to reduce risk or the perception of risk
among project stakeholders. In particular, the IDBG
brings a deep understanding of the political context
in its borrowing member countries, preferred creditor
status, and a reputation as a reliable and informed in-
vestor in the region—all of which bring a level of com-
fort to project stakeholders. The IDBG’s development
mandate also means that IDBG financing incorporates
the delivery of public goods, such as capacity build-
ing, or adherence to environmental, social, and gover-
nance standards.

A new IDB Invest wind project in Argentina, La
Castellana (12063-01), exemplifies how the IDBG pro-
vides additionality to its clients on different fronts.
IDB Invest financing was provided in the context of
the first public auction held by the national company
that regulates wholesale energy to develop the Ren-
oVAR renewable energy program. Leading up to the

6. This work on additionality builds on the 2012 agreement by various MDBs, MDB Principles to Support Sustainable Private

Sector Operations, which states: “MDB support to the private sector is considered to have additionality when it contributes

value beyond what is available in the market commercially on reasonable terms, and does not crowd out the private sector.

Additionality may include financial and/or non-financial elements which are essential to deliver expected development out-

comes, which would not have been expected to occur without MDB involvement or mitigate risks that would have not been

addressed without that involvement.” Since 2017, the MDBs have been collaborating on additionality best practices in private

sector operations.
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Figure 1.2 IDB Invest’s Additionality Framework

Terms and
conditions

Financial
additionality

Terms and conditions: Provision of
terms and conditions not available
from commercial sources, which are
necessary to achieve the project’s
objectives and deliver the expected
results

Resource mobilization: Mobilization
of additional resources (including
B-lenders, co-lenders, other donors,
private investors, and institutional
investors)
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Additionality

Comfort: Mitigation of potential
regulatory and institutional risks to
investors and financiers

Environmental and social outcomes:
Improvements in environmental and/or
social standards or outcomes

Gender equality: Contributions
to tangible, verifiable, and lasting
improvements in gender equality
within the client corporation

Framework: Improved regulatory
framework and/or country context

Capabilities: Improved client or
executing agency capabilities, including
corporate governance, operational
improvements, and helping the client
develop and/or introduce an innovation
or a new product or product line

r— Comfort

Environmental

and social
outcomes

Gender

T equality

b Framework

L Capabilities

Note: See Figures 3.9, 3.10, and 3.11
in Chapter 3 for greater details on
the additionality scores of IDB Invest
projects approved in 2016 and 2017.
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auction, IDB Invest advised the Ministry of Energy on
preparing bidding documents and energy purchase
contracts to ensure the bankability of the projects and
maximize investor participation. La Castellana marked
a milestone for the Argentine financing market, as
this was the first long-term project finance operation
to be closed in the country since 2001, signaling the
important role multilateral financing plays in reignit-
ing financial markets and reassuring private investors.
In addition, IDB Invest mobilized $5 million from the
Canadian Climate Fund for the Private Sector in the
Americas to offer financial incentives to the project
manager, Central Puerto, to implement a comprehen-
sive gender equality program at the company level.

Strengthening Public-Private Synergies

Leveraging public-private synergies to better meet
the region’s needs is an important focus of the IDBG.
The combination of IDB support to the public sector,
IDB Invest efforts to engage the private sector, and
the MIF’s role as an innovation laboratory for testing
new solutions provides unique value added to the
region’s development. In the second year since the
IDBG private sector consolidation, work continued in
2017 to achieve strategic and operational synergies.

At the strategic level, the public and private sec-
tor perspectives were fully integrated into six country
strategies approved in 2017 under the leadership of
each IDBG Country Representative. Tight alignment
with IDBG strategic priorities has also been a guiding
principle in implementing the renewed MIF mandate,
helping to facilitate a path to scale for innovations pi-
loted by the MIF.

At the operational level, the establishment of a new
public-private partnerships (PPP) team in 2017 is gen-
erating concrete cross-collaboration opportunities
in order to provide a continuum of support for both
public and private clients with designing and imple-
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menting PPP projects. For example, the PPP team, in
coordination with IDB Invest, began providing advi-
sory support to Argentina to assist in the design of
contracts and bidding documents for the first PPP
road projects under the country’s new PPP law. After
this experience, the Argentine government requested
further IDBG support for the design of transmission
line projects. In addition, in response to regional de-
mand, the PPP team has started providing technical
assistance in The Bahamas, Bolivia, Brazil, Domini-
can Republic, and Guatemala.

These public-private synergies are also playing out
in new operations. For example, the PPP team to-
gether with the MIF and IDB health specialists imple-
mented a regional program for developing and dis-
seminating PPP methodologies and good practices in
the health sector. This program supports structuring
innovative PPP pilots with governments to validate
this knowledge, with an aim of establishing feasible
investment models for implementation. After training
government officials from several countries in the re-
gion, pilot projects from Colombia, Chile, Paraguay,
and Peru were selected to receive IDBG support. This
program is being jointly financed by the MIF (RG-
T2850) and the IDB (RG-T2723 and RG-T2998), lever-
aging IDBG sector and PPP expertise, with the poten-

tial to generate future social infrastructure financing
opportunities for IDB Invest.

Operational synergies were further fortified
through regular joint pipeline review meetings be-
tween IDB Invest and IDB’s infrastructure teams,
which led to the identification of concrete project op-
portunities around renewable energy in Ecuador and
water in Jamaica, among others. The IDB, IDB Invest,
and the MIF also developed a coordinated approach
to working with financial intermediaries and fintech
companies, core client segments that different IDBG
operations and instruments can support in comple-
mentary ways.
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Likewise, in 2017, the MIF developed new opera-
tional processes and service-level agreements with
IDB and IDB Invest to improve alignment and lever-
age the Group’s wider pool of expertise, resources,
and capacity for scale. The MIF’s new organizational
structure introduced last year also allows for better
coordination with the IDBG regarding programming,
origination, and other functions. To further strengthen
operational synergies, the MIF seeks to better lever-
age its network of entrepreneurial ecosystem partners
to help enhance IDB efforts to address challenges in
the delivery of public sector services.

Crowding in Private Finance

Crowding in private finance is an increasingly critical
aspect of the value IDBG offers. The gap between the
needs of borrowers and the capital available for lending
highlights the critical need for IDBG and other MDBs to
evolve from direct lenders to providers of comprehen-

billion was mobilized by
IDB Invest projects in 2017,
of which $2.05 billion was
direct (core) mobilization.

sive financial solutions, particularly through mobiliza-
tion of public and private sector resources.

To this end, the IDBG has joined forces with other
MDBs to harmonize methodologies to track and ac-
count for mobilization of private investment. Since
2016, the IDBG, along with other MDBs, has been re-
porting on the amount of private resources it mobiliz-
es to respond to the call by the international commu-
nity to scale up finance for development from billions
to trillions to finance the 2030 Agenda and the SDGs.’

IDB Invest mobilizes private finance through non-
sovereign guarantee (NSG) lending instruments such
as A/B loans and guarantees to partner directly with
private sector financiers. In 2017 IDB Invest mobilized
$2.05 billion on behalf of borrowers using $2.4 bil-
lion in its own commitments, thus improving both the
amount mobilized and the leverage ratio as compared
to 2016. IDB Invest mobilized an additional $2.47 bil-
lion indirectly which, when added to the core mobili-
zation, will result in a total of $4.5 billion in catalytic
mobilization. Of the core mobilization, 88 percent
corresponds to private sector investors, which is a
clear signal of IDBG’s commitment to the mandate to
mobilize private sector resources following the con-
solidation of IDB’s private sector lending windows.

By attracting private resources to projects that con-
tribute to development and that would not otherwise
have been possible, IDB Invest supports environmen-
tally and commercially sustainable projects. Box 1.2
highlights the Campo Palomas Wind Farm in Uruguay
which, through an innovative B-Bond structure, was able
to mobilize $135.8 million from institutional investors.

7.  The most recent joint MDB report on private sector mobilization is available here.
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BOX 1.2

Mobilizing Institutional
Investor Support for the
Campo Palomas Wind
Farm in Uruguay

Directing private investment from institutional inves-
tors to support green infrastructure in emerging mar-
kets is a major challenge. Investors have scant data
on the performance history of comparable assets and
little familiarity with the markets. Small markets and
long tenors make the challenges even greater.

IDB Invest aims to address these challenges by
partnering with private investors via its A/B Loan pro-
gram: IDB Invest finances an A Loan, providing the
necessary comfort, expertise, and protection to bring
in private investors to finance the B Loan. This struc-
ture is widely used by MDBs to attract commercial
banking institutions to emerging markets.

The B-Bond, developed by the IDBG, is a product
designed to further diversify the pool of potential

investors and attract institutional investors that can
only invest in securities. In 2017, IDB Invest closed the
second B-Bond mobilized by the IDBG, a 19.5-year
amortizing $135.8 million B-Bond issue, paired with a
$15.1 million loan from IDB Invest, to finance the op-
eration of the 70 megawatt Uruguayan wind farm,
Campo Palomas.?

The B-Bond, which benefits from IDB Invest’s um-
brella, generated high levels of interest from interna-
tional institutional investors, resulting in an oversub-
scription. Five investors bought participation in the
B-Bond, of which four were new to Uruguay and three
were new to the IDB Invest B-Bond program. The B-
Bond also received a green bond certification from
DNV-GL and a Baa3 international rating from Moody’s.

a. The first B-Bond mobilized by the IDBG was for the Reventazon Hydroelectric Plant in Costa Rica in 2013. Campo Palomas

received the Project Finance Deal of the Year award by Bonds & Loans.
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Another way IDB Invest mobilizes commercial fi-
nancing for investment projects is by blending invest-
ments with concessional donor resources, targeted
to address market failures and support high-impact
projects that are too risky to attract commercial fi-
nancing without support. In 2017, IDB Invest closed
nine blended finance investments. One such invest-
ment is a loan to Hidrowarm S.A. (now called Hidro-
normandia S.A.) (EC3902A-01), a hydroelectric power
plant in Ecuador. The contract for the financing of the
plant includes the obligation to adhere to a first-in-
kind adaptive ecological flow management plan,
which aims to mitigate the plant’s potential nega-
tive environmental impact by requiring an increase
in the ecological flow to the diverted reach of the
river if certain biological thresholds (such as target
fish populations) are violated. While the ecological
flow management plan makes the plant more sus-
tainable from an environmental impact perspective,
it also creates operational risk due to lower energy
output that would result from the reduction in water
flow for power generation. This risk is offset by a $10
million subordinated loan financed by the Canadian
Climate Fund for the Private Sector in the Americas.
This concessional portion is supplemented by a $10
million senior loan from IDB Invest, $34 million in B
Loans mobilized by IDB invest, and $24 million from
co-senior lender FMO, the Dutch development bank.

Although the largest portion of the IDBG’s mobili-
zation of private sector resources came through IDB
Invest operations in 2017, MIF and IDB operations also
mobilized external resources. For the MIF, both great-
er resource mobilization and scale are key drivers of
its renewed mandate. While MIF projects are rela-
tively small, they can punch well above their weight
in terms of resource mobilization, especially when it

comes to early-stage funds and other equity opera-
tions. For example, in 2017 the Angel Ventures Pacific
Alliance Fund (RG-Q0026), aiming to finance startup
and scaleup companies in sectors including fintech,
health/biotech, and agtech, reached its first closing at
$40 million (with an eventual target capitalization of
$80 million), mobilizing 10 times the MIF’s $4 million
equity investment from institutional and other private
investors. Overall, in 2017 the MIF mobilized $315 mil-
lion in third-party funding to be deployed across the
region, $130 million of which was from private sourc-
es. With a total MIF approval amount of $84.6 million,
this represents $3.72 of additional funds per dollar ap-
proved.®

In 2017, the IDBG also started actively promoting
the crowding in of private resources through its pub-
lic sector lending, while seeking to better leverage
public-private synergies to support mobilization ef-
forts. Operations designed to attract private invest-
ment already existed within the sovereign guaranteed
(SG) portfolio, so the first step was to develop a poli-
cy to track the amounts of private finance brought to
projects through public sector operations. Currently,
most of this crowding in is achieved through parallel
co-financing, wherein debt, equity, or other consid-
eration is provided by the private sector for the same
project or program, but in parallel to IDB’s resources
rather than through the IDB. Four of the 90 SG loan
operations approved in 2017 (a total of $831 million
in approval volume) are expected to crowd in private
investments totaling $480 million over the course of
their execution. Box 1.3 highlights an example of a
project with parallel co-financing that was in execu-
tion in 2017.

In addition to crowding in the private sector to fi-
nance development projects on a commercial basis,

8. Broken down by instrument, the mobilization ratio was 1.5:1 for grants and 6.4:1 for investments.
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the IDBG partners with public and private entities to
co-finance projects and administer trust funds on be-
half of public and private donors. In 2017, the IDBG
was entrusted to administer $348 million in non-reim-
bursable funds from public and private sources. Anin-
novative initiative approved in 2017 is the United King-
dom Sustainable Infrastructure Program, which aims
to catalyze private sector investment in infrastructure.
With $232 million in funding, the program will provide
a range of instruments—including grants for techni-
cal cooperation and blended finance for loans, equity,
and guarantees—to address barriers to private invest-
ment in sustainable infrastructure in the region and
respond flexibly to borrowing countries’ priorities and
needs. In addition, $2.3 billion was provided by part-
ners for co-financing SG operations approved in 2017.°

A new working group at the IDBG is driving efforts
to scale up efforts to crowd in private finance. Despite
improvements in the level of mobilization from 2016
to 2017, the IDBG is still off track to meet its ambi-
tious CRF target for mobilizing resources through
NSG projects by 2019. Looking forward, the IDBG is
exploring ways to continue to grow the level of mo-
bilization through all of its lending windows, includ-
ing mapping private investment mobilized through
SG operations, adjusting performance management
targets to increase employee incentives to focus on
mobilization, revamping financing modalities with
high mobilization potential such as blended finance
and guarantees, and designing new instruments and
vehicles with the aim to develop new asset classes to
attract institutional investors.

million in private parallel
co-financing is expected for
IDB’s 2017 approvals

billion was provided by

partners for co-financing

SG operations approved
in 2017

million in third-party
financing was mobilized
by the MIF in 2017

9. This amount includes total reimbursable and joint co-financing at the time of Board approval.
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Mobilizing Finance for
Geothermal Energy in
the Eastern Caribbean

The small island nations of the Eastern Caribbean re-
gion face unique challenges in bringing sustainable
low-cost electrical power to their inhabitants. Histori-
cally, these countries have relied on imported fossil
fuel for energy, which is costly in both economic and
environmental terms. In the past, they have been un-
able to pursue other generation options because of
their limited institutional capacity to manage or regu-
late concessions and because small economies leave
little fiscal space for publicly managed projects.

The IDB-led Sustainable Energy Facility for the
Eastern Caribbean (RG-L1071) brings geothermal en-
ergy to address the region’s power needs sustainably
while lowering costs to consumers. An innovative
blended finance structure—which blends IDB ordi-
nary capital with co-financing from the Clean Tech-
nology Fund, Global Environment Facility, and the
Caribbean Development Bank—will allow all of this to
be accomplished without contributing to the coun-
try’s sovereign debt. The Sustainable Energy Facil-
ity manages this feat by blending concessional and
non-concessional public funding—including parallel
co-financing from the European Union Caribbean In-
vestment Facility, United Kingdom Department for
International Development, and the International Re-
newable Energy Agency Abu Dhabi Fund—to de-risk
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the transaction, and mobilizing private investment to
cover the remainder (see Figure 1.3.1).

The program begins by working with govern-
ments—using technical assistance and capacity-
building initiatives where necessary—to create public-
private partnerships (PPPs) with geothermal private
developers. A special purpose vehicle formed as a
PPP assumes the loans without increasing their debt
load or using a sovereign guarantee, hence allowing
more fiscal space. The special purpose vehicle then
initiates geothermal exploration, which requires risky
and large investments in early-stage site assessments
and resource measurements. With the Sustainable En-
ergy Facility, the geothermal special purpose vehicle
receives contingent recovery grants to proceed with
the exploratory drilling, which automatically convert
to loans if the drilling is successful. Finally, for suc-
cessful wells, the Sustainable Energy Facility provides
additional loan financing for the special purpose ve-
hicle to give the countries flexibility in the ownership
structure and ensure favorable rates to consumers.

The program has the potential to leverage more
than $7 per dollar of IDB’s ordinary capital resources
and is expected to reduce greenhouse gas emissions
by 375,930 tons of CO, per year.



https://www.iadb.org/en/project/RG-L1071

Figure 1.3.1 Project Structure for the Sustainable Energy Facility Sources of finance

A. IDB Sustainable Energy Facility, SEF

The SEF structured the overall project by providing a loan and coordinating co-financing through the Caribbean
Developmet Bank (CDB). The financing sources are: $20 million from IDB Ordinary Capital (loan); $3 million from Global
Environment Facility (grant); and $19 million from the Clean Technology Fund (contingent recovery grant).

Parallel B. Parallel co-financing (grants)
co-financing The Caribbean Investment Facility of the European Commision and United Kingdom Department for International
Development (DFID) provided €12 million and $12 million to CDB, respectively.

IQB Parallel
Sustainable co-financing

Energy

Facility
C. Caribbean Development Bank, CDB (loan)

CDB provides technical assistance grants to governments to develop institutional capacity and provides loans and
contingent recovery grants to the special purpose vehicle. The assistance provided amounts to a total of $29 million.

D. Parallel co-financing (loan)
The International Renewable Energy Agency (IRENA)/Abu Dhabi Fund provided $15 million.

Caribbean Governments Private
Development investors E. Private investors (estimated equity)

Bank Private sponsors provided $100 million in equity.

F. Commercial financiers (loan)
Commercial financiers provide additional financing for $300 million.

Intermediaries and beneficiaries

Geothermal . - . L " .
. . i. Local utility: Generation capacity is sold to the local utility, and distributed to consumers.
Special Commercial v pactty Y
I:/Lgrﬂgff LR ii. Consumers: Consumers benefit through lower rates and lower emissions.

Governments form a Special Purpose Vehicle with a private investor to manage the concession through a PPP agreement.

A Special Purpose Vehicle is formed to manage the concession through a PPP agreement and it obtains additional

financing on the market and may be led by a government or by the private sector.

Note: The small Caribbean island nations eligible for support with this project are: Antigua and Barbuda, Dominica, Grenada,

St. Kitts and Nevis, St. Lucia, and St. Vincent and the Grenadines.

22 Inter-American Development Bank Group Development Effectiveness Overview 2018 23



Reflections

Delivering value for money is a continuous effort that
requires regularly reevaluating how the IDBG oper-
ates to best address shifting realities in an exponen-
tially changing world. The IDBG must continue to pro-
vide value for each of its member countries to foster
sustained engagement and an environment in which
each country finds that the results achieved are worth
the resources it invests in the IDBG. Furthermore, it
must have well-established feedback loops that allow
Management to make decisions and continuous im-
provements based on the latest data, both in terms
of designing, implementing, and monitoring projects
and in corporate decision-making.

As noted throughout this chapter, internal tools
and metrics as well as dialogue with other MDBs
help guide the IDBG in identifying opportunities for
continued improvement. In addition, external assess-
ments from shareholder governments, nongovern-
mental organizations, and the IDBG’s own indepen-
dent Office of Evaluation and Oversight (OVE) serve
as important inputs to performance improvement
initiatives. For example, in the case of OVE evalua-
tions, Management develops an action plan for each
Board-endorsed recommendation and implementa-
tion is tracked regularly to ensure that the recom-
mendations are translated into concrete actions like-
ly to yield the intended results.”®

The annual stock-taking exercise carried out to
prepare the DEO also helps the IDBG identify gaps in
performance and areas for improvement. The chap-
ters that follow offer a more detailed look at specific
aspects of the IDBG’s activities, including support
provided to borrowing member countries and clients,
toolkits to foster effective development, results of im-
pact evaluations, and performance against key cor-
porate metrics. In each of these areas, there are con-
tinued opportunities for IDBG to enhance value for
money. For example, the most recent review of Proj-
ect Completion Reports (PCRs) has brought to light
opportunities to enhance the achievement of project
outcomes and impacts. In addition, recent progress
on the CRF indicators revealed continued gaps in the
level of gender parity in mid and senior-level positions
at the IDBG, as well as the need to continue ramp-
ing up efforts to reach small and vulnerable countries
through private sector lending.

At a higher level, improvements to value for money
at IDBG require further enhancements to the IDBG’s
focus on results. While this focus has grown substan-
tially over the past decade, there are remaining op-
portunities to further deliver differentiated solutions
in response to distinct country contexts and emerging
development challenges in the region. This is the fo-
cus of the next chapter.

10. See Appendix A for more information on the Evaluation Recommendation Tracking System—IDB’s tool for tracking Manage-

ment’s actions that respond to OVE recommendations.
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Delivering value for money
requires regularly reevaluating
how the IDB Group operates to
address shifting realities.

Agricultural Services Program,
Belize (BL-L1009)
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Providing Tailored
Solutions to Countries
in Support of the SDGs

The 2030 Agenda and the SDGs that underpin it, to-
gether with the Paris Agreement on Climate Change,
represent the most ambitious development endeavor
ever undertaken by the international community. In
aiming to improve lives while protecting the planet,
the 2030 Agenda moves beyond pursuing individual
goals and targets to recognizing that development re-
quires a multidimensional approach.

Challenges such as civil conflict, forced displace-
ment, environmental degradation, poverty, and in-
equality are almost always mutually reinforcing. Their
solutions require a holistic approach to be effective,
embracing economic, social, and environmental di-
mensions. Today’s interconnected world shaped by
the proliferation of new technologies, digital plat-
forms, and big data can propel the advancement of
these holistic solutions even further.

To meet the ambitious targets laid out by the SDGs,
it is necessary to accelerate collective action, coordi-
nation, and resource mobilization across the public,
private, and civil society sectors. Public sector re-
sources alone are not sufficient to bring development
finance from “billions to trillions” to achieve the SDGs
(AfDB et al., 2015). In the private sector, a transforma-
tional movement is underway as leading companies
are embracing the SDGs not only as a responsibility,
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but as a business opportunity. Companies are increas-
ingly aligning their business strategies with the SDGs,
using them as a roadmap to manage their impact and
harness the power of markets, entrepreneurship, and
investment capital toward tackling complex problems
affecting both business and society.

As in other regions of the world, progress toward
meeting the SDGs in Latin America and the Carib-
bean varies by country and even within countries.
Based on current trends, while the region is poised
to make significant gains toward the SDGs related to
poverty, inequality, and energy access, ongoing chal-
lenges linked to reducing slum populations and vio-
lent deaths, for example, are inhibiting progress on
SDGs supporting sustainable cities and peace (Nicolai
et al., 2016). In addressing areas that are lagging, the
IDBG takes a local perspective, tailoring its response
to the specific context. Since the discussions leading
up to the 2030 Agenda, the IDBG has underscored
the critical importance of ensuring that developing
countries take the lead in determining country-level
objectives and targets and designing and implement-
ing the policies and programs needed to reach them.
In 2017—the second year since the SDGs went into ef-
fect—the IDBG continued to step up its efforts to sup-
port countries and clients in implementing the SDGs.
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As both a proactive and a demand-driven institu-
tion, the IDBG’s programming decisions result from
dialogue with countries and clients. This dialogue
aims to identify opportunities that respond to coun-
try development needs and align with the IDBG’s stra-
teqgic priorities established in the UIS. These include
three key development challenges that need to be
addressed to preserve and continue to advance de-
velopment gains in the region (social inclusion and
equality; productivity and innovation; and economic
integration), as well as three cross-cutting issues that

must be addressed when working on these challeng-
es (gender equality and diversity; climate change and
environmental sustainability; and institutional capac-
ity and the rule of law).

Figure 2.1 illustrates the relationship between each
of these challenges and cross-cutting issues and the
SDGs, as well as selected results achieved with IDBG
support under each since the SDGs went into effect in
2016. More information is available on the IDBG’s new
SDG website and in the sections that follow, which
cover each of the strategic priorities of the UIS.

In 201/—the second year since the
SDGs went into effect—the IDBG
continued to step up its efforts to
support countries and clients in
implementing these goals.
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Figure 2.1 Selected Results by IDBG Strategic Priority and SDG, 2016-2017
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Social Inclusion and Equality
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While Latin America and the Caribbean has made

significant social advances over the last 15 years, this
progress needs to be maintained and accelerated to
meet SDG 1 (No Poverty) and SDG 10 (Reduced In-
equalities) by 2030. Many families that have risen from
poverty in recent years form part of the vulnerable
class and are still at risk of falling back into poverty.
Indeed, several countries in the region have experi-
enced upticks in poverty rates since 2014 (Duryea and
Robles, 2017), illustrating the pressing need to protect
the social gains of recent decades both through dedi-
cated social programs and initiatives to boost eco-
nomic growth. Access to basic services also remains
fragile for many, making IDBG efforts related to SDG 2
(Zero Hunger), SDG 3 (Good Health and Well-Being),
and SDG 6 (Clean Water and Sanitation) particularly
salient. At the same time, the region’s gains in access
to education need to be complemented by improve-
ments in education quality and student outcomes
(SDG 4).

IDBG support for social inclusion and equality in
the region includes projects that seek to improve ac-
cess to health and education, build human capital,
create income-generation opportunities for poor and
vulnerable populations, promote financial inclusion,
and improve basic services.

In terms of addressing gaps in basic services, the
IDB approved projects throughout the region sup-
porting improvements in both access to and quality of
these services. For example, a new project in Ecuador
(EC-L1227) will improve quality in the delivery of ed-

AND SANITATION

10 REDUCED
INEQUALITIES

G

ucation and health services through support aimed
at optimizing the talent profile and making greater
use of information and communication technologies
for improved service management. As a result, the
project anticipates improved student achievement in
language and mathematics as well as reductions in
maternal and neonatal mortality. As another example,
a new project in Peru (PE-L1226) will focus on improv-
ing water and sanitation services in priority rural areas
and promoting sustainable service management. It is
expected to reach 10,000 rural homes through 100
new or improved potable water systems that will help
address the deficit in quality water and sanitation ser-
vices in rural population centers, which is associated
with increased health and environmental risks. While
overall coverage rates for water and sanitation in rural
areas are 74 percent and 62 percent respectively, es-
timates are much lower when service quality is taken
into consideration—at 20 percent for water and 12
percent for sanitation."

Supporting innovative solutions to social problems
is an important part of the IDBG’s efforts. For exam-
ple, in El Salvador, economic opportunities for young
people are limited, a situation that is further com-
pounded by the rise in gang-related violence and the
consequent social stigma facing at-risk youth from
marginalized urban communities. As part of its efforts
around inclusive cities, a new MIF project (ES-T1281)
aims to create a model for participatory civic engage-
ment and social innovation in the San Salvador Metro-
politan Area, which will build the entrepreneurial ca-

1. For more information, see the loan proposal for the Comprehensive Rural Water and Sanitation Program.
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pacity of 1,700 youth to devise new solutions to urban
problems, and provide incubation and seed financing
to selected ideas. The model will be replicated in Hon-
duras, with an eye toward implementation throughout
the Northern Triangle of Central America.

Support for innovative solutions that can enhance
public social programs is another area of IDBG work.
In 2017, Colombia broke ground by launching the first
social impact bond in a developing country, which
is focused on skills training and improving access to
stable, formal employment for vulnerable popula-
tions. Through this pay-for-success model, investors
(a coalition of local foundations that provide upfront
financing for the intervention) are repaid only if tar-
geted employment outcomes are achieved and veri-
fied. Outcomes will be funded by a mix of public and
donor resources. Designing this highly innovative so-
cial impact bond—the first of three—leveraged dif-
ferent strengths of the IDBG: the MIF’s experimental
capacity (CO-T1434) combined with IDB expertise in
labor markets, social protection, and national govern-
ment budget processes. Box 2.1 presents another ex-
ample of the MIF’s work in support of employment
opportunities for vulnerable youth.

The IDBG is working in rural areas to promote in-
clusive growth through IDB Invest financing for an
agribusiness project in Peru (12180-01) with Danper, a
leading company in the agro-export sector. The proj-
ect aims to apply sustainable agricultural practices
(such as drip irrigation systems to minimize the use
of water and fertilizer), train and integrate 132 small
farmers into the company’s supply chain, and create
5,000 jobs in poor areas with high rates of underem-
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ployment. Over half of these jobs will go to women, in
line with Danper’s recruitment efforts to boost female
participation in agribusiness.

Finally, enhancing social inclusion means facilitating
greater access to financial services for MSMEs, which
are key sources of employment and income-generation
in vulnerable communities. In 2017, IDB Invest worked
to address this issue on different fronts, including by
expanding its financing for LocFund Il (12241-01),
which provides local currency loans to microfinance in-
stitutions. As of the end of 2017, the fund had provided
loans to at least 47 microfinance institutions, which in
turn serve over 1.3 million micro and small enterprise
clients in 13 countries in the region. This new loan fur-
ther leverages the equity already provided by the MIF
(RG-Q0031), which also invested in the first LocFund,
demonstrating how MIF support for earlier, risky in-
vestments can help pave the way for larger capital in-
jections from IDB Invest and others.

Social inclusion and equality spans a wide range of
issues, with more than 400 projects in 25 borrowing
member countries reporting CRF results related to this
priority in 2017. As growth in the region remains weak
and social progress is increasingly at risk, IDBG proj-
ects can play an important role in avoiding reversals in
poverty in their areas of intervention and can provide
demonstration effects. Specific projects contributing
to social inclusion and equality results may be found
here, with 4.8 million beneficiaries of targeted anti-

poverty programs, 4.9 million beneficiaries of health

services, 360,000 households benefited from new or

upgraded access to drinking water, and 4.2 million stu-

dents benefited by education projects in 2017.
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BOX 2.1

Results from Five
Years of Improving
Youth Employability

It is no secret that Latin America and the Caribbean
has the widest skills gap in the world. A 2015 Man-
power Group survey found that around 50 percent
of firms cannot find qualified workers, compared to
36 percent of firms in the Organisation for Economic
Co-Operation and Development (OECD) countries
(Manpower Group, 2015). At the same time, the re-
gion is young, with around one-quarter of the popu-
lation between the ages of 15 and 29. Yet, one in five
youth is neither working nor engaged in education
or training and a lack of access to decent job oppor-
tunities is one of the main barriers to social inclusion
for young people.

The New Employment Opportunities (NEO) program

has been working to address these problems since
2012, aiming to improve the employability of one million
youth over a decade. This $137 million initiative is led by
the MIF and the IDB Labor Markets Division, the Interna-
tional Youth Foundation, and key partners: Arcos Dora-
dos, Caterpillar Foundation, CEMEX, Forge Foundation,
Microsoft, SESI, and Walmart.

NEO uses a novel mechanism: multistakeholder al-
liances where public, private, and civil society sectors
join forces to foster alignment between the education
and training system and the productive sector de-
mands in a country. Through these alliances, the NEO
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model provides youth with a combination of technical
and core life skills training with job search support and
counseling. As of December 2017, NEO alliances have
been created in 10 countries (Brazil, Chile, Colombia,
Dominican Republic, El Salvador, Jamaica, Mexico,
Panama, Paraguay, and Peru) with the participation
of 140 corporate, government, and nongovernmental
stakeholders.

Five years after NEO’s launch, the experience
has shown that programs with the best results take
a comprehensive approach, focus on the quality of
youth employment services, and use practical tools
to identify and close skills gaps in the labor market.
To this end, over 200 training institutions have incor-
porated NEO quality standards to improve the caliber
and relevance of their services. Likewise, nearly 900
teachers, trainers, and facilitators have built their ca-
pacity to support youth with life skills training, career
counseling, and job placement.

Over 250,000 youth, half of whom are female,
have received support to build their employability
skills. A growing network of over 3,000 employers
has hired 68 percent of youth who complete NEO
training courses, and 32 percent of trained youth
have continued studying. Youth with jobs six months
after completing the training program also report
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better salaries. For example, in Nuevo Ledn, Mexico,
85 percent of employed youth report earning one to
three times the minimum wage.

Around 80 percent of employers of NEO gradu-
ates report being happy with their new hires. Ac-
cording to a recent return on investment study, NEO
youth are 6.2 percent more productive and need
about 1.2 hours less of orientation training as com-
pared to their peers who did not go through the NEO

New Employment
Opportunities Program:
“Quisqueya believes in you”
Dominican Republic
(DR-M1044)

program, resulting in annual cost savings for the
employer of approximately $234-$304 per youth
hired. However, on the flipside, employers also report
greater turnover among NEO youth versus non-NEO
peers. While this implies a cost for the employer, it
may also signal greater mobility for NEO youth who
are capitalizing on their new skill sets to move on to
better paid opportunities in job markets hungry for

well-prepared employees.


https://www.youthneo.org/
https://www.youthneo.org/
https://www.iadb.org/en/project/DR-M1044
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In today’s digital revolution, innovative technologies,
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abundant information, and vast quantities of data are
now more accessible than ever, transforming econo-
mies around the world by disrupting how companies
do business, how governments deliver services, how
labor markets function, and how people interact with
one another. This new order brings many opportuni-
ties for spurring entrepreneurial activity, productiv-
ity, economic growth, and job creation across Latin
America and the Caribbean. Likewise, innovation is
a key driver of the 2030 Agenda because meeting
targets from SDG 8 (Decent Work and Economic
Growth), SDG 9 (Industry, Innovation, and Infrastruc-
ture), and others requires devising new solutions to
entrenched problems.

Despite pockets of innovation and mounting
startup activity in recent years, the region’s innova-
tion track record continues to fall short of its poten-
tial. Persistently low expenditures on research and
development, slow technology absorption among
firms, limited coordination among ecosystem ac-
tors (universities, research centers, industry, and
the like), regulatory barriers, low levels of private
investment in innovation, and a widening workforce
skills gap are among the factors inhibiting the cre-
ation of more vibrant innovation ecosystems in the
region and placing in peril the region’s ability to
adapt to ongoing technological disruption. These
factors also contribute to the widening productivity
gap between the region and advanced economies,
which is considerably higher for MSMEs, which make
up most firms in the region. Likewise, access to fi-
nance continues to be a major constraint to growth
for MSMEs.
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The IDBG continues to work with countries and cli-
ents to find solutions to address productivity and in-
novation gaps on many different fronts, including the
development of institutional policy frameworks to im-
prove the business climate and access to finance; in-
vestments in infrastructure and telecommunications;
support for new technologies and early-stage innova-
tion; and promotion of labor training closely aligned
with employer demand.

An important condition for productivity and in-
novation are policies that support a healthy business
climate to attract private sector investment and pro-
mote innovation. For example, a new IDB project in
the Dominican Republic (DR-L1121) includes improv-
ing the business climate and productive development
and innovation policies among its priorities to boost
productivity in the country. Activities aim to simplify
processes related to obtaining construction permits,
paying taxes, promoting cross-border trade, and cre-
ating and registering businesses. Efforts also seek to
strengthen institutional mechanisms to promote pub-
lic-private dialogue, implement MSME support cen-
ters, approve regulatory provisions to increase com-
petition, provide greater market transparency, and
protect financial product and service users. Along the
same lines, in Uruguay, IDB is supporting a project
(UR-L1140) to modernize the regulatory and institu-
tional framework for investment, trade, and innova-
tion to consolidate sustainable economic growth in
the country. The project aims to strengthen incentives
to invest in innovation, enhance the innovation of Uru-
guayan businesses, and improve the export profile,
leading to a more diversified economy with greater
foreign direct investment.
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The IDBG also provides support to inclusive, high-
quality, and sustainable infrastructure to address
the region’s infrastructure gap and boost economic
growth and productivity. For example, through a
project in Paraguay (PR-L1145), the IDB is support-
ing upgrades and maintenance of a highway and
selected access roads that will lead to lower trans-
portation operating costs and shorter average travel
times for several communities in the Chaco region,
with reductions as high as 40 percent anticipated in
some areas. These improvements will help address
the wide gap in transport infrastructure in this part
of the country and will make the agricultural sector
in these communities more competitive. In addition,
the IDBG supports public transport projects that can
contribute to reduced travel times and improved
productivity, including a major upgrade to the Sao
Paulo metro in Brazil (see Box 2.2).

Similarly, IDB Invest has been working in the tele-
communications sector to close gaps in the key in-
frastructure of the twenty-first century: broadband
connectivity. While mobile penetration in the region
has risen exponentially, challenges remain in terms
of quality and access for the most vulnerable popu-
lations that prevent them from taking full advantage
of the latest technologies. For instance, the region’s
average download speeds are less than half the av-
erage speed in more advanced economies. To help
close the digital gap, in 2017 IDB Invest signed and dis-
bursed two loans in the telecommunication sector with
Telecom Personal in Argentina (11975-01) and Tigo in

Paraguay (11611-03), which will help these companies
expand their broadband services, including in rural ar-
eas, and deploy mobile 4G technologies.

Supporting agribusiness value chains in Latin Amer-
ica and the Caribbean so they can raise productivity
and help maximize the region’s potential as a global
food source is another area of focus for the IDBG. For
example, IDB Invest financing for Renova in Argentina
(12005-01),”? the world’s largest soybean crushing plant,
will increase grain storage and loading capacity, and
also build a barge terminal. As a result, Renova will
contribute to food availability, create jobs in the in-
dustry, and promote foreign trade through soybean
meal and oil exports. In addition, Renova is preparing
and implementing a supply chain sustainability policy,
stemming from IDB Invest’s involvement. The IDB is
also supporting Argentina with a Conditional Credit
Line (AR-L1198) to contribute to competitiveness and
development in regional rural economies. The project
aims to help 16,000 farmers increase their annual pro-
duction value by up to 50 percent and reduce losses
associated with drought.

Focusing on innovation, a central part of IDBG work
in this area entails supporting the use of new tech-
nologies that can play a transformative role in devel-
opment and in strengthening local innovation eco-
systems. For example, a new MIF project will create
Flying Labs Panama (PN-T1185), a regional innovation
hub aiming to harness the power of robotics (such as
drones) for social innovation. To be hosted by the Uni-
versidad Tecnoldgica de Panama, and in partnership
with the nonprofit WeRobotics, the Lab will build local
capacity, develop solutions to address social and en-
vironmental problems using these technologies, and
catalyze entrepreneurship around robotics as a ser-
vice. The project was developed in coordination with
an IDB loan (PN-L1117), particularly the components

12. Renova was awarded the Natural Resources Finance Deal of the Year by Bonds & Loans.
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related to innovation for social inclusion and business
innovation for enhanced productivity.

The IDBG is also supporting productivity and inno-
vation by providing access to finance through differ-
ent mechanisms and at different stages of business
development. To support early-stage innovation, the
MIF approved a $5 million equity investment in NXTP
Fund Il (RG-Q0040), which will provide seed capital
for 30 tech-driven social enterprises in areas such as
fintech, agtech, edtech, and cleantech that are pursu-
ing both social impact and commercial profitability.
The target capitalization is $120 million, with a set al-
location of $30 to $50 million to fund companies in
Argentina, Paraguay, and Uruguay. Building on the
success of NXTP Fund |, which has invested in over
190 tech-based firms, NXTP Fund Il is a prime oppor-
tunity to reorient the region’s venture capital sector
and incorporate the triple bottom line approach, mov-
ing away from the concept of “impact first” or “im-
pact only” and toward “impact investing,” catalyzing
similar investments in the region.

Shifting focus toward more established firms, IDB
Invest is investing in the Capital Indigo Fund (12181-01),
aiming to increase the availability of customized pri-
vate debt financing for high-growth mid-size com-
panies in Mexico, which currently have limited access
to commercial bank financing for productive invest-
ments. In line with the needs of this underserved but
high-potential cohort, the fund will provide medium-
to long-term funding on a cash flow adequate basis,
adapting credit evaluation processes to the character-
istics of the target firms.

Investing in innovation and promoting policies to
enhance productivity and reignite growth are essen-
tial to the region’s future prosperity. More than 500
IDBG-supported projects in all 26 borrowing member
countries had results related to productivity and in-
novation in 2017, including more than 2,000 kilome-
ters of roads built or upgraded, and 410,000 MSMEs
financed. Click here to see the specific projects con-

tributing to these and other CRF indicators related to
productivity and innovation.

410,000 MSMEs recelved financial
support from IDBG-financed

orojects in 201/
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BOX 2.2

Sao Paulo Metro:
Better Commutes
for More People

Over one million commuters surge into the Sao Paulo
city center each day, where jobs and pay tend to be
better than in other areas. Jobs are concentrated in
the city center because proximity to competitors,
suppliers, and customers make workers more pro-
ductive and increase opportunities for innovation.
However, motor vehicle congestion offsets these
advantages. Traffic jams reach 120 kilometers along
main roads some days (Rebelo, 2014). These bottle-
necks increase commuting times and lower labor
productivity. Indeed, evidence shows that workers
with longer commutes arrive late to work, leave ear-
lier, or are more likely to miss work (Van Ommeren
and Gutiérrez-i-Puigarnau, 2011) and that they exer-
cise lower levels of effort than workers with shorter
commuting times (Zenou, 2002). Hence, reducing
travel times can help this megacity of over 20 million
people move closer to its productivity potential.

The Sdo Paulo Metro-Line 4 program (BR-L1079)
aimed to reduce travel times for both users of the
metro and urban roads. Line 4 was designed as a prin-
cipal commuter route running southwest to northeast
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through metropolitan Sao Paulo, connecting resi-
dential neighborhoods to important commercial dis-
tricts. The line also provides linkage to other public
transportation routes, increasing the overall network
served by public transport. The program was de-
signed based on a PPP agreement. The public sector
performed the civil works, before turning over the op-
eration and maintenance of the line to the private sec-
tor under a 30-year concession. IDB Invest provided a
$69 million loan to the concessionaire and helped to
mobilize $240 million from additional investors.

While the IDB Invest loan program remained in
execution during 2017, intermediate results show
that it is on track to reach its targets. As of 2016,
the average daily number of passengers was ap-
proximately 700,000 people, on track to reach the
target of 970,000 people in 2018. Results are also
positive in terms of maintenance and service quality,
which covers aspects such as time between trains
and complaints. Both the service quality index and
the maintenance quality index have already reached
99 percent, surpassing the target of 95 percent.
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Economic Integration
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17 PARTNERSHIPS
FORTHE GOALS

Enhancing trade and economic integration are impor-
tant strategic objectives for Latin American and Carib-
bean countries. Despite advances over time, further ef-
fort is needed to address fragmentation in integration
initiatives and increase intraregional trade. As such,
economic integration is one of the IDBG’s strategic pri-
orities in its UIS and also is an important part of the
2030 Agenda. SDG 17 (Partnerships for the Goals) em-
phasizes such areas as increasing developing countries’
exports and promoting an equitable multilateral trad-
ing system, while SDG 8 (Economic Growth) includes a
target to increase Aid for Trade support for developing
countries. Other SDGs focus on decreasing trade re-
strictions in specific sectors—all of which are relevant
for the countries of Latin America and the Caribbean.

Despite the importance of trade and integration in
the 2030 Agenda, the growing backlash against glo-
balization in the current political climate presents chal-
lenges to advancing many economic integration initia-
tives. This reality raises the strategic value of IDBG’s
wide-ranging support for economic integration initia-
tives in the region—from promoting the convergence
of integration policies and facilitating the insertion of
regional firms into global value chains to improving re-
gional infrastructure and streamlining customs proce-
dures. Much of this work is also dedicated to building
institutional and private capacity to address barriers to
deepening the regional market and competing in the
global marketplace.

In 2017, the IDBG continued its strategic coopera-
tion ties on integration issues through various global
fora and initiatives. For example, the IDB continued to
serve as the main institutional counterpart in the region
for the World Trade Organization’s Aid for Trade Pro-
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gram, which aims to help countries integrate into the
global economy and benefit from liberalized trade and
increased market access. It also supported specific re-
gional initiatives, including the Caribbean Community,
Central America, Mercosur, and the Pacific Alliance to
strengthen integration not only within Latin America
and the Caribbean, but also with the rest of the world.

In addition, the IDB has continued facilitating stra-
tegic initiatives, dialogues, and public-private fora
such as ConnectAmericas, the first social network for
businesses in the Americas, which reached more than
140,000 unique registered users in 2017 and is de-
signed to help SMEs carry out more and better interna-
tional trade and investment transactions. The Americas
Business Dialogue is another strategic initiative, which
is driven by the private sector and fosters high-level
public-private policy dialogue among the hemisphere’s
business and government leaders, including through
policy recommendations to Heads of State within the
Summit of the Americas.

The IDB also supported a number of specific opera-
tions, including, for example, through the Agua Negra
Tunnel to connect Argentina and Chile (RG-L1116); a
program to improve integration among the five coun-
tries of the River Plate Basin (Argentina, Bolivia, Bra-
zil, Paraguay, and Uruguay) with respect to such ar-
eas as infrastructure, border crossings, and support
to MSMEs (RG-L1115); and several ongoing integration
initiatives in Central America. Specifically, the Bank ap-
proved a technical cooperation (RG-T2908) to support
improvements in the Mesoamerican transportation and
logistics network and continued supporting the Cen-
tral American Electrical Interconnection System, which
has contributed to an eightfold growth in energy trad-
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ing among the Central American countries since 2013.
In addition, the IDB and the European Union signed a
cooperation agreement in 2017 to develop phase Il of
the Central American Digital Trade platform to ensure
the regional interoperability of border control agency
systems that facilitate processes associated with re-
gional trade. Box 2.3 presents the results of previous
IDB projects supporting trade facilitation.

In terms of making the economies of the region more
competitive in the global marketplace, the IDB is sup-
porting a project in Suriname (SU-L1020) to increase
the competitiveness of the agricultural sector through
improvements in agricultural health and food safety, as
well as agricultural research and technology transfer
services that will help farmers mitigate climate change
risks and adapt to its impact. The project is expected
to increase the yield and production per hectare of
specific crops (such as rice and oranges) through tech-
nology improvements and to facilitate exports through
improved compliance with international export stan-
dards. As another example, in Barbados (BA-L1033),
the IDB is working to increase the resilience of the tour-
ism industry through new tourism products, strength-
ened digital marketing, and improved accessibility by
air through a new route between the country and Lat-
in America. The project aims to increase visits to the
country’s official tourism website by 300 percent and
increase the total expenditures by visitors in Barbados
by about $83 million per year.

The IDBG also continued supporting international
trade in the region through the Trade Finance Facilita-
tion Program (TFFP), which eases access to financing
for Latin American and Caribbean Financial Intermedi-
aries through direct financing and guarantees. One of
the ways the TFFP provides added value is by focusing
on countries where there is a greater need for financ-
ing to support trade. In 2017, 71 percent of the 75 TFFP
lines were available in small and vulnerable countries.
However, in terms of volume, operations in small and

Development Effectiveness Overview 2018

vulnerable countries represented only 51 percent of the
total resources used through the program.

In addition to direct financing, the TFFP provides
added value through mobilization, guarantees, and
creating connections with correspondent Global Fi-
nancial Intermediaries. The TFFP helps mobilize addi-
tional resources through securitization. In 2017, the pro-
gram mobilized $179.5 million in additional resources
through 13 operations, which represented 19 percent of
the total resources used through the program. In addi-
tion, the TFFP helps mitigate perceived risk by Global
Financial Intermediaries by issuing guarantees. Issu-
ance through the program has been increasing after
a sharp fall in 2015. The number of guarantees almost
doubled from 2016 to 2017, representing 27 percent of
the volume of total transactions. Finally, the TFFP helps
broaden financing sources for financial institutions in
the region by enabling new connections with Global
Financial Intermediaries. Seventeen new connections
were created in 2017.

TFFP trade support in the region has grown from
total financing of $434 million in 2015 to $750 million
in 2017. However, this volume represents only half of
the lines available through the program. While five lines
were fully used more than once during the year, 37 lines
were not used at all, signaling the opportunity to in-
crease the utilization of the resources available through
the program to support trade and regional integration.

As the backlash against globalization grows, bolster-
ing the IDBG's efforts to improve the scale and efficiency
of markets within Latin America and the Caribbean take
on even greater importance. More than 400 projects
covering all 26 borrowing member countries reported
CRF results related to economic integration in 2017, with
roughly 44,000 professionals trained or assisted in eco-

nomic integration and more than 90,000 MSMEs pro-

vided with non-financial support. Click here to see the

specific projects and initiatives contributing to these and
other CRF indicators related to economic integration.
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BOX 2.3

A Multi-Country
Approach to Trade

Facilitation

Latin America and the Caribbean lags behind other
world regions with respect to the speed with which
goods can be imported and exported. Currently, it
takes an average of five days to import goods into
the region and four days to export, compared to less
than one day to import and export in North Ameri-
ca (Volpe Martincus, 2016). These lags contribute to
economic losses because international firms may be
deterred from sourcing goods or setting up produc-
tion, local businesses and producers may suffer lost
revenue (@s when perishable or seasonal goods arrive
late), and consumers may face higher prices or even
product shortages.

To streamline processes and make border crossing
more efficient, the IDB has been supporting trade fa-
cilitation in the region. Trade facilitation involves the
standardization, harmonization, and automation of all
procedures and practices related to the international
sale and transfer of goods, and the information, data,
documents, and services associated with the transport
of those goods. An important area of intervention is
connecting national electronic single windows, which
allow traders to submit to a single body (or “window”)
the information needed to fulfill all the administrative
procedures required by the various government offic-
es to obtain authorization to import, export, or tran-
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sit commercial goods. Some countries are taking this
a step further by extending efforts beyond national
borders. For example, the Pacific Alliance countries,
with IDB support, completed the harmonization and
electronic exchanges of their phytosanitary and origin
certificates, and are working to include customs dec-
larations in the interoperability platform of their single
windows.

Since 2007, the IDB has provided $338 million in
funding in support of single windows in Argentina,
Chile, Colombia, Costa Rica, El Salvador, Guatemala,
Guyana, Honduras, Mexico, Nicaragua, Panama, Peru,
Suriname, Trinidad and Tobago, and Uruguay. In ad-
dition to projects at the national level, the IDB sup-
ports multi-country initiatives that connect national
projects to the rest of the region and support trade fa-
cilitation more broadly. For example, the Inter-Amer-
ican Network of International Trade Single Windows,
a regional forum integrated by governmental, public,
and private organizations of the 26 Latin American
and Caribbean member countries, aims to strengthen
coordination, cooperation, and partnership between
the region’s single windows and other stakeholders to
promote interoperability, facilitate trade, and optimize
the use of resources in the export, import, and transit
transactions.
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The IDB’s support to single windows has been as-
sociated with reduced transit times and increased ex-
ports. For example, in Costa Rica, exports processed
under the electronic single window had an average
annual growth rate of 1.4 percentage points higher
tha'_{j tf\at from exports subject to the noncomputer-

ize“gqedures. This resulted in average aggregate

export gains of $-16j9r_every $1 invested in the single
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window from 2008 to 2013. Single windows have also
facilitated imports. In Colombia, the growth rate of
firmsz"imports processed through the single window
was approximately 3.9 percentage points higher than
that of imports subject to separgte, manual processes.
Thus,'_the single window has made it possible for Co-
lombian firms to source more and better imports and

to do so primarily;through more frequent shipments.
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Gender Equality and Diversity

GENDER 10 REDUGED
EQUALITY INEQUALITIES

gAc

At the heart of the 2030 Sustainable Development
Agenda is ensuring that the benefits of development
are enjoyed by all, with SDG 5 specifically dedicated
to gender equality. While development advances have
been made for women, African descendants, and in-
digenous peoples in Latin America and the Caribbean,
these groups continue to experience unequal access
to opportunities, social exclusion, and discrimination.
In this vein, the UIS prioritizes gender equality and
diversity as cross-cutting issues that should be the
subject of direct investment as well as mainstreamed
throughout the IDBG’s strategies and operations.

In 2017, the IDBG launched the campaign “100%
Committed to Gender Equality,” which reinforces the
institution’s commitment to advance gender equality
and empower women through all its operations. The
IDB also approved an updated Gender Action Plan
for 2017-2019, which focuses efforts on improving
the quality of gender mainstreaming in operations,
achieving and systematically reporting gender-related
results in project monitoring and completion tools,
and better integrating gender equality issues into
country strategies.

To further advance gender equality in the private
sector, IDB Invest and the MIF, together with the
United Nations (UN) Global Compact and UN Wom-
en, launched the Women’s Empowerment Principles
Gender Gap Analysis Tool in 2017, a free online self-

assessment that helps companies assess their gender
equality policies and practices and identify areas for
improvement. The tool was presented to 50 MIF and
IDB Invest fund managers, and IDB Invest Advisory
Services has put this tool into practice to develop
gender action plans with clients, including pioneering
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efforts with two new private equity funds, MAS Equity
(12050-01) in Colombia and Capital Indigo (12181-01)
in Mexico. In addition, four IDB Invest projects ap-
proved in 2017 introduced gender performance-based
incentives for the first time. Under these incentives,
the interest rate on the portion of the loan package
funded by the Canadian Climate Fund for the Private
Sector in the Americas could be reduced depending
on the results of gender equality activities achieved
during execution, such as the implementation of cor-
porate gender action plans and employee gender
equality training.

In terms of the IDBG’s direct investment in gen-
der equality in 2017, a public-private partnership was
consolidated in Argentina to reduce gaps in women’s
economic participation as part of the Gender Parity
Initiative, with support from the IDB and IDB Invest, in
partnership with the World Economic Forum. In addi-
tion, the MIF approved a regional project (RG-T3019)
to support female university students or recent grad-
uates in science, technology, engineering, and math
disciplines to start and grow high-impact entrepre-
neurial ventures. Box 2.4 presents results related to
women’s economic empowerment among projects in
execution in 2017.

In terms of mainstreaming, a new IDB-support-
ed project (ME-L1258) seeks to modernize Mexico’s
National Employment Service to help an estimated
500,000 job-seekers find formal employment, with
targeted efforts to promote gender equality through
strategies such as dedicated employment fairs for
women and capacity building to help reduce gender
bias in selection and promotion processes. IDB Invest
financing to BHD Ledn (11807-04), the second-largest
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private bank in the Dominican Republic, will provide
access to credit to at least 300,000 SMEs, 40 percent
of which are expected to be led by women. In addi-
tion, for the first time ever with a financial institution,
IDB Invest will provide advisory services to help the
bank obtain Economic Dividends for Gender Equality
(EDGE) certification for gender equality. To promote
mainstreaming in the broader financial sector, IDB
Invest and the Global Banking Alliance for Women
co-sponsored the first “All Stars” training for financial
institutions in the region looking to build comprehen-
sive women’s market strategies, which was hosted by
BHD Ledn. Similarly, IDB Invest is working with energy
sector clients to promote greater female participation
in traditionally male-dominated areas. For example,
the Atlantic Il wind farm project in Brazil (12009-3)
has set two gender equality goals: at least half of its
interns and at least 10 percent of its operations and
maintenance employees will be women.

In addition, three MIF projects aiming to improve
youth digital skills and employment in knowledge
economy sectors, with a focus on women, were ap-
proved, including an inclusive tech employment
model in Argentina (AR-T1178); a model to build tal-
ent for the software industry in Bolivia emphasizing
secondary and university level training in math, soft,
and digital skills (BO-T1297); and a regional project
to integrate young people into the digital economy
(RG-T2940).

The IDBG also continued its work to promote de-
velopment with identity and inclusion of indigenous
peoples and African descendants in 2017, with new
projects that both directly invest in and mainstream
diversity considerations.”® For example, in Bolivia, a
new technical cooperation (BO-T1280) is supporting

public policies, contributing to the development of
the new institutional framework and the consolidation
of the Indigenous Autonomous Native Peasant Gov-
ernments. It is doing so by implementing regulations
for the operation, strengthening, and implementation
of Territory Management Plans, supporting fiscal de-
centralization, and backing support agreements for
highly vulnerable indigenous peoples so that they can
access Indigenous Autonomies—a governance struc-
ture in Bolivia that allows indigenous groups to self-
govern.

In Peru, the MIF approved the first development
impact bond pay-for-success structure (PE-T1358),
focused on climate-smart agriculture that specifically
targets the sustainable development of indigenous
people. The project is a market-driven approach to
environmental conservation, aiming to work with 500
Ashaninka coffee and cocoa producers to implement
agroforestry systems, increasing quality, productivity,
and market access while promoting conservation and
leveraging the cultural values of the Ashaninkas.

In Chile, the IDBG is supporting climate-smart ag-
riculture and productive development in indigenous
Mapuche communities facing decreasing land pro-
ductivity caused by soil erosion induced by climate
change. A MIF project (CH-T1181) will pilot the adop-
tion of crop-rotation technologies using a new high-
protein, climate-resistant variety of a traditional le-
gume (lupine) in partnership with a company formed
by indigenous cooperatives. There is growing demand
for this high-protein product in the salmon-farming
chain, and the main player in the global fish feed mar-
ket is serving as the anchor company in this project.
Once the technology transfer model is tested with
2,000 producers and validated, it will then be scaled

13. Development with identity refers to promoting sustainable economic development, while simultaneously protecting cultural

legacies and promoting respect for cultural, economic, and social values in accordance with indigenous worldviews.
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https://weps-gapanalysis.org/
http://www.iic.org/en/projects/project-disclosure/12050-01/mas-equity-partners
http://www.iic.org/en/projects/project-disclosure/12181-01/capital-indigo-private-debt
https://www.iadb.org/en/project/RG-T3019
https://www.iadb.org/en/project/ME-L1258
http://www.iic.org/en/projects/dominican-republic/11807-04/bhd-leon-loan-women-led-pymes
http://www.iic.org/en/projects/brazil/12009-03/atlantic-ii
https://www.iadb.org/en/project/AR-T1178
https://www.iadb.org/en/project/BO-T1297
https://www.iadb.org/en/project/RG-T2940
https://www.iadb.org/en/project/BO-T1280
https://www.iadb.org/en/project/PE-T1358
https://www.iadb.org/en/project/CH-T1181

BOX 2.4

Supporting

Women’s Economic
Empowerment

Women’s economic empowerment is an important as-
pect of achieving gender equality and helping women
realize their full economic potential (SDG 5). Further-
more, women’s participation in the labor market and
ability to access finance can have critical impacts
on broader economic growth (SDG 8). Nonetheless,
women face fewer economic opportunities than men
throughout the region and further efforts are needed
in both the public and private sector to address the
barriers they confront. The three examples that follow
illustrate some of the distinct ways the IDBG supports
women’s economic empowerment in Latin America
and the Caribbean.

Providing labor training and job placement

The IDB’s support for Ciudad Mujer in the region—
beginning with El Salvador—has been a model in
providing integrated services for women through a
single center called a Centro Ciudad Mujer. Services
include those related to women’s economic empow-
erment—such as job training—as well as complemen-
tary services in such areas as health and violence
against women. Building on the successes of the
experience in El Salvador in areas ranging from im-
proving women’s use of public services to increas-
ing women'’s labor force participation, the model has
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subsequently been adopted in other countries—most
recently, in Honduras (HO-L1117). Since the Honduras
Ciudad Mujer project began execution in 2017, nearly
1,500 women have been provided with labor train-
ing and job placement services, helping to address
Honduras’s 43 percent workplace participation rate
for women—the lowest in Latin America. The project
facilitates participation in these and other services
offered by Ciudad Mujer by providing on-site care for
boys and girls under 12 years of age while their moth-
ers are receiving services.

Supporting women entrepreneurs

The MIF’s efforts to support women entrepreneurs in the
region proceeded on various fronts. In Panama, the Canal
de Empresarias project (PN-M1024) completed in 2017
built the entrepreneurial skills of 1,060 women. Of these,
300 women entrepreneurs received personalized men-
toring support, and nearly half reported increased sales
as a result. Continuing to connect women entrepreneurs
in the region with high-growth businesses with mentors
and investors, the MIF held the fifth annual WeXchange
event in Santiago de Chile, which focused on STEAM (sci-
ence, technology, engineering, arts, and mathematics).
Some 190 women entrepreneurs, mentors, investors, and
experts participated from 17 countries.
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Promoting gender equality with clients

Since IDB Invest started working with Optima Energia

in Mexico ( ) to develop a gender action plan,
the company has become a signatory of the Wom-
en’s Empowerment Principles and earned workplace
equality certification from the Mexican government.
And, to diversify recruitment efforts, the company
created a paid internship program for female univer-
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Creating a Commodity Bank and
Support in the Commercialization of
Handicrafts, Chile ( )

sity students and ensures that qualified female can-
didates are interviewed for job openings in technical
areas. Similarly, in Peru, IDB Invest has been working
with agroexport client Danper ( ) to design a
gender action plan, including adapting the company’s
procurement practices to integrate more women-led
companies into its value chain.



https://www.iadb.org/en/project/HO-L1117
https://www.iadb.org/en/project/PN-M1024
http://www.wexchange.co/en/
http://cdn.iic.org/sites/default/files/documents/pub/en/optima_eng.pdf
http://www.iic.org/en/projects/project-disclosure/12180-01/danper-ii
https://www.iadb.org/en/project/0?projectNumber=ch-T1185

by ongoing IDB programs to promote indigenous de-
velopment (CH-L1105) and productive development
financing (CH-L1098), both executed by Chile’s Pro-
duction Development Corporation.

In terms of mainstreaming, a new IDB project in
Peru (PE-L1171) aims to provide the population with
adequate access to quality civil registry and identi-
fication services and specifically targets the delivery
of services to vulnerable populations, including indig-
enous populations in remote communities. In Chile,
IDB Invest is providing financing, through the Clean
Technology Fund (CH-L1102), for Cerro Pabelldn, the
first geothermal plant in South America and a model
sustainable project in the use of technology, minimi-
zation of adverse environmental impacts, and value
creation with adjacent indigenous communities. Enel
Green Power Chile, the company leading this project,
created a shared value plan to promote the area’s im-
provement focused on two surrounding indigenous

communities, providing access to energy and busi-
ness support for microentrepreneurs to be integrated
into the local supply chain.

The IDB also held the Second Regional Dialogue
on Diversity, “Public Policies for Ethnic and Racial In-
clusion: Public-Private Partnerships,” to highlight the
work of governments and the private sector on the
formulation of action plans for the inclusion of African
descendants and indigenous peoples.

In all, more than 100 IDBG-financed projects in 21
borrowing member countries had CRF results related
to gender equality and diversity in 2017, with 330,000
women benefiting from economic empowerment ini-

tiatives, 130,000 African descendants benefiting from
health services, and 470,000 indigenous persons
benefiting from targeted anti-poverty programs. Click
here to see the specific projects and initiatives con-
tributing to these and other CRF indicators related to
gender equality and diversity.

330,000 women benefited from
economic empowerment Initiatives
with IDBG support in 2017/
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New Employment @portunitieé‘“‘"‘
for Youth in the Uraba Region -

Antioquia, Colombia (CO-M1094)



https://www.iadb.org/en/project/CH-L1105
https://www.iadb.org/en/project/CH-L1098
https://www.iadb.org/en/project/PE-L1171
https://www.iadb.org/en/project/CH-L1102
https://crf.iadb.org/country-development-results/20151113-CDR-M-15
https://crf.iadb.org/country-development-results/20151113-CDR-M-15
https://crf.iadb.org/country-development-results?priorities=5&status=all&year=all&country=all&tab=1&tab-sub=1#block-block-25
https://www.iadb.org/en/project/CO-M1094

Climate Change and
Environmental Sustainability

13 Jenov 14 S

The countries of Latin America and the Caribbean
are highly vulnerable to the effects of climate change
and highly dependent upon their natural resources for
economic growth. Sustainability is at the core of the
entire SDG Agenda and various SDGs are directly as-
sociated with climate change and environmental sus-
tainability—from Sustainable Cities (SDG 11) and Cli-
mate Action (SDG 13) to Life Below Water (SDG 14)
and Life on Land (SDG 15). If current trajectories con-
tinue, these are some of the SDGs where the region is
at greatest risk of falling short. For example, studies
have found that greater efforts are needed to reduce
waste, protect marine environments, and combat cli-
mate change (Nicolai et al., 2016).

IDBG invests in projects that target climate change
and environmental sustainability as their primary ob-
jective, but principally treats these as cross-cutting is-
sues to be mainstreamed throughout its operations.
In 2017, the IDBG approved a joint Climate Change

Action Plan, which outlines actions for the IDB, IDB
Invest, and the MIF to reach the 30 percent climate fi-
nancing goal by 2020 and systematically mainstream
climate change into operations.”* The mainstreaming
of climate considerations into new operations con-

tinued to advance in 2017. A systematic approach to
upstream climate change has been put in place with
the scanning of the annual pipeline to flag opportu-
nities to include climate considerations early in the
project cycle as well as to point out climate risks. In
addition, climate change is being increasingly main-
streamed into strategic dialogue with governments
and the IDBG country strategies. Along these lines,
IDBG also continued its support to countries in fulfill-
ing their commitments made under the Paris Agree-
ment, through the NDC Invest platform in 2017, which
aims to be a one-stop shop to help countries meet
their climate goals.®

The IDBG continued its work to reduce vulner-
ability to the effects of climate change in 2017. In this
vein, a new project in Belize (BL-L1028) is working to
reduce disaster and climate-related vulnerabilities in
the productive sector and to improve flood control in
Belize City, as well as supporting nature-based shore-
line stabilization measures in coastal areas of Caye
Caulker, with an aim of reducing the number of people
affected by recurrent floods and the associated eco-
nomic losses. A new project in Bolivia (BO-L1191) will
address water shortages, boost efficiency in manag-

14. In 2017, 28 percent of the IDBG’s total approved volume supported climate mitigation and adaptation, up from 22 percent in

2016 and 16 percent in 2015.

15. The NDC Invest platform offers financial and non-financial support for countries to implement their Nationally Determined

Contributions (NDCs) as part of the Paris Agreement, which includes helping them analyze policies, plan investment priori-

ties, carry out project preparation studies, access concessional resources, and develop mobilization strategies. For more in-

formation on NDC invest and other IDB efforts in support of climate change and environmental sustainability in 2017, see the

2017 Sustainability Report.
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ing the supply and demand for water resources, and
enhance resilience to the effects of climate change.

In terms of climate change mitigation, the IDBG
works across a range of sectors—from energy and
transport to forestry and agriculture—to reduce or se-
quester greenhouse gas emissions to lessen the risk
of climate change. Along these lines, IDB approved a
new project in Argentina (AR-L1267) to renovate and
electrify the passenger rail service of a section of the
General San Martin Railroad, which will reduce travel
times, improve the reliability of service, and decrease
greenhouse gas emissions.

As part of its work in climate-smart agriculture, in
Honduras, the MIF is supporting MSMEs in four agro-
forestry value chains with a combination of technical
assistance to implement climate-smart practices and
strengthen management practices, and a senior loan
to provide credit to producer cooperatives, associa-
tions, and small producers to finance climate adap-
tation activities (HO-T1255; HO-L1152). This forestry
financing pilot is coordinating with related IDB and

government efforts in the country and can serve as a
replicable model to help attract international climate
fund resources to Honduras.

Through regional technical assistance programs
(RG-T2720 and RG-X1244) launched in 2017, the
IDBG is also supporting National Development Banks
to issue green and sustainable development bonds
to help address financing gaps through new sources
of private funding. In Colombia, for example, Bancol-
dex issued the country’s first green bond available
through the Colombian stock exchange, raising local
currency equal to roughly $60 million to finance proj-
ects that mitigate the impact of climate change and
improve the environmental performance of Colombi-

an companies. In 2018 and 2019, eight more National
Development Banks in Argentina, Brazil, Colombia,
Ecuador, Mexico and Uruguay will receive support
to issue green and sustainable bonds. This work will
also mobilize additional resources by combining IDB
technical support with anchor investments from bi-
lateral banks and other MDBs, including the Europe-
an Investment Bank."®

The IDB also continued its support to national
programs aimed at transitioning to sustainable and
efficient energy in countries such as Colombia (CO-
L1217) and Ecuador (EC-L1223) in support of SDG 7
(Affordable and Clean Energy). In parallel, IDB Invest
and the MIF are combining instruments to contribute
to the Colombia Energy Efficiency Trust, which will
promote private sector financing for SME energy ef-
ficiency projects that are being implemented by ener-
gy services companies. The Trust will purchase credit
rights from underlying projects in the energy services
companies’ portfolios, with an eye toward a subse-
quent securitization stage to mobilize other investors.
MIF equity (CO-Q0016), combined with equity from
the Clean Technology Fund and the Trust’s Master
Servicer, will come in first, providing an adequate risk
mitigation cushion to leverage senior debt from IDB
Invest (11912-02). Over the life of the fund, it is expect-
ed that the energy efficiency projects to be financed
will generate an overall reduction in greenhouse gas
emissions of more than 850,000 tons.

IDB Invest is continuing to support large-scale re-
newable energy projects, contributing to greenhouse
gas reductions and the diversification of energy ma-
trixes across the region, with ongoing projects lead-
ing to tangible results in terms of sustainable energy
production (see Box 2.5). In 2017, four projects were

16. For more information, visit the GFL Green Finance Latin American and Caribbean website here.
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http://www.iadb.org/document.cfm?id=EZSHARE-1728116555-3601
http://www.iadb.org/document.cfm?id=EZSHARE-1728116555-3601
https://www.iadb.org/en/project/BL-L1028
https://www.iadb.org/en/project/BO-L1191
https://publications.iadb.org/handle/11319/8815
https://www.iadb.org/en/project/AR-L1267
https://www.iadb.org/en/project/HO-T1255
https://www.iadb.org/en/project/HO-L1152
https://www.iadb.org/en/project/RG-T2720
https://www.iadb.org/en/project/RG-X1244
https://www.iadb.org/en/project/CO-L1217
https://www.iadb.org/en/project/CO-L1217
https://www.iadb.org/en/project/EC-L1223
https://www.iadb.org/en/project/CO-Q0016
http://www.iic.org/en/projects/project-disclosure/11912-02/colombian-energy-efficiency-trust-0
http://www.greenfinancelac.org/

BOX 2.5

Diversifying
Uruguay’s

Energy Matrix

In mid-2012, there were only four wind farms in op-
eration in Uruguay, representing a total capacity of
43 megawatts. Today, there are 42 wind farms and 17
solar plants operating in the country, most of which
are privately owned and hold a power purchase
agreement (PPA) with the state-owned energy utility
company, UTE (Administracion Nacional de Usinas y
Transmisiones Eléctricas).

The IDBG played a key role in the successful di-
versification of Uruguay’s energy matrix as well as in
the participation of the private sector in energy gen-
eration in the country, starting with the private sector
project Palmatir (UR-L1080), which was approved in
December 2012.

When the project began, long-term commercial fi-
nancing in Uruguay for project finance was limited to
12-year tenors. The IDBG provided a $41.7 million loan
with a tenor of up to 20 years, which was critical to the
financial viability of the project.

The wind farm started operating in May 2014, and
with its 50 megawatts of installed capacity, it more
than doubled the capacity installed at baseline. In
2017, the project produced 10 percent more energy
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than originally expected at closing (an 8 percent in-
crease over 2016 levels) and displaced an estimated
94,600 equivalent tons of carbon dioxide emissions.
That year, the project’s sponsor sold 76,443 Verified
Emission Reductions.

Palmatir was among the first large renewable en-
ergy projects developed through private sector in-
vestment in Uruguay. The PPA originally tendered
by UTE did not include certain provisions typically
required to secure access to international financing
for this type of project. The IDBG contributed to the
renegotiation of the PPA to address these concerns,
which resulted in a successful bidding auction that
served as a benchmark for subsequent PPA auctions
of wind energy projects to private sector companies
in the country.

Uruguay is now among the world leaders in the
share of energy generation from renewable resourc-
es—which accounted for 96 percent of total energy
generated in 2017. The importance of wind power
in the energy matrix has increased notably in recent
years, from 6 percent of the total energy generated
in 2014 to 15 percent in 2015, and 31 percent in 2017.
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recognized as exemplary deals of the year by 1JGlob-
al, including the Aela project in Chile (12111-01)" to fi-
nance wind farms in three strategic geographic areas,
which together will generate 332 megawatts of energy
to be sold to 26 distributors. This wind power will add
to the country’s renewable energy mix and is expected
to reduce carbon emissions by approximately 590,798
equivalent tons on average per year. Given the sheer
size of total financing for this project ($413.5 million)
and longer tenor required, the IDBG’s involvement
($135 million) was critical in providing comfort to com-
mercial banks that participated in the transaction.

A number of water and sanitation projects ap-
proved in 2017 also included climate elements as
part of IDBG’s efforts to mainstream climate con-
siderations throughout its operations. For example,
IDB approved the Port-au-Prince Water and Sanita-
tion Project Il (HA-L1103) in Haiti, which has as its
primary objective improving the quality of life and
sanitary conditions of Port-au-Prince and rural com-
munities through the provision of sustainable water
and sanitation services. In support of SDG 6 (Clean
Water and Sanitation), the project will address issues
facing many parts of the country, such as low wa-
ter coverage, unreliable water supply, and the high
vulnerability of water sources to contamination. The
project is also expected to invest 20 percent of its
resources in adaptation measures to increase the re-
silience of the water and sanitation sector to climate
impacts. In The Bahamas, IDB Invest also approved
a loan in 2017 (12189-01) which, as part of the Grand
Bahama Utility Company’s business plan to improve
the quality and efficiency of its services, financed the
purchase and installation of smart water meters to
reduce non-revenue water losses.

In terms of environmental sustainability, the IDBG
helps enhance the sustainability of natural capital as
well as improve conservation and preserve ecosystem
services. In this vein, IDB recently approved a new
operation (PN-L1146) to help preserve and develop
Panama’s cultural and natural heritage sites, including
preserving four protected natural areas through more
effective management and financial sustainability. By
project completion, over 313,000 hectares of protect-
ed land and waterways—approximately 12 percent of
Panama'’s total protected area—are expected to have
improved management, including in Coiba National
Park, Volcan Baru National Park and San Lorenzo Pro-
tection Forest and Reserve.

Similarly, the MIF is working to help countries and
communities realize the full economic value of their
natural capital through innovative solutions led by the
private sector. For example, the Intrinsic Value Ex-
change has pioneered a new asset class and online
trading platform to bring natural assets onto a level
playing field with financial capital. The MIF is working
with Intrinsic Value Exchange in Suriname (SU-T1096)
to demonstrate the viability of this pioneering model
by placing a market value on the natural capital of the
Central Suriname Nature Reserve, trading that value,
and sharing the resulting wealth equitably with local
communities while reinforcing conservation outcomes.
If successful, this innovation has great potential as an
alternative market-led solution in the context of com-
pliance with commitments of the global conventions
on climate change and biodiversity.

At the regional level, the MIF is supporting another
market-driven solution—an equity investment of $4
million in the Althelia Sustainable Ocean Fund (RG-
Q0042), the first global “blue economy” investment

17.  The Aela project was also named the Best Latin American Renewables Deal of the Year by Project Finance International.
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fund (using the sea and its resources for sustainable
development) slated to invest in the region. The fund
will invest in real assets and improvements in the man-
agement of coastal fisheries, sustainable aquaculture
projects, the supply chain of sea products, and other
selected coastal projects, while ensuring the best avail-
able social and environmental governance. The expect-
ed impacts include improvements in food and climate
security, means of subsistence, carbon sequestration,
and ecological biodiversity. The fund has an end target
of $100 million, with at least 35 percent of the resourc-
es to be invested in projects in the region.

In addition to a growing amount of new approv-
als with climate finance, the IDBG is continuing to
enhance its ability to capture climate-related re-
sults with new climate-related disaggregation op-

tions developed for many CRF indicators that will
allow for more detailed reporting on climate results
in future years. In 2017, nearly 100 projects in 22
borrowing member countries reported CRF results
related to climate change and environmental sus-
tainability, with 28,000 individuals benefiting from
IDBG-supported projects to improve management
and sustainable use of natural capital, 3.9 million

metric tons of annual CO2 emissions expected to
be avoided due to 2017 approvals, and an addition-
al 2,600 megawatts of installed power generation

capacity supported in the region—all of which was

renewable. Click here to see the specific projects
and initiatives contributing to these and other CRF
indicators related to climate change and environ-
mental sustainability.

3.9 million metric tons of
annual CO, emissions are
expected to be avoided
due to IDBG’s 201/

approvals.
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Institutional Capacity and Rule of Law

1 PEACE, JUSTICE
ANDSTRONG
INSTITUTIONS

y,

The final strategic priority of the IDBG’s institution-
al strategy is Institutional Capacity and Rule of Law,
which is intimately tied to SDG 16 (Peace, Justice and
Strong Institutions) and remains a critical aspect of
advancing the region’s development. Many countries
in the region have made progress in recent years in
such areas as tax administration and collection, in-
creased decentralization of public expenditures, im-
proved transparency of public institutions, and im-
proved citizen access to information. Nonetheless, the
region faces a crisis of citizen confidence, with corrup-
tion scandals rocking several countries in 2017. Public
distrust in government is increasing, satisfaction with
public services is declining, and crime and violence
continue to rate top among citizen concerns.”®

In 2017, the IDBG continued its support to coun-
tries along the multiple dimensions related to insti-
tutional strengthening—from improving the delivery
of public services and facilitating a healthy business
environment to addressing citizen security and tack-
ling corruption. In many cases, this support can be
directly tied to one or more specific SDGs, such as
IDB’s support to an initiative in Colombia that takes
a multi-sectoral approach to addressing many of the
country’s most pressing development challenges
(see Box 2.6).

IDB supports targeted projects to strengthen insti-
tutions in specific sectors (such as health and trans-
port) as well as broader public sector reforms. For

example, the Support to the Public Sector Transfor-
mation Programme in Jamaica (JA-L1073 and JA-
L1078) is working to improve the delivery of public
services by enhancing the quality of transactional
services (such as obtaining a driver’s license or pay-
ing taxes) and improving efficiency in public spend-
ing. By investing in information and communications
technologies to make additional services available on-
line and carrying out organizational and process re-
engineering, it expects to reduce the time required to
deliver prioritized public services and increase citizen
satisfaction.

In light of the 2030 Agenda and the commitment
to move from billions to trillions in development fi-
nance, increasing institutional capacity to mobilize
domestic resources is of critical importance. IDB has
ongoing initiatives in ten countries in the region (Ar-
gentina, Brazil, Colombia, El Salvador, Guatemala,
Guyana, Honduras, Jamaica, Mexico, and Uruguay)
aimed at improving revenue collection, strengthening
public expenditure efficiency, and other aspects of
domestic resource mobilization through such activities
as improving real property tax assessment systems in
Guyana (GY-T1130), reducing noncompliance with tax-
es and customs duties in El Salvador (ES-L1131), and
strengthening investment management in Argentina
(AR-L1248).

Institutional capacity building is also treated as a
cross-cutting issue in IDB’s operations because strong

18. According to the global UN survey “My World,” which had 9.7 million respondents as of May 2018, “an honest and responsive

government” and “protection against crime and violence” are among the top 10 concerns facing the citizens of the region.
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BOX 2.6

Supporting Colombia
in Achieving the SDGs

Tackling the SDGs means tailoring IDBG responses
to the specific concerns of countries and subregions.
Over the past several years, IDB has been support-
ing Colombia in its country-wide initiative known as
Sustainable Colombia (Colombia Sostenible), which
is based on the SDGs and takes a systemic and multi-
sectoral approach to addressing rural development,
climate change, environmental sustainability, and
social inequality in areas characterized by armed
conflict. The IDB worked closely with Colombia, pro-
viding specialized technical assistance to define op-
tions for the structure and effective operation of the
initiative, as well as to identify the key regions, sec-
tors, and activities that could maximize sustainable
development impact in a post-conflict context. The
IDB also facilitated an institutional process for deci-
sion-making and definition of the specific elements
of Colombia Sostenible.

Colombia’s long-running civil conflict took a toll
on the environment, with conflict zones experiencing
disproportionate levels of poverty and environmen-
tal destruction. In 2014, they had a multidimensional
poverty index of 55 percent, compared with the coun-
try’s average of 46 percent. In 2015, 89 percent of the
country’s deforestation took place in these zones.
While the civil conflict came to an end in 2016, contin-
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ued work is needed to close these gaps. Addressing
these issues requires a response tailored to Colom-
bia’s unique circumstances.

In 2017, a $100 million IDB loan (CO-L1166), entitled
Sustainable Colombia Program (SCP), was approved
to support many of the objectives of Colombia Sos-
tenible. The SCP targets 170 municipalities affected
by the conflict, addressing a range of interconnected
development challenges—from restoring degraded
ecosystems and financing sustainable agriculture and
agribusiness projects to building the technical capac-
ity of local and regional actors. By the time the project
is completed, more than 30,000 hectares of land are
expected to have benefited from sustainable produc-
tion practices, conservation incentives, and ecological
restoration. In addition, more than 30,000 farmers are
expected to adopt sustainable production systems
and average net income for small and mid-size pro-
ducers is expected to increase by roughly 20 percent.

The SCP contributes to many SDGs—from SDG 8
(Decent Work and Economic Growth) and SDG 10
(Reduced Inequalities) to SDG 13 (Climate Action) and
SDG 15 (Responsible Production and Consumption)—
and the broader Colombia Sostenible program in-
cludes Colombia’s complete priorities in terms of ad-
dressing the SDGs. The IDBG’s support to these types
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of initiatives is aimed at helping countries realize their
specific SDG ambitions while building longer-term ca-
pacity at a local level to address priority development
challenges.

While most of the work to date has been focused
on putting in place the systems and elements required
to implement activities under this initiative, this work
has already strengthened the institutional capacity in
Colombia to design comprehensive interventions that
support economic, social, and environmental sustain-

able development across areas that previously would
have been managed separately, including deforesta-
tion and the loss of natural capital; rural poverty; terri-
torial development; local capacity; and climate change.

The loan approved in 2017 will be complemented
by future operations supported through the Colombia
Sostenible Multi-donor Fund that was established in
2017 to channel financing to the program. To date, the
Governments of Norway, Sweden, and Switzerland
have contributed to the fund.

Recovery of Local Economic Development in
Post-conflict Regions, Colombia (CO-M1088)
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institutions are critical for addressing each of the oth-
er strategic priorities. Thus, many projects incorporate
institutional strengthening as part of their strategy for
enhancing the operation’s long-term sustainability.
For example, a $30 million project approved for Peru
in 2017 (PE-L1153) aims to improve environmental
conditions in 12 municipalities in areas degraded by
solid waste. While most of the financing is directed to
closing dumpsites, it also includes $1 million to finance
activities, including training to strengthen municipal
and social management and support for the imple-
mentation of Recyclers’ Social Inclusion Plans to help
move informal recyclers to formal employment or al-
ternate employment activities.

Rule of law and citizen security are also important
aspects of strong institutions and a top concern for citi-
zens of the region. In this vein, IDB has been supporting
more than 300 subnational governments in Argentina
(AR-L1074), as well as Santo Domingo in the Domini-
can Republic (DR-L1035), and a national project in
Costa Rica (CR-L1031) to reduce criminal behavior and

improve the police force’s effectiveness in addressing
violent crimes. In 2017, a new project was approved in
Jamaica (JA-L1074) to address the security challenges
in that country, with an aim of reducing the murder rate
and increasing the proportion of police investigations
of murders that result in prosecution.

The prosperity of the region is intimately tied to the
ability of its institutions to inspire confidence among
citizens and private enterprise to create the necessary
conditions for economic growth, innovation, and so-
cial progress. More than 40 projects in 15 borrowing
member countries had results related to institutional
capacity and rule of law in 2017, with 28 government
agencies strengthened with technological and mana-

gerial tools to improve service delivery, 334 subna-

tional governments benefited from citizen security

projects, and 10 countries supported with initiatives to

improve domestic resource mobilization. Click here to

see the specific projects and initiatives contributing to
these and other CRF indicators related to institutional
capacity and rule of law.

In 201/, 334 subnational
governments benefiteo

from cCitizen security projects
supported by the IDBG.
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Reflections

As each country in the region moves forward in ad-
vancing its SDG priorities, it will have to address the
underlying issues that contribute to current gaps.
Ongoing challenges related to closing the region’s
infrastructure gap (SDG 9), responding to climate
change (SDG 13), and creating more sustainable cit-
ies (SDG 1), for example, remain critical through-
out the region. Achieving the targets for these and
other SDGs requires taking an integrated approach
that recognizes the interconnectedness of develop-
ment challenges.

The three challenges and cross-cutting issues of
the UIS continue to remain relevant in the region,
with further work needed to accelerate progressin a
number of areas. While specific approaches must be
tailored to the local context, a number of common
underlying gaps exist that have the potential to have
broad impact across many SDGs and development
challenges. Specifically, continued and, in many cas-
es, increased efforts in the following areas will be im-
portant to the region’s development progress:

Addressing the region’s social needs for all: In light
of recent upticks in poverty rates and the vulnerability
many households face of falling back into poverty, the
IDBG must maintain its long-standing commitment to
support programs that break the cycle of poverty and
lead to sustainable improvements in socioeconomic
conditions. Gaps in access to basic services require
ongoing attention and the region’s gains in education
access need to be complemented by improvements
in quality and student outcomes. To ensure no one
is left behind, the IDBG needs to continue scaling up
its efforts to mainstream the inclusion of gender and
diversity considerations throughout its operations.

Leveraging technology and innovation to im-
prove productivity and competitiveness: The pace of
technological change makes accelerating innovation
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and the use of technology in the region more impor-
tant than ever to compete in the world market and
address the region’s productivity and innovation lags.
The digital economy and digital technologies offer
opportunities to exploit emerging industries, improve
efficiencies and productivity, make knowledge more
accessible, and scale solutions to pressing social and
environmental problems. They also imply changes
to how people work and the demand for skills. The
IDBG should ramp up its support to help the region
adapt to technological change and harness the op-
portunities it offers, such as through investments in
innovation ecosystems and entrepreneurial solutions,
support for education and training systems that are
aligned to the evolving needs of the job market, and
support for partnerships with leading global sources
of technology.

Bolstering regional economic integration: The
growing backlash against globalization raises the stra-
tegic value of the IDBG’s efforts to advance economic
integration in the region. In order to improve the ex-
port, productivity, and growth prospects of the re-
gion’s economies, the IDBG must continue its efforts
to reduce the fragmentation of existing initiatives, fa-
cilitate the insertion of regional firms into global value
chains, improve regional infrastructure, and build in-
stitutional and private capacity to address barriers to
competing in the global marketplace.

Mainstreaming climate change and sustainability:
While the IDBG has made significant efforts to main-
stream climate change and sustainability throughout
its operations, continued vigilance on these topics
is necessary given the fundamental role that natural
resources play in the region’s economies. With the
SDGs related to Sustainable Cities (SDG 11), Climate
Action (SDG 13), Life Below Water (SDG 14), and Life
on Land (SDG 15) among those at greatest risk of fall-
ing short in the region, it is important that the IDBG
sustain its efforts to mainstream climate change con-
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siderations in its operations and strategic dialogue
with governments.

Strengthening institutions to mobilize resources
and tackle corruption: Strong institutions are an es-
sential ingredient to the region’s development. In a
time of low citizen confidence in public institutions,
countries must strengthen their capacity to tackle
corruption, fraud, and other practices that under-
mine public and investor confidence. Attention to
creating economic and institutional conditions that
will spur private investment remains critical to meet
the region’s development needs and attract catalytic
investment to the region. At the same time, improve-
ments in domestic resource mobilization (such as im-

proving revenue collection and strengthening public
expenditure efficiency) and continued support to
both public and private clients with designing and
implementing PPP projects are needed to meet the
SDG financing gap.

Beyond continuing and enhancing efforts in these
areas, the IDBG must also focus heavily on the way
it carries out its work to maximize the development
benefit for each dollar invested and ensure that proj-
ects meet their targets. The next chapter discusses
the key tools used for this purpose and more deeply
examines the final achievement of results of com-
pleted projects.

The three challenges and
Cross-cutting issues of the UIS
remain relevant in the region,
with additional efforts needed
to accelerate progress.
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CHAPTER 3.

Driving

toward Effective

Development

The overarching goal of the IDBG is to promote sus-
tainable growth and social inclusion, while also re-
ducing poverty and inequality. Achieving this goal
requires the selection of projects that will generate
results in priority areas aligned with country and cli-
ent needs, as well as the effective design, monitor-
ing, and evaluation of these projects. To this end, the
IDBG’s DEF™ includes a set of tools to support the
operational process from beginning to end, including
disseminating knowledge gained from projects and
feeding learning back into the operational cycle, as
illustrated in Figure 3.1. This framework not only re-
sponds to the need for accountability to IDBG stake-
holders, but also emphasizes continuous learning
and improvement.

The international development community has rec-
ognized the DEF as a significant achievement of the
IDBG due to its scope and robustness (MOPAN, 2017).
Implementation of this framework has required a sub-
stantial investment throughout the IDBG to change
the organizational culture from a focus on project ap-
provals to a focus on results. This change has required
staff training, new IT systems, the creation of digital
platforms, and organization-wide change manage-
ment and dissemination campaigns. It has also re-
quired a consistent focus on improvement.

Overall, since the implementation of the DEF nearly a
decade ago, project design has improved (see approv-
als sections below). The DEF has also enhanced IDBG’s
ability to identify execution problems in the early stages

19. In the early 2000s, the Inter-American Investment Corporation (now IDB Invest) introduced a development effectiveness

approach, laying the groundwork for the overarching IDBG DEF launched in 2008. In parallel, the MIF implemented a stream-

lined tracking and information system, coordinating its development effectiveness approach with the IDBG. After the private

sector consolidation in 2016, IDB Invest launched a reinforced DEF for its operations (see 2016 DEQO for more details), building

on collective IDBG experience. See Appendix B for a more detailed explanation of the IDBG’s DEF tools.
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Figure 3.1 Development Effectiveness Framework Tools and the IDBG Project Cycle

Selecting the
right projects
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Note: See Appendix B for a more detailed explanation of IDBG DEF tools. Knowledge management and communications tools
include workshops, seminars, courses, publications, and blogs. DELTA = Development Effectiveness Learning, Tracking and As-
sessment Tool; DEM = Development Effectiveness Matrix; FCR = Financial Contribution Rating (rolled out in 2018); FSR = Final
Project Supervision Report; IDB = Inter-American Development Bank; iDELTA = Innovation DELTA (rolled out in 2018); IE = Impact
Evaluations; MIF = Multilateral Investment Fund; PCR = Project Completion Report; PMR = Progress Monitoring Report; PSR =
Project Supervision Report; PSU = Project Status Update; XSR = Expanded Supervision Report.

a. The DEA systematizes development effectiveness data collected throughout the project cycle to produce relevant portfolio-
level insights and analytics for IDB Invest stakeholders. It also includes an online lessons learned repository, which was
launched in 2018.
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of implementing projects (see monitoring sections be-
low). Nonetheless, there is additional room for improve-
ment and closing knowledge gaps, particularly when it
comes to more systematically collecting findings from
operations and applying this learning to the design of
future projects. In addition, IDBG projects that are now
being monitored and completed are facing evaluabil-
ity challenges because they were designed in the early
stages of the DEF, when teams’ abilities to design proj-
ects that were evaluable as well as their familiarity with
the DEF guidelines were less advanced. This led to a
mismatch with today’s evaluation standards—there was
a steep learning curve. The remainder of this chapter
discusses the respective performance of the IDB, IDB
Invest, and the MIF related to project approval, monitor-
ing, completion, and evaluation.

The Inter-American Development Bank:
Approval, Monitoring, Completion, and
Evaluation

Approval

IDB projects include an ex ante assessment of how
evaluable the project will be at completion. The IDB
ensures the evaluability of operations by assessing ev-

ery operation’s proposal and verifying that provisions
exist to properly monitor the project’s implementa-
tion and evaluation. At-entry evaluability of a project
is measured with the Development Effectiveness Ma-
trix (DEM).

Figure 3.2 shows that since 2014, all approved SG
loans have been categorized as evaluable or highly
evaluable—that is, with an evaluability score of 7 (out
of 10) or higher on the DEM. In 2017, 25 projects were
rated as highly evaluable and 65 as evaluable (29 per-
cent and 71 percent of total approvals, respectively),
demonstrating that the IDB has successfully adopted
this framework at entry.

It is critical that project design be informed by ev-
idence-based solutions—that is, solutions that have
been empirically tested under similar circumstances.
In this way, projects will benefit from the growing
body of knowledge in their field. When designing new
operations, it is important to identify interventions
that have been rigorously tested previously to assure
that they work (internal validity), and that they work
in the specific context in which the intervention is tak-
ing place (external validity). As shown in Figure 3.3, 71
percent of all SG loans approved in 2017 put forward
solutions with empirical evidence.

The DEF supports the
operational process from

beginning to end.

Development Effectiveness Overview 2018

65



Figure 3.2 Share of IDB Sovereign Guaranteed Loans by Evaluability Level, 2012—2017
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Note: To allow for cross-year comparisons, projects have been reclassified according to their DEM scores using the 2017 evalu-

ability categories. “Highly evaluable” includes projects with a DEM score of 8.95 or higher; “evaluable” includes projects with a

score between 7 and 8.94; and “partially evaluable” includes projects with a score between 5 and 6.99. No projects approved

from 2012—2016 received an evaluability score of less than 5.

Figure 3.3 Share of Sovereign Guaranteed Approvals with Evidence-Based Solutions, 2012—2017
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However, as the IDB seeks to design and implement
innovative solutions to challenging issues, there are cer-
tain cases for which no empirical evidence exists because
the proposed intervention is new and has not been tried
before. In these cases, IDB interventions include rigor-
ous evaluations so that the evidence generated will con-
tribute to closing this knowledge gap (see Chapter 4 on
Impact Evaluations (IE) for more information).

Monitoring
The Progress Monitoring Report (PMR) is used to
monitor the execution of the IDB’s SG operations and

capture the results they achieve over time with a view
to using these findings to improve future execution.
Once a project is approved, it is critical to monitor its
status to ensure that implementation starts expedi-
tiously, and that the project remains on track, consis-
tent with its initial plan. As execution progresses, it
is also important to monitor the achievement of re-
sults with respect to the anticipated targets. Box 3.1
describes the PMR classification within the lifecycle of
an SG operation.

The IDB’s active portfolio
includes 662 operations,
equivalent to $52.4 billion
as of December 31, 201/
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Lifecycle of Sovereign
Guaranteed Operations
and PMR Classification

For the purposes of the Progress Monitoring Report
(PMR), the operational lifecycle of an SG operation has
three stages, as shown in Figure 3.1.1. The first stage
begins with the approval of the operation by the Board
of Executive Directors and ends when the project
reaches eligibility, which requires legal or administra-
tive approval by the beneficiary country and the fulfill-
ment of the clauses for first disbursement. The second
stage starts when the project becomes eligible for its
first disbursement and continues until just before 95
percent of project funds have been disbursed by the

IDB. The third stage begins with the 95 percent dis-
bursement and runs until the operation closes.

The dimensions of project performance are mea-
sured through a set of indicators tailored to each of
the three stages. Some indicators are only used for
tracking purposes, while others are used for rating
project performance in three categories: satisfac-
tory, alert, or problem. Projects are classified into
each category depending on how well they match
country benchmarks and/or their execution and fi-
nancial plans.

Figure 3.1.1 Lifecycle of Sovereign Guaranteed Operations
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The active portfolio of the IDB (monitored through
the PMR) includes 662 operations, equivalent to
$52.4 billion as of December 31, 2017. These include
602 SG loan operations and 60 Investment Grants
greater than $3 million.?° In the 2017 classification
exercise, 82 percent of operations were classified
as satisfactory, 11 percent as alert, and 7 percent as
problem. Figure 3.4 shows the performance classi-
fication of the PMR portfolio overall and by stage.?
Box 3.2 summarizes the main factors that impaired
the execution of the operations classified as alert and
problem.

For approved projects that have not yet reached
eligibility (the first stage in Figure 3.1.1) and there-
fore cannot disburse, the classification is based on a
comparison between the elapsed time from the ap-
proval date to the moment in which disbursements
can start, considering interim legal steps depending
on the characteristics of the country. The compari-
son is made with the country’s benchmark deter-
mined by its own historical pattern with the IDB. Of
the projects in this first stage in 2017, 85 percent
were classified as satisfactory, 8 percent as alert,
and 7 percent as problem.

For projects that are disbursing (the second
stage in Figure 3.1.1), the PMR uses an adaptation
of the Earned Value Method technique to classify
execution performance by comparing the planned
values of a project with the actual values achieved
(earned value) and the actual costs. In short, what
this methodology does is detect whether projects
are delayed in their execution or experiencing cost
overruns in comparison to their initial execution plan
and to yearly updated plans. In 2017, 78 percent of
projects that had disbursed less than 95 percent of
their allocated resources were classified as satisfac-
tory, 14 percent as alert, and 8 percent as problem.

Projects that in 2017 had disbursed 95 percent or
more of their allocated resources (the third stage in
Figure 3.1.1) are classified according to the same crite-
ria used in stage 2, plus one additional indicator that
measures the time elapsed since the moment when
more than 95 percent of project resources were dis-
bursed until its closure. In 2017, 94 percent were clas-
sified as satisfactory, 3 percent as alert, and 3 percent
as problem.

20. Operations with an approved Project Completion Report (PCR) by the end of the PMR cycle, investment grants of less than

$3 million, and investment grants through the Salud Mesoamerica Initiative are excluded.

21. In total, 599 operations received a performance classification for 2017. The remaning 63 operations monitored through the

PMR are not subject to a performance classification. These include Policy-Based Loans (PBLs), Policy-Based Programmatic

Loans (PBPs), and Performance-Driven Loans (PDLs).

Development Effectiveness Overview 2018

69



Figure 3.4 PMR Portfolio Classification, 2017 (percent of operations)
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Lima Metro Line 2 and Line 4
PPP, Peru (PE-L1160)
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BOX 3.2

Most Common Factors
Influencing Project
Execution in 2017

Collecting information about the factors influenc-
ing project execution is critical to addressing prob-
lem areas as they arise throughout the project’s life-
cycle and also to deepening the knowledge base of
what works (or does not work) in development more
broadly. Through its PMR, the IDB monitors the main
factors affecting the physical and financial progress
of SG operations, as well as their achievement of de-
velopment results. IDB project teams report in the
PMR the factors that contributed to the classification
of alert or problem for projects that are not perform-
ing satisfactorily.

The PMR allows teams to classify these factors
along one of the following four dimensions: organi-
zational and managerial; fiduciary; technical-sectoral;
and public processes/actors (see Figure 3.2.1). In 2017,
organizational and managerial dimensions were most
often cited as contributing to issues in execution. In
particular, adjustments in government priorities and
weak institutional capacity impeded the physical and
financial progress of certain projects and limited the
achievement of their expected development results.

In terms of government priorities, these can evolve
for a number of reasons throughout a project’s lifecycle
and can have a significant impact on project execution.
For example, in an operation focused on the integrated
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management of solid waste, the government decided
to cancel one of the subprograms of the project and
the current and expected bids for the year stopped as
the government reassessed its priorities. As a result,
the operation was unable to continue execution as
planned. Since then, the project team has continued to
maintain a close dialogue with the executing agency,
participating in discussions to support the prioritiza-
tion exercise and supporting preparation activities that
will allow for smooth reactivation of the program once
the government decides to move forward.

Regarding weak executing agency capacity, the
constraints identified are in such areas as technical
knowledge required to carry out the project’s objec-
tives; familiarity with IDB and/or country policies and
regulations; skills in financial management, procure-
ment and other operational processes; and ability to
successfully lead coordination, monitoring, and evalu-
ation activities. For instance, in a tourism develop-
ment project, the quality of the civil works carried out
were affected by the limited technical knowledge of
the executing agency to develop executive designs,
and to supervise and manage the construction work
after completion. As a result, even 18 months after the
civil works were finished the infrastructure was not
fully operational.

Inter-American Development Bank Group

It is crucial to assess executing agency capacity
during project preparation. To address capacity gaps
such as those identified in the PMR exercise, IDB up-
dated its institutional capacity assessment methodol-
ogy in 2017 and integrated it into the standard risk
management procedures for SG operations.

The updated methodology evaluates the capacity
of executing agencies with respect to various areas,
such as project management, technical skills, procure-
ment, and financial management. It also assesses the
communication and decision-making channels among
the different areas of the agency that are engaged in
project execution. Any weaknesses identified in the
institutional capacity assessment are documented as

potential risks for the operation and analyzed in terms
of their likelihood to occur and expected impact on
the operation. Specific response actions are crafted
to manage these weaknesses effectively, which may
include engaging higher authorities in proactively
managing the project and facilitating coordination
among the parties. This is especially important when
institutional arrangements are complex, such as in
operations that involve both national and subnational
entities or multiple ministries. In order to complement
the updated methodology, the IDB will be develop-
ing a toolkit in 2018 to help project teams select the
appropriate execution arrangements for operations,
building on lessons learned from past projects.

Figure 3.2.1 Dimensions of Qualitative PMR Information
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Completion and Evaluation

Ex ante evaluability ratings (captured with the DEM)
and PMR classification during the project lifecycle are
tools designed within the scope of the DEF to ensure
that at project completion there is verifiable evidence
of what was achieved, how it was achieved, and what
lessons can be drawn from the experience. The PCR is
the DEF tool used to analyze whether a public sector
project met its targets and achieved the desired de-
velopment goals. Today, most of the portfolio consists
of operations that were designed and implemented
using the DEF tools and are therefore subject to vali-
dation by OVE (see Figure 3.5). For 2017, IDB Manage-

ment submitted 100 percent of the PCRs that needed
OVE’s validation—that is, all projects that reached
closed status in 2016 and were approved after the
DEF came into full force.??

As a response to OVE’s evaluation and review of
previous PCR guidelines (OVE, 2015 and 2017a), in
2017 IDB Management and OVE jointly agreed on a
set of principles and guidelines to harmonize and uni-
fy the criteria for evaluating IDB projects at comple-
tion. These guidelines were approved in early 2018
and specify that achieved projects results must be
compared against those indicators and targets es-
tablished when the projects were approved as well as

Figure 3.5 Projects Subject to OVE Validation, 2011—2019, percent
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77
57
Not subject to
OVE validation
. Subject to OVE
validation

20M 2012 2013 2014 2015

2016 2017 2018 2019

Note: 2018 and 2019 percentages are estimated. OVE = Office of Evaluation and Oversight.

22. As mandated by IDB-9, PCR ratings for projects that were approved after the launch of the DEF need to be validated by

OVE. In 2017, there were 65 operations (66 percent in Figure 3.5) subject to OVE validation. Of those, 41 required a PCR to be

prepared, and the 24 remaining were either part of a series (13), were projects that were cancelled with less than 30 percent

of disbursement (nine), or otherwise did not require a PCR (two).
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any changes in outcomes that were established within
60 days of the project reaching eligibility.? Guidelines
prior to 2018 allowed for project teams to compare
projects’ achieved results against targets that were
adjusted throughout the project lifecycle.

In 2017 project teams prepared PCRs following val-
id guidelines at the time, while OVE rated this same
set of PCRs following the 2018 guidelines. Figure 3.6
presents PCR ratings by IDB Management and OVE.
Management’s self-evaluations resulted in overall
higher ratings than those of OVE (see Table B.2 in
Appendix B for detailed ratings by project). Spe-
cifically, Management’s ratings show that 88 per-
cent of projects were partially successful or above,
while OVE found that 54 percent were partially

successful or above. The differences in criteria be-
tween the guidelines used to prepare PCRs and the
2018 guidelines utilized by OVE for its ratings ex-
plain most of the discrepancies in the PCR scores
shown in Figure 3.6.

A total of 13 PCRs (31 percent) had noticeably dif-
ferent ratings between Management’s self-evaluation
and OVE’s independent evaluation ratings—that is, a
difference of two points or more on the six-point scale
used to rate PCRs (see Figure 3.7). As the guidelines
approved in 2018 will be utilized by project teams to
prepare future PCRs, moving forward IDB Manage-
ment expects the divergence attributable to the use
of different criteria between Management’s self-eval-
uation and OVE’s independent evaluation ratings to

Figure 3.6 PCR Ratings by IDB Management and OVE, 2017
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23. This adjustment was necessary to fully align the IDB’s practice to the Evaluation Cooperation Group’s evaluation standards.
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Figure 3.7 Differences between Management’s Ratings and OVE’s Ratings

39
o 27
o 24
S
o
o
S
o
Ll
m
=
2
z
7
3 -2 1 0

diminish gradually over time (that is, the transition
process may cause some divergence to persist in the
coming OVE validation cycles). Some illustrate cases
of both successful and unsuccessful projects after the
2017 PCR validation exercise follow.

Projects Rated as Successful

After the 2017 PCR validation exercise, a total of 23
projects were considered successful by both Manage-
ment and OVE—that is, both gave scores in the top
three categories of the six-point scale (highly success-
ful, successful, or partially successful). The health re-
form program in Brazil (BR-L1044) and the project to
strengthen financial services in Uruguay (UR-L1052)
are textbook examples of good application of the DEF
methodology. Independent of the sector or context in
which these two projects took place, a robust design
ensuring the sustainability of the project results over
time made both projects successful.
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A Successful Modernization of a Local Health
System in Brazil. The Health Modernization and
Humanization Program (BR-L1044), approved in
2011, was an important part of the process started
in 2009 to restructure the health system in the
municipality of Sdo Bernardo do Campo in the
State of Sao Paulo, Brazil.

The process aimed to align the Unique Health
System of the municipality to the national policy,
including integral and universal access to the
health system. Both OVE and IDB Management
rated the program as successful. The ratings
matched mainly because the program design ac-
curately considered the context of the interven-
tion and had a logical theory of change that re-
mained relevant over time, in which activities led
to outputs, and those outputs led to the expected
outcomes and impacts.
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The program remained aligned to the coun-
try’s and the IDB’s priorities during the entire time
in which it was implemented. However, the proj-
ect had to make adjustments to improve the defi-
nitions of some indicators and to reallocate funds
between components. Given that these changes
where aligned with the overall logic of the pro-
gram, the adjustments only slightly changed the
rating under the new guidelines for PCRs.

The consistency in the results matrix of the
project over time made it possible to track the
evolution of indicators and evaluate to what ex-
tent targets were met. Both IDB Management
and OVE considered the program to be effec-
tive given that it achieved (or partially achieved)
most of its targets in terms of outcomes and
outputs, and that the PCR included a plausible
explanation of why those achievements could
be attributed to the program.

The sustainability of outcomes was deemed
“excellent” because the health reform remained
a national priority after the program was closed,
the execution unit was composed of permanent
staff of the Secretary of Health, and a new pro-
gram in the health sector was approved by the
IDB to guarantee the continuity of the results
(BR-L1415).

* A Successful Program to Strengthen the Fi-
nancial Services Superintendency in Uruguay.
Strengthening the financial system has been a
priority for Uruguay ever since the financial crisis
of 2001-2003. Thus, the central objective of the
project (UR-L1052) was to improve the efficacy
and efficiency of the regulatory and supervisory
functions of the financial services Superinten-
dency of Uruguay’s Central Bank (Superintenden-
cia de Servicios Financieros, SSF). The program,
which began execution in 2010, was designed
pragmatically and with a logical sequence that
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contributed to its success, and included activities
to strengthen the SSF, improvements to the legal
and operative procedures for the SSF’s regulatory
framework, and the application of new standards
for financial supervision.

OVE and IDB Management both rated the
program favorably in terms of the robustness of
the design and the sustainability of results. Re-
sults achieved included the adoption of many
international principles for the supervision of
financial intermediaries, insurance agencies,
securities, and pension programs. Factors con-
tributing to the program’s success included the
decisive support from senior management at
both the SSF and Central Bank, the successful
engagement of consultants hired to implement
the program and the subsequent continuity of
some consultants as staff of SSF, and the posi-
tive and continuous collaboration between the
IDB and SSF. Results achieved are considered
sustainable because the SSF has institutionalized
the program’s objectives in its strategic plans.

Projects Rated as Unsuccessful

While there were several cases in which both Man-
agement and OVE found a project to be success-
ful, there were also five cases (CH-L1061, PR-L1049,
VE-L1030, VE-L1031, and the policy-based loan pro-
gram series DR-L1014) where both Management and

OVE found the project to be unsuccessful. Some-
times, projects that are approved with a robust de-
sign end up being affected negatively by external
factors unanticipated during project execution or
beyond the project team’s control. Such examples
can be found in the program to strengthen an inte-
grated foreign trade system in Chile (CH-L1061) and
a policy-based loan program series in the Domini-
can Republic (DR-L1014) to support competitive-
ness in the country. The success of the projects was
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negatively affected by a lack of support within the

institutions in which the programs were applied and

within other national entities.

* A Slow Start for an Integrated Foreign Trade
System in Chile. The project Support for the
Establishment of an Integrated Foreign Trade
System (CH-L1061) aimed at facilitating and pro-
moting foreign trade to better position Chile in
the international economy. The main output of
the program was the implementation of an in-
tegrated system for foreign trade. This platform
was expected to serve as the only portal through
which all foreign trade transactions would be
carried out by making diverse technological
platforms cohesive and allowing for interoper-
ability across many agencies. At approval, iden-
tified risks included a low level of commitment
from relevant agencies and resistance to change
in the private and public sectors. These risks
were expected to be mitigated by dissemination
measures as well as capacity building activities
for relevant stakeholders.

Nonetheless, these measures were insuffi-
cient. OVE and IDB Management agreed that the
program was unsuccessful in achieving results,
mainly because the system remains underutilized.
While the foreign trade transactions conducted
through the system do show evidence of saving
time, use of the tool is not mandatory and some
functionalities are yet to be integrated so that
it may encompass all foreign trade procedures.
Currently, only 26 percent of monthly exports are
conducted through the integrated system and
only 48 percent of customs agents are registered

to use it. In the long-term, added functionality
could allow for wider system use and better re-
sults could materialize.

A Program to Support Competitiveness Falls
Short in the Dominican Republic. Another PCR
rated unsuccessful covered a series of three pol-
icy-based loans (DR-L1014, DR-L1046, and DR-
L1116) and supported reforms aimed at increasing

competitiveness in the Dominican Republic by
backing institutional changes to boost productivi-
ty, including improvements in fiscal management,
trade, and the business environment. The reforms
are all considered conducive to increase com-
petitiveness in the development literature. For in-
stance, it is widely accepted that the business en-
vironment affects investment decisions and thus
its improvement increases business profitability.
However, in assessing the reforms as imple-
mented, OVE and IDB Management agreed that
the legal and institutional changes were insuf-
ficient in achieving results.?* To give just one
example, the reforms called for the creation of
a Regulatory Commission for Free Trade. While
this Commission was created and the govern-
ing body was constituted, an Executive Direc-
tor was never designated. Thus, the Defense for
Free Trade Law passed under the program re-
mains unimplemented. Even though the reforms
passed are considered best practices, gaps
in translating policy into action hindered the
achievement of results. In hindsight, it seems
that the reforms did not take hold in the Domin-
ican context, where many entities with differ-
ing mandates have not been able to coordinate
adequately. Accompanying the policy-based

24. Management rated the project as Highly Unsuccessful, and OVE’s validation rated it slightly better as Unsuccessful.
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loan with an investment loan might have helped
ground the reforms.

IDB Invest: Approval, Monitoring,
Completion, and Evaluation

In the second year of deploying its reinforced DEF
tools, IDB Invest took stock of experience to date to
fine-tune the guidelines of the Development Effec-
tiveness, Learning, Tracking, and Assessment tool
(DELTA). The DELTA is a flexible, fact-based scoring
system that rigorously measures the development im-
pact, economic returns, and value added of each proj-
ect, facilitating learning across the portfolio. To this
end, the tool includes three key dimensions of analy-
sis: (1) alignment to country and corporate priorities;
(2) the DELTA project score, which captures each op-
eration’s development outcome and additionality; and
(3) the evaluability score, which assesses the quality
of project design.

In addition to sharpening the DELTA guidelines,
another major advance focused on developing a new
monitoring approach for both IDB Invest and legacy
operations.?> This new monitoring approach (de-
scribed in greater detail below) is based on the DELTA
and aims to systematically assess project and portfo-
lio progress toward achieving expected development
impacts and results, identify operations in need of
support to reach their objectives, and facilitate learn-
ing from operational experience. Finally, to complete
the learning cycle and facilitate the incorporation of
lessons into the design and implementation of other
projects, an online repository of lessons learned from

completed projects was created as part of the Devel-
opment Effectiveness Analytics (DEA) system.

Approval

A key attribute of the DELTA is that it allows for robust
project assessment. The DELTA project score ranges
from zero to 10, and a minimum of 5 is required for a
project to be approved. In line with the 2017 median
target of 8 set by IDB Invest Management, the median
DELTA score at approval was 8.1, a significant increase
from the median score of 7.6 in 2016. Disaggregating
these scores by IDB Invest’s three business sectors—
corporates,? financial institutions, and infrastructure
and energy—reveals various trends.

Infrastructure and energy projects continue to
have the highest median DELTA at approval, with
a score of 8.7 in 2017, given the positive social and
economic contribution they tend to have on a large
number of final beneficiaries and their positive envi-
ronmental impact. Corporate projects recorded the
biggest increase in the median DELTA, from 7.1to 8.1,
in large part due to progress made in financial ad-
ditionality. The median score of financial institution
projects did not increase because the proportion of
projects with a DELTA score between 9 and 10 was
lower in 2017. However, the proportion of projects
with a DELTA score above 8 increased significant-
ly for both financial institutions and corporates, as
shown in Figure 3.8.

The DELTA project score includes two key dimen-
sions: development outcome and additionality.?
Higher scores in both these areas raised the median
DELTA project score in 2017 compared to 2016 (Fig-

25. Legacy projects are those approved before IDBG private sector operations were consolidated into IDB Invest on January 1, 2016.

26. “Corporates” refers to corporate loans to companies in agribusiness, manufacturing, telecommunications, and tourism.

27. See Chapter 1for an explanation of how IDB Invest assesses the financial and non-financial additionality of its operations.
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Figure 3.8 DELTA Score Distribution by Business Sector, 2017 versus 2016
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Figure 3.9 Development Outcome and Additionality Score Distributions, 2017 versus 2016
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Figure 3.10 Average DELTA Scores by Category, 2017 versus 2016
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ure 3.9). Overall, in 2017 a larger percentage of proj-
ects had development outcome scores above 7 and
had additionality scores above 6.

Regarding the specific categories that comprise
the development outcome dimension, a typical proj-
ect scored higher on magnitude of reach and sys-
temic effects (market linkages and frameworks) in
2017 versus 2016. In terms of additionality, projects
scored higher in the dimensions of environmental
and social outcomes, frameworks, and gender equal-
ity and diversity, reflecting IDB Invest’s commitment
to working with clients on these cross-cutting issues
(Figure 3.10).

A deeper dive into the relationship between devel-
opment outcome and additionality provides a better
understanding of the characteristics of the projects
IDB Invest has approved during its first two years of
operation. Figure 3.11 shows the relationship between
these two variables, as well as the combinations of
these variables that provide a DELTA project score
of 5, 7, and 9. Since the project score is the weight-
ed average of development outcome and addition-
ality, many combinations of these two variables can
provide the same project score. For instance, all the
combinations of development outcome and addition-
ality on the solid line in Figure 3.11 produce a project
score of 5, which is the minimum threshold for a proj-
ect to be approved.

The value of the project score increases to 7
(dashed line) and 9 (dotted line) as the line moves
toward the top-right quadrant, where the value of
development outcome and additionality are both
high. The concentration of infrastructure and energy
projects in this zone shows that they typically receive
high scores in both dimensions.

The top-left quadrant includes projects with high
development outcome and lower additionality. Cor-
porate projects tend to cluster here because they
typically have lower financial additionality due to a
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lower level of mobilization than infrastructure proj-
ects and due to generally better market conditions for
corporate finance versus project finance. Corporate
projects that scored better in terms of non-financial
additionality included advisory services to improve
corporate governance, gender, or energy efficiency
practices.

Operations with financial institutions are mostly
dispersed along the right side of the figure, reflecting
their heterogeneity in terms of development outcome
and typically high additionality. Additionality is gener-
ally high for these types of projects because financial
institutions finance their operations with short-term
deposits, which IDB Invest complements with longer-
term funding. IDB Invest has also made a concerted
effort to improve gender and energy efficiency prac-
tices among financial institutions, which also boosts
overall additionality.

Finally, the DELTA also scores projects based on
their evaluability, which is key to assessing the quality
of each project’s design. Overall, the average evalu-
ability score improved in 2017 (8.25) versus 2016
(7.85) and was above 8 across all three sectors. This
improvement was due to projects more clearly defin-
ing their intervention logic, including clear objectives,
targets, and indicators to measure results. Infrastruc-
ture and energy projects had the highest average eval-
uability score (8.38), followed by corporates (8.30),
and financial institutions (8.04). Given the ongoing
evaluability challenges with older projects in the IDB
Invest portfolio discussed in the sections that follow,
the progress made in improving the quality of project
design in the first two years of implementation of the
DELTA signals a clear move in the right direction in
addressing these challenges.

Monitoring

In 2017, IDB Invest developed and implemented a new
monitoring approach to track the progress of op-
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Figure 3.11 Development Outcome and Additionality by Business Sector, 2016—2017
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erations in terms of their development impact. This
systematic approach includes a methodology and
guidelines for updating the DELTA project score and
progress on results matrix indicators annually for each
project, allowing for consistency and comparability
across projects and over time to facilitate portfolio
supervision and analysis.

Because nearly all of the projects under supervi-
sion in 2017 were approved before the launch of IDB
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Invest in 2016, an extensive process of standardiza-
tion was required. This posed several challenges for
monitoring and supervision. Legacy projects were
approved using different development effective-
ness tools and supervision methodologies, IT sys-
tems, and reporting processes. In addition, their
evaluability was generally low. Relatively few legacy
projects had established targets for the indicators
in their results matrices, others included indicators
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that were not necessarily related to the primary ob-
jectives of the operation, and some lacked results
matrices altogether.

To standardize how all projects are assessed dur-
ing supervision, IDB Invest carried out an in-depth
review of 185 legacy operations,? including updat-
ing their results matrices?® and calculating an equiva-
lent “DELTA in supervision” score using the different
development effectiveness tools that were applied
when legacy projects were originally approved. A re-
weighting model was then used to weigh the previ-
ously considered dimensions as closely to those of the
DELTA as possible. The original development effec-
tiveness score at approval was also transformed into a
“DELTA score at approval” using the same approach.

Building on this standardization work, IDB Invest
follows a two-step process to classify project perfor-
mance across the portfolio. First, projects are pre-
classified as satisfactory, alert, or problem, based
on the deviation between the DELTA project score
recorded during the current year of supervision and
the retrofitted DELTA project score at approval. Next,
the development effectiveness officer can propose an
adjustment to the pre-classification based on an as-
sessment of the DELTA sub-scores and results matrix
performance.®°

Using this new monitoring approach, for the first
time, IDB Invest was able to classify legacy projects
in the portfolio in terms of their progress toward
reaching development impact targets, alongside

their financial performance. It is important to note
that a group of 50 legacy projects (27 percent) were
unable to be classified for two main reasons. First,
20 of these projects (11 percent) have evaluability is-
sues, including unclear project objectives or indica-
tors, or lack of targets that impede performance as-
sessments. Most evaluability problems (90 percent)
are concentrated among projects with financial in-
stitutions and are mainly due to the lack of relevant
portfolio data on their borrowers, making it difficult
to determine if the project achieved the intended
objectives. This problem was addressed with the in-
troduction of the DELTA in 2016, which requires that
financial institution clients provide specific informa-
tion on the targeted portfolio. Second, 30 (16 per-
cent) of these projects have incomplete or unclear
data from clients, which hinders an accurate classifi-
cation. While projects with evaluability problems will
remain difficult to classify, and will likely be deemed
unsatisfactory once they reach maturity, ongoing ef-
forts to retrieve information from clients will improve
the assessment potential of those projects that cur-
rently have incomplete or unclear client data.

As presented in Figure 3.12, within the group of
135 projects in supervision that were classified,s! 64
percent were satisfactory, 26 percent were alert, and
10 percent were classified as problem. Projects are
classified as alert if some annual targets have not
been reached. Being on alert does not mean that
there is a high risk of these projects not achieving

28. These are operations that were in the supervision stage in 2017 and did not have an Extended Supervision Report (XSR).

29. Results matrix indicators were adjusted to better track key project objectives, as well as to unify and simplify reporting pro-

cesses. These changes do not require additional information from clients and, in most cases, will reduce reporting costs.

30. To ensure proper portfolio monitoring, any changes to a project’s pre-classification requires Management’s approval, result-

ing in the final classification. Going forward, as more projects are assessed with the DELTA at approval, fewer adjustments

between the two steps are expected.

31.  The 135 projects that were classified represent 84 percent of the total portfolio dollar amount currently under supervision.
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their development goals at maturity, but rather sig-
nals the need for additional support to help projects
meet their expected objectives. Variations between
the overall pre-classification and final classification
were mainly due to reclassifying a group of 16 proj-
ects from satisfactory to alert in order to provide ad-
ditional support as needed (five financial institutions,
three infrastructure, and eight corporates). When a

project is at high risk of not reaching its development
goals, it is classified as problem.

Completion and Evaluation

In 2017, IDB Invest prepared 43 Expanded Supervision
Reports (XSR) to assess the success rate of projects ap-
proved between 2008 and 2014 and that reached early
operating maturity in 2016.%2 These included 27 projects

Figure 3.12 Classification of Projects during Supervision

a. Pre-classification of Projects

DELTA SUPERVISION

CHANGE IN DELTA (SUPERVISION-APPROVAL)

32. According to the Evaluation Cooperation Group’s Good Practice Standards, capital expenditure projects reach early operat-

ing maturity (EOM) when the project financed has been substantially completed; the project financed has generated at least 18

months of operating revenues for the company; and IDB Invest has received at least one set of audited annual financial statements

covering at least 12 months of operating revenues generated by the project. For financial projects, the Good Practice Standards

defines EOM as the day after at least 30 months following IDB Invest’s final material disbursement for subloans or subinvestments.
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b. Final Classification (percentage of operations)
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with financial institutions for on-lending to underserved
segments—mostly SMEs, as well as female, low-income,
and rural beneficiaries—11 projects in the corporate sec-
tor (including agribusiness, retail, and manufacturing),
and five projects in infrastructure and energy.

The evaluability challenges discussed above in the
monitoring section are also reflected at the project
completion stage: the lack of clearly defined objec-
tives, indicators, or targets affects final project evalu-
ation. Projects that have evaluability problems are not
classified as satisfactory given that their project logic
is compromised.

The OVE-validated project development outcome
rating was favorable® for 25 (58 percent) of the re-
viewed projects.®* The assessment of development
outcomes includes the effect on economic and social
development based on a “with versus without project”
comparison. While the focus is on achieving the proj-
ect’s main development objectives (effectiveness),
the rating also considers the project’s relevance, ef-
ficiency, and sustainability.

In the financial institutions sector, 15 of the 27 op-
erations (56 percent) achieved favorable ratings and
several resulted in improved access to financing for

33. Positive (or favorable) outcome categories refer to “Partly Successful,” “Successful,” and “Highly Successful” in the develop-

ment outcome six-point classification range; and to “Excellent” or “Satisfactory” in the four-point classification scale in all the

other dimensions.

34. This is the final OVE-validated project rating for 2017. However, the ratings reported in the 2016 DEO (66 percent favorable) were

not OVE-validated because the validated ratings were not available at the time the report was published. OVE’s final 2016 valida-

tion concluded that 40 percent of projects received favorable ratings in the overall project development outcome category.
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MSMEs. For example, IDB Invest supported an op-
eration in Nicaragua that aimed to expand a bank’s
portfolio of SMEs and women-led SMEs. Overall, the
SME portfolio grew from $258 million in 2012 to $741
million in 2016, while the women-led SME portfolio
doubled from $16.5 million to $33.8 million during the
same period. The number of outstanding MSME loans
increased to 15,330 by the project’s end, surpassing
the target of 10,800, and over 90 percent of these
borrowers were micro and small enterprises.

Overall, for those financial institution projects that
were not rated satisfactorily, in addition to broader eval-
uability issues, other key reasons for this classification
include financial institutions not tracking their portfolio
to ensure funds were reaching the intended MSME ben-
eficiaries or lack of portfolio growth against targets for
these types of borrowers. Another issue that surfaced
in the XSR review for this sector was a combination of
a coordination failure between a loan and technical co-
operation approved for the same client and entering a
market without sufficient expertise. For example, a proj-
ect with a financial institution in Honduras intended to
provide credit lines to low-income families and individu-
als for solar photovoltaic systems. To better understand
the demand for these systems, a technical cooperation
was approved in parallel to the loan. Although the tech-
nical cooperation was delayed, and the market study
was not done, the financial institution started offering
loans for these systems. By the end of the project, the
sub-portfolio had only grown to $1.2 million of the ex-
pected $6 million, and it had reached less than one-third
of the expected number of beneficiaries, highlighting
the importance of gaining sufficient market expertise
before launching a new product.

In the infrastructure sector, two out of five proj-
ects (40 percent) achieved favorable ratings. An ex-
ample of a successful XSR in the energy sector was
with the largest solar photovoltaic farm in Chile, one
of the largest in the Southern Cone at the time of ap-
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proval, which had a significant development impact.
The project involved the construction, operation, and
maintenance of three solar photovoltaic power plants
in the Atacama Desert, with a total nominal capacity
of 26.5 megawatts peak. By increasing production of
clean renewable energy, the project’s main develop-
ment impacts include preventing the release of ap-
proximately 51kt-56kt of CO, annually, developing a
local energy source to diversify the country’s energy
matrix, and demonstrating the successful use of a re-
newable resource as a substitute for fossil fuel gener-
ation to meet the energy needs of the mining industry.
On the other hand, a transport project in the Merco-
sur region received an unfavorable rating largely due
to adverse market conditions. The project provided a
$100 million loan to manufacture, purchase, operate,
and maintain pushboats and barges to transport raw
materials (iron ore) from Brazil through regional wa-
terways to then be processed into steel and exported
to China. However, expected project results in terms
of increasing cargo capacity, promoting employment,
and reducing CO, emissions did not fully material-
ize during the review period due to broader market
forces, namely falling iron ore prices. However, since
the recovery of iron ore prices in mid-2016, project
performance has been improving, signaling that a lon-
ger operating maturity period and adjusting the XSR
timing, might allow for a better perspective of the de-
velopment impact of complex infrastructure projects.
Among the corporates, 8 out of the 11 projects (73
percent) received favorable ratings. For example, IDB
Invest provided a $5 million long-term loan to an agri-
business in Argentina that crushes soybeans to produce
soybean oil and meal to finance its permanent working
capital and boost productivity. The project helped to
improve the company’s debt profile and provided bet-
ter liquidity and higher inventory levels that appeared
to have helped increase soybean production activity,
which rose by 27 percent between 2012 and 2015.
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An example of a corporate project that did not
recieve a favorable rating aimed to finance the de-
sign and manufacture of buses that meet or exceed
Mexican and international air emission standards.
Specifically, the focus of the project was to support
a company’s technology development plan, in order
to increase the number of buses that use cleaner air
technology in Mexico. The loan was prepaid early, ap-
proximately 1.5 years after disbursement, an indica-
tion of low financial additionality for the project.

In line with IDB Invest’s focus on learning and con-
tinuous improvement, an important part of the XSR ex-
ercise is identifying lessons that can be applied to fu-
ture operations. The lessons captured from the annual
XSR exercise and the ongoing review of projects via the
monitoring approach described above are key to ensur-
ing that projects are on track to achieving development
results throughout their lifecycle. Box 3.3 summarizes
several emerging lessons related to client focus.

In line with IDB Invest’s focus

on learning and continuous
improvement, an iImportant part
of the XSR exercise Is identifying
lessons that can be applied to

future operations.
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Improving Projects
with the Client in Mind

IDB Invest’s core values center on being client fo-
cused, agile, and flexible. Lessons learned from
past projects provide insight on how to better pur-
sue these values in new operations across sectors.
And, while each project has its own particularities,
certain themes emerge when looking at the bigger
picture of knowledge generated from a spectrum of
projects.

Take the issue of tailoring financial instruments to
client needs, for example: past experience shows that
local context is key. In some projects with B-Loans
that did not adequately consider local market condi-
tions, investors failed to materialize as expected. In
others, loans that were not denominated in local cur-
rency ran the risk of creating asset-liability mismatch-
es for clients. With lessons such as these in mind, IDB
Invest is working to expand its local currency lending
throughout the region.

Similarly, client focus also means selecting the right
partners or clients to work with and ensuring that
their interests and business models are aligned with
project objectives. This lesson was particularly sa-
lient for projects with financial institutions that aimed

to increase lending to underserved borrowers, such
as MSMEs, but did not meet targets. In some cases,
clients did not expand their MSME portfolios as en-
visioned due to shifting priorities during the lifetime
of the operation. Other projects were with banks that
lacked clear targeting strategies for these segments
or misapplied creditworthiness assessment tools that
led to higher rates of default and eventual contraction
of their MSME portfolio. These sorts of experiences
also highlight the importance of providing well-tar-
geted advisory service support to clients to strength-
en their ability to reach new population segments and
meet project objectives.

Lessons such as these have fed into IDB Invest’s re-
newed DEF tools through the incorporation of specif-
ic measures and incentives into the DELTA to ensure
that new financial institution operations take into con-
sideration learning from past experiences. Likewise,
the new monitoring approach described earlier in this
chapter was designed with clients in mind by allow-
ing IDB Invest to identify when project targets are off
track early on during execution and offer additional
support to clients as needed.
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The Multilateral Investment Fund:
Approval, Monitoring, Completion,
and Evaluation

Given the strategic and operational changes the MIF
has been undertaking as part of its renewed mandate,
the way it measures, analyzes, and reports project
results and corporate performance have also been
changing. Last year, MIF donors approved a strength-
ened Results Framework and Development Effective-
ness Approach for 2017-2023. In line with the MIF’s
role as an IDBG innovation laboratory and its six guid-
ing principles,* this new framework and approach in-
clude a set of indicators, baselines, thresholds, moni-
toring and evaluation arrangements, and instruments
that the MIF is adopting across four categories: (1)
alignment with the IDBG mandate; (2) development
impact; (3) innovation, scale, replication and resource
mobilization; and (4) efficiency and fund performance.
The main changes introduced in this new frame-
work and approach are as follows:
¢ Focus: The Results Framework was updated to in-
clude new “topline” indicators for the MIF’s three
priority areas—Climate-Smart Agriculture, Inclu-
sive Cities, and Knowledge Economy—while other
indicators were dropped.
¢ Innovation: With an increased focus on develop-
ment partners and projects that can deliver inno-
vation, the MIF is now tracking the extent to which
its projects are innovative in the market segments
in which they operate.

* Alignment with the IDBG mandate: As an innova-
tion lab for the IDBG, the degree of alignment is
now tracked.

* Scale and replication: Methods for measuring the
frequency with which innovation is successfully
scaled up have been adapted.

o Efficiency: The operational efficiencies intro-
duced as part of the MIF Business Plan 2016-2018
are being tracked.

In addition, the MIF continued to pursue efficiencies

with the IDBG in terms of project design, monitoring,

and evaluation standards, as well as specialized stud-
ies and analytic work, including design and implemen-
tation of experimental evaluations.

Approval

In 2017, the MIF continued to select projects more stra-
tegically in line with its three thematic areas (Climate-
Smart Agriculture, Inclusive Cities, and Knowledge
Economy) and IDBG sector and country priorities. A
total of $84.6 million was approved for 67 projects,
with $47.2 million (56 percent of funds) going toward
grants, followed by equity investments ($25.6 million,
or 30 percent of funds), and loans ($11.9 million, or 14
percent of funds).

In addition, as part of efforts to gain efficiencies
and maximize IDBG synergies, the MIF began work-
ing with the IDB Invest Development Effectiveness
team3®to use the DELTA architecture to create a tool
tailored to the renewed MIF mandate. This new “in-
novation DELTA” (iDELTA) tool is an important addi-

35. The six principles are scalability, mobilization of resources, replicability, development impact, knowledge creation, and tight

alignment with IDBG strategic and operational priorities.

36. Joint work on developing the iDELTA started in September 2017. Collaboration between the MIF and IDB Invest around de-

velopment effectiveness was formalized in a Service Level Agreement starting January 1, 2018. The tool is being finalized and

rolled out in 2018.
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tion to the MIF’s project management system, aiming
to ensure that project selection and design are in line
with the MIF’s focus on IDBG alignment, development
impact, innovation, scalability, and mobilization. More
specifically, the iDELTA significantly expands how MIF
projects are assessed in terms of their level of inno-
vation and scale potential. Beyond being a labora-
tory for cutting-edge innovations, the ability to scale
tested solutions either through the IDBG or other ac-
tors is a key part of the MIF’s renewed mandate. This
implies greater focus on selecting solutions with the
most scale potential and incorporating scale planning
more explicitly into project design. The iDELTA tool is
designed to help the MIF to do just this.

In addition, the iDELTA will serve as an operational
and portfolio management tool for the MIF to facili-
tate strategic decision-making, as well as a guide for
project teams by setting standards for project de-
sign. Finally, it will also capture data for corporate
reporting.

In keeping with the modular structure of the DELTA,
the iDELTA is a predictable, fact-based scoring sys-
tem that is also flexible, as it can be adapted across fi-
nancial instruments. It allows for comparability across
projects, countries, and time to facilitate portfolio
analysis. The tool is divided into three sections:
¢ Alignment with IDBG, Country, and MIF Strategic

Priorities.

* Project Score (0-10), which captures each proj-
ect’s potential development outcomes, level of in-
novation, scale potential, and resource mobiliza-
tion capacity.

o Evaluability Score (0-10), which assesses the
overall quality of project design to ensure that
development impact will be able to be evaluated
and verified.

The iDELTA scoring system has been calibrated to

generate a differentiation of scores across projects.

The simulations carried out through a pilot applica-
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tion of the tool with a diverse group of 25 projects
reflected this intention. The idea is not for projects to
score well on all categories, but rather to be focused
and to do a few things very well.

In particular, the Project Score emphasizes both
innovation and scale. The analysis takes a compre-
hensive look at the type, level, phase, intensity, and
validation of the innovation being proposed by the
project, as well as the use of technology. For example,
is the project introducing an incremental innovation
or a disruptive platform solution that can uproot the
status quo? Is the solution at the proof of concept
phase or is it ready for expansion? How fundamental
is technology to the proposed solution?

As far as scalability, the iDELTA focuses on assess-
ing key scale attributes, some of which can be influ-
enced by project design, such as identifying the path
to scale the executing agency of the project intends
to take once the MIF’s execution time frame has end-
ed; the estimated cost of scaling the solution; and
the extent to which the project’s scale plan identi-
fies clear partners for scale, relevant knowledge ac-
tivities to be undertaken, and key market players to
engage. Other scale factors are determined more by
the nature of a given solution, such as its potential
market size at scale, existing evidence of the credibil-
ity of the intervention, the advantage of the solution
over existing practices, and the ease of transferring
the solution to others.

Ultimately, the iDELTA will serve as a strategic op-
erational tool to help MIF Management organize the
portfolio across a spectrum of innovation to scale cat-
egories, identifying gaps and areas for improvement
that can in turn improve the selection of future proj-
ects. It will also complement and feed into the MIF’s
new Portfolio Management Tool described in the next
section. The iDELTA is a dynamic instrument, meant
to be improved on an ongoing basis as the MIF learns
from its application across the portfolio.
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Monitoring

Given the renewed mandate focused on managing
MIF resources more efficiently and effectively, the
MIF has developed a new Portfolio Management
Tool, which is being rolled out in 2018. The tool has
three main objectives: to tag and visualize the active
portfolio; identify non-performing or low-performing
operations; and pinpoint high-performing operations
with great strategic and/or knowledge value and
scale potential. To this end, the tool classifies proj-
ects for their strategic value (for all instruments) and
by their operational and financial performance (only
for grants). This will allow the MIF to prioritize proj-
ects and take action as needed to address both low
and high-performing projects. The tool will help the
MIF recognize success and failure early on, and to
redeploy MIF resources toward parts of the portfolio
with the highest potential.

For MIF loan and equity investment operations,
a new monitoring and supervision tool, the Project
Status Update, was introduced in 2017, replacing the
Annual Supervision Report and Annual Fund Supervi-
sion Report. The Project Status Update focuses on a
reduced number of key indicators and therefore has
a simpler structure compared with the previous re-
ports. The tool seeks to collect borrower and investee
information in a timely manner and facilitate early de-
tection of issues that may adversely affect a project’s
financial performance, allowing the MIF to take any
necessary actions swiftly.

As of December 2017, the MIF had an outstand-
ing loan and equity investment portfolio of $147.3
million, distributed among 73 operations. In terms of
portfolio quality, according to the Project Status Up-
date exercise, 67 percent of the number of operations
were classified as green flag (“on track to high perfor-

Figure 3.13 MIF Investment Portfolio Performance (percentage of operations)
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Note: Green flag means projects are on track to high performance. Yellow flag means projects are under-performing, for equity in-

vestments minor losses are expected, and for loans, that they are in breach of covenant and likely to default. Red flag means projects

are underperforming, for equity investments major losses are expected, and loans are in default with risk of principal loss.
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mance”); 14 percent as yellow flag (“underperforming,
minor losses expected” for equity investments and “in
breach of covenant and likely to default” for loans),
and 19 percent as red flag (“underperforming, major
losses expected” for equity investments and “in de-
fault with risk of principal loss” for loans).

As shown in Figure 3.13, while the share of green-
flagged operations increased compared to December
2016, the share of yellow flag operations decreased,
and red-flagged operations remained the same. Red
flag operations represented $38.3 million in risk ex-
posure, or 26 percent of the outstanding amount at
the end of 2017. Performance as of December 2017
reflects the MIF’s risk appetite and continues to be
consistent with the MIF’s current provision policy and
long-term financial projections.

Completion and Evaluation
The MIF approved a new results framework, and a
Service Level Agreement with IDB Invest, whereby
several services related to evaluation will be provided
by IDB Invest, starting in 2018. The MIF will continue to
evaluate each project’s performance and the achieve-
ment of project results and outcomes with a final edi-
tion of its Project Status Report. The MIF conducts an
annual review of the results produced by the portfolio,
including a more detailed review of projects that fi-
nalize execution during the calendar year. It identifies
results achieved for the active portfolio, and scaling
results for completed projects.

Starting in 2016, the MIF adopted a set of topline
indicators and has worked to apply them to new ap-
provals, as well as to the existing portfolio. The indica-

tor for MIF work in Climate-Smart Agriculture is firm
productivity. Productivity is the best metric for mea-
suring the performance of projects in the agricultural
space. Projects in this area support innovations pro-
moting technologies, processes, and practices that in-
crease productivity and producer performance, while
better integrating producers into value chains. In 2017
the MIF supported an estimated 61,300 small produc-
ers,¥ 28 percent of whom were women.

Inclusive Cities projects are focused on private
sector innovation for improving the living conditions
for households in cities. That is why the topline out-
come indicator for Inclusive Cities is a compound
indicator that captures the number of families that
see improvements in living conditions, which can be
housing, transportation, sustainable urban services
(such as water, sewerage and waste), and environ-
mental services and amenities. Empowering sustain-
able urban growth translates into enhanced forms of
communication and information, efficient transpor-
tation, increased access to goods and services, and
circular solutions to generate scalable models for
the efficient use of resources in finite spaces. In 2017,
an estimated 57,000 households saw improved liv-
ing conditions, of which 52 percent were women-led
households.

Finally, Knowledge Economy projects are focused
on using technology for job creation by powering in-
clusive tech-driven enterprise growth. Therefore, the
topline indicator in this area is job creation by firms.
Knowledge Economy recognizes that the digital and
data revolution has created new economic opportuni-
ties for the poor and vulnerable by paving new paths

37. Thisis a conservative estimate of rural establishments benefiting from MIF projects. The MIF does not have an estimate of the

percentage of those who have seen increases in productivity or business performance, given that many of these operations

were not designed with these indicators.
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toward social inclusion. By accelerating the pace of
change, technology creates opportunities for those
disrupting how companies, governments, and labor
markets function, offering up innovative solutions for
tackling pressing societal problems. In 2017, MIF-sup-
ported firms created an estimated 84,885 new jobs,
40 percent of which were held by women.

Replicating and Scaling MIF Projects

Given the MIF’s renewed emphasis on expanding the
reach of the innovative solutions it supports, the follow-
ing examples highlight the results of projects closed or
in the final stages of execution in 2017 that have been
replicated or scaled by the IDBG and other actors.

+ Leveraging Natural Capital through Bird Watch-
ing Tourism. Approved in 2013, one of the IDBG’s
first projects focusing on leveraging the value of
natural capital in order to generate income for
local communities while also sustaining the en-
vironment, was a $1.6 million regional technical
cooperation project (RG-M1238) in The Bahamas,
Belize, Guatemala and Paraguay, executed by
the National Audubon Society. Using Geographic
Information System (GIS) technology, the project
first mapped bird “hotspots” against tourism in-
frastructure and poverty to select project sites
in each country. Working with local experts and
national tourism authorities, Audubon developed
a locally-tailored bird guide training curriculum,
as well as basic business and hospitality training.
The program also provided equipment for bird
guiding and trail development, with the objective
of creating a network of community-based birding
destinations that offer skilled local birding guides,

high-quality interpretation and lodging, and related
goods and services tailored to the high-value tour-
ism market.

The project trained 285 guides (73 at the
advanced level) and 445 local business own-
ers, resulting in increased salaries and reve-
nues. For example, in Guatemala, participating
SMEs saw a 943 percent increase in average
annual revenue, and trained guides increased
salaries by 46 percent. In Belize, there was
an 85 percent increase in SME revenue and a
68 percent increase in average yearly income
for the trained guides. In The Bahamas, Audu-
bon’s work contributed to the National Trust’s
successful effort to establish a new protected
area, Joulter Cays. In 2015, with funding from
USAID, Audubon replicated the program in Co-
lombia, which has the greatest bird diversity in
the world, to develop the country’s first birding
trail in the Caribbean coast and Sierra Nevada
region, training 44 local guides. To quantify the
potential market opportunity for bird tourism
in Colombia, in 2016, Audubon carried out an
economic study using its member network in
the United States. The findings show that over
278,000 U.S. birders would be interested in vis-
iting Colombia and would be willing to pay an
average of $310 per day for birding trips, which
could create 7,500 new local jobs.3® Based on
the success of the pilot project and the market
analysis, Audubon is now taking this model to
greater scale with financing from Colombia’s
Ministry of Commerce and Tourism and other
agencies to develop key birding and biodiver-
sity destinations across the country’s Andean

region. The bird guide curriculum is also being
adapted for guide trainings in Africa, starting in
the Democratic Republic of Congo.

Mainstreaming Private Sector Forestry Solu-
tions. Forests in Mexico represent an extremely
valuable store of natural capital that bears sig-
nificant economic dividends. About 45 percent
of forested land is found in gjidos (communally-
owned agricultural land) and in communities with
high poverty rates and limited opportunities for
entrepreneurial development. Focusing on these
gjidos, the MIF pioneered the first ever private
sector operation (ME-M1079) of the Forest Invest-
ment Program (FIP)* aiming to mitigate climate
change by improving the social and financial sus-
tainability of Mexican community forestry enter-
prises that have little or no access to traditional
finance. The $6.9 million project provides tech-
nical assistance to improve the business skills,*°
land management practices, and value chain links
of community forest enterprises in five states. It
also facilitates access to working capital loans
through a MIF/FIP loan to the Mexican microfi-
nance organization, FINDECA, with a longer than
standard tenor and grace period. By proving that
these enterprises can be good credit clients, the

project seeks to show that this is a sector that can
be profitably bankable for the private sector. The
MIF project is one piece of a larger $41 million FIP
investment program developed by the Mexican
government in cooperation with the World Bank
and the IDBG to test different solutions to reduce
deforestation and forest degradation.

A 2017 Climate Investment Fund case study*
on the FIP program in Mexico showcases key out-
comes of these efforts for communities. For ex-
ample, in Oaxaca, a community forest enterprise
received a credit line of $265,000 for working cap-
ital investments that have reduced their wood pro-
cessing time by over 50 percent, thereby increas-
ing economic profit for the community. In turn, the
newly generated capacities helped the enterprise
to access credit lines from other financial institu-
tions for larger-scale investments. The enterprise’s
sales have increased by more than 50 percent over
four years, helping the community to see a 20 per-
cent increase in returns annually since they started
new forest management and harvesting activities.
Results such as these show how the unigue com-
bination of grants and concessional loan financing
provided by the project have lowered the overall
risk for lending to community forest enterprises,
bringing in financial institutions that would other-

38. Conservation Strategy Fund. Conservation Policy in Brief. August 2016.
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39.

40.

41.

The Forest Investment Program (FIP) is a targeted program of the Strategic Climate Fund, which is one of two funds within

the framework of the Climate Investment Funds. The FIP provides financing to support developing countries’ efforts to re-

duce deforestation and forest degradation and promotes sustainable forest management that leads to emission reductions

and the protection of carbon reservoirs.

The total project amount includes a $3.5 million MIF grant, $2.9 million in FIP grant and loan resources, and $500,000 in local

counterpart resources. Grant resources are executed by the Conservation of Nature and loan resources are managed by the

financial institution, FINDECA, which on-lends to the community enterprises.

Climate Investment Funds c¢/o The World Bank Group. A Case Study of the Forest Investment Program in Mexico. 2017.
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wise not be working with gjidos. In addition, across
the five states of intervention, 350,000 hectares of
land are under sustainable management, surpass-
ing the project’s original target seven-fold, and in-
dicating that the forest is being better managed
and deforestation pressure is being reduced.

Learning from the MIF’s FIP project is now
being scaled nationally by the National Forest-
ry Commission, which was a partner in the MIF
project, and is incorporating the lessons learned
in the national scaling of its efforts to reduce
deforestation and forest degradation. Moreover,
this dialogue fostered by the IDBG with the Na-
tional Forestry Commission formed the basis of
a $600 million IDB loan approved in 2017 (ME-
L1268) to the government of Mexico to improve
land management to reduce emissions and cli-
mate change vulnerability, including a focus on
the forestry sector, aiming to conserve, reforest,
and sustainably manage 3.7 million hectares. In
addition, a $300 million loan from the World
Bank’s International Bank for Reconstruction
and Development includes forestry-specific
activities that continue the work of the MIF/
FIP project in Mexico in promoting community
development, access to job opportunities, and
community resilience.

Replicating a Climate Change Adaptation Model
in the Dry Corridor. One of the countries most af-
fected by climate change globally is Guatemala.
In particular, mostly indigenous communities lo-
cated in the interior Dry Corridor region, which
also extends to other Central American coun-
tries, have been affected by periods of prolonged
drought that have reduced their income and food
production. A MIF project (GU-M1044) launched
in 2013 in partnership with the Mancomunidad
Copanch’orti’, an association of four municipali-

ties in the department of Chiquimula, and the Cen-
tro Universitario de Oriente, developed a compre-
hensive, territorial model to improve watershed
management and increase communities’ resilience
to climate change. The model includes building
local capacity to adopt climate-smart production
and agroforestry practices, developing an early
warning climate system, connecting producers
with value chains, and restoring native plants and
animals that are resistant to high temperatures
and water shortages to improve food security. The
project collaborated with the government of Gua-
temala’s forest incentives program, which has so
far provided $1.3 million in financial incentives di-
rectly to producers for implementing sustainable
agroforestry practices on 6,200 hectares of land.

The project supported 5,000 families, im-
proving their agroforestry practices, climate
resiliency, market access, and nutrition. Impact
was particularly notable in terms of improved
nutrition for families receiving local chicken
breeds—which have a higher temperature tol-
erance than commercial chickens—and training
on how to care for them. Beneficiary families
that previously consumed little if any protein in
their diets reported increases in egg produc-
tion and consumption of calories and protein.
Results from an impact evaluation focusing on
the food security aspect of the model show re-
duced stunting and severe stunting among girls
aged six months to five years by 36 percent and
66 percent, respectively. The project also suc-
cessfully empowered women to breed and care
for their families’ chickens and earn an income
through the sale of eggs and meat.

Given the pressing need for food security
across the Dry Corridor region and the evidence
of impact generated by the MIF project, in 2017,
the Ministry of the Environment and Natural Re-
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sources started replicating the poultry compo-
nent of the model in six additonal municipalities
in the departments of Zacapa and Chiguimula.
The Centre for International Studies and Co-
operation is also integrating the poultry model
into its program with small Mayan producers in
the Rio Chixoy watershed. Together, these initial
replication efforts aim to support 2,000 addi-
tional families. Ultimately, the Ministry of the En-
vironment and Natural Resources aims to scale
the intervention, including both the food secu-
rity and agroforestry elements, throughout the
Dry Corridor region to reach 100,000 families.

Reflections

Over the past 10 years of institutionalizing the DEF
within the IDBG, the public sector (IDB) and private
sector (IDB Invest and MIF) have joined forces to
continually improve the design, monitoring, and
evaluation tools used for operations financed by the
IDBG. This joint process has benefited from regular
feedback from OVE, the Board of Directors, and MDB
working groups, among others. The institutionalization
of the DEF in the IDBG represented an important
operational change as well as a move toward an
evaluation-focused institutional culture. The IDBG’s
DEF is currently recognized among the MDBs for
being on the frontier of development effectiveness
frameworks. However, this does not mean that the
work on the DEF is done. Its tools and customized
software systems require continuous refinements.

A decade ago the IDBG faced the challenge of ho-
mogenizing the design process for all its operations.
At that time, project teams were learning how to de-
sign evaluable projects, which has now become the
standard for IDBG operations. The evaluability chal-
lenge that the IDBG faces today during project moni-
toring and reporting, as well as in the external valida-
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tion process for project closeout reports, is partially a
reflection of early attempts to design evaluable proj-
ects under the DEF guidelines.

Today, IDB project teams are learning to use new
PCR guidelines and estimate and collect accurate and
homogeneous information on what was achieved and
learned throughout the project lifecycle. For the first
time in 2017, the IDB delivered all the PCRs that needed
external validation to OVE and produced joint method-
ological guidelines with OVE to prepare and evaluate
these reports in early 2018. Based on the differences ob-
served between OVE and Management’s PCR ratings in
this most recent exercise and discussed in this chapter,
the IDB has begun its PCR preparation exercise for the
coming year earlier than in the past and has developed
mechanisms to enhance dialogue with OVE throughout
the process. As a result, it is expected that the differenc-
es between IDB Management’s self-ratings and OVE’s
ratings will converge in the coming years.

In the second year of deploying the reinforced
DEF tools for IDB Invest, which emphasize learning
and continuous improvement, the institution took
stock of experience to date to fine-tune the DELTA
tool guidelines and conduct DELTA analytics to in-
form project teams, Management, and other stake-
holders about the portfolio’s development contribu-
tion. A new, systematic monitoring approach to track
the progress of all operations in terms of their devel-
opment impact was also implemented. Since nearly
all projects under supervision in 2017 were approved
before the launch of IDB Invest, using different de-
velopment effectiveness tools, systems, and report-
ing processes, an extensive review was completed to
update results matrices and standardize how all proj-
ects are assessed during supervision. Finally, to close
the learning cycle, IDB Invest developed an online re-
pository of lessons learned from completed projects
as part of its Development Effectiveness Analytics
(DEA) system.
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The MIF launched a strengthened Results Frame-
work and Development Effectiveness Approach in
2017, in line with its role as an innovation lab for the
IDBG. In addition, as part of efforts to gain efficien-
cies and maximize IDBG synergies, the MIF began
working with IDB Invest to use the DELTA architec-
ture to create a tool tailored to the renewed MIF
mandate. This new “innovation DELTA” (iDELTA) tool
is an important addition to the MIF’s project man-
agement system, aiming to ensure that project se-
lection and design are in line with the MIF’s guiding
principles. The iDELTA significantly expands how MIF
projects are assessed in terms of their level of inno-
vation and scale potential.
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The IDBG supports solutions that are tailored to the
countries in the region and their clients, which means
that each of the hundreds of projects the IDBG fi-
nances differ greatly from one another. The challenge
of measuring and grouping outputs and outcomes of
operations with distinct scopes is not minor and it has
meant a change in the culture of project management
that requires further work in terms of fostering own-
ership, creating appropriate incentives (not only re-
warding approvals, but collecting lessons from com-
pleted projects), and delivering training and internal
communications.
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CHAPTER 4.

Harnessing the Power of
Empirical Evidence through
Impact Evaluations

Today, the sheer quantity and accessibility of data
and information has ushered in new ways of un-
derstanding our increasingly complex world. This
holds enormous potential for enhancing the impact
of development work. The learning generated from
sound empirical studies is essential to ensuring the
smart allocation of limited development resources
to those programs and projects that have proven
effective in the past, and hence are more likely to
succeed in the future.

As described in Chapter 3, the goal of the IDBG’s
project closeout reports is to determine whether op-
erations financed by the IDBG met their goals, how
well and effectively they performed, and to capture
operational learning to feed into future project design.
Impact Evaluations (IEs) go deeper, allowing develop-
ment practitioners to assess whether an outcome on a
given population is attributable to a specific develop-
ment program or project.*?|Es are a critical element
of the IDBG’s DEF and are used to fill knowledge gaps

and help build an evidence base around the impact of
development projects.

This chapter begins with a look at the number
of IEs planned and carried out in both the pub-
lic and private sectors as well as the criteria used
to determine when IE should be used. A detailed
look at insights from selected IEs follows, includ-
ing results that can inform the development of fu-
ture operations.

Overview of the IDBG’s
Impact Evaluation Agenda

Since 2008, the IDBG has been working to strength-
en project evaluation capacity throughout Latin
America and the Caribbean and has mainstreamed
the practice of conducting IEs into its operation-
al cycle. In this time frame, the IDBG has carried
out 45 workshops on IE design for policymakers,
executing agencies, and IDBG personnel. In paral-

42. Previous editions of the DEO, available on the IDB’s publications website have described the different IE methodologies in

detail. Therefore, they are not discussed in this chapter.
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lel, IDB has produced several learning resources to
disseminate its evaluation work, including the text-
book Impact Evaluation in Practice: Second Edition

(in English, Spanish, and Portuguese), with more
than 91,000 downloads to date, and the Evaluation
Portal, which is visited more than 100,000 times
a year. Similarly, in 2017 IDB Invest launched the
Technical Note Series, Development through the

Private Sector, aiming to produce a repository of
knowledge products and IEs, as well as a new De-
velopment Impact Blog as part of broader institu-

tional communication efforts.

A Snapshot of Impact Evaluations

for Public Sector Operations

The IDBG first started planning and implement-
ing |Es within its public sector operations.*® Since
2008, the IDBG has been preparing an average of
40 |IE plans per year as part of public loans (see
Figure 4.1). This number varies by year and peaked
in 2013. In 2017, 39 IEs were proposed for public
sector projects in 17 countries and across 11 IDB
sector divisions (see Figure 4.2). In addition, N
[Es were completed on various topics covering 12
countries.

Figure 4.1 Number and Type of Proposed Impact Evaluations for Public

Sector Loans, 2008—2017
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43. The Office of Evaluation and Oversight (OVE) also produces IEs. However, they are not included as part of the IDBG’s evalu-

ation portfolio because OVE is an independent office. Information about OVE’s IEs can be found on OVE’s website.
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Figure 4.2 Number of Proposed Impact Evaluations for Public
Sector Loans by Country and IDB Sector Division, 2017
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While |Es are a valuable tool to help develop-
ment practitioners attribute results to a specific
development project, the IDB does not require ev-
ery project to include an IE. Given the significant
amount of time and resources that conducting
these types of evaluations requires, it is important
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to prioritize which projects (or elements of a proj-
ect) to evaluate.

Defining selection criteria to prioritize |IEs allows
the IDB to ensure alignment with its Institutional
Strategy and country priorities, as well as efficient
allocation of human and financial resources. To date,
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Note: CMF=Connectivity, Markets and Finance; CTI=Competitiveness, Technology and Innovation; EDU=Education;

FMM=Fiscal Management; HUD=Housing and Urban Development; ICS= Innovation in Citizen Services; LMK=Labor Markets;

RND=Environment, Rural Development and Risk Management; SPH=Social Protection and Health; TIN=Trade and Investment;

TSP=Transport.

deciding whether to conduct and finance an IE for
public sector operations has been a relatively decen-
tralized process. Most IEs have been prioritized by
IDB sector divisions and countries based on the stra-
tegic relevance of operations and the potential for
knowledge generation.

Development Effectiveness Overview 2018

In 2017, OVE carried out an assessment of IEs in IDB
public sector operations (OVE, 2017b). This assessment,
together with the IDB’s IE experience, helped set five
guiding principles for selecting and prioritizing IEs in the
public sector moving forward. To carry out an |E, an eval-
uation must meet one or more of the following principles:
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1. The evaluation should aim to provide information
for an intervention where there is a lack of empiri-
cal evidence that can establish attribution (inter-
nal validity).

2. The evaluation should focus on an intervention
where there is a lack of empirical evidence on how
it works in a specific context (external validity).

3. The evaluation can contribute to closing knowl-
edge gaps identified in the Institutional Strategy.
The proposed intervention should be innovative.

5. The project counterparts should consider that an
evaluation with attribution is important to inform
the project design, contribute to sustainability, or
increase accountability.

In addition, IDB Management is currently review-

ing the IDB’s IE tracking and monitoring system,** in

line with OVE recommendations,*® in order to better
observe and communicate IE progress and results.

Part of this effort includes systematically tracking the

amount of budgetary resources the IDB uses for eval-

uation. Finally, as part of its commitment to transpar-

ency and research replicability, the IDB will produce a

set of guidelines on conducting ethically responsible

research in collaboration with the Berkeley Initiative
for Transparency in the Social Sciences.

Advancing the Impact Evaluation

Agenda in the Private Sector

Knowledge is increasingly seen as a key factor in pro-
moting higher levels of firm productivity, competitive-
ness, and growth—and more and more businesses are
relying on data-driven evidence to inform decision-mak-
ing. However, IEs remain a relatively untapped resource
that could help boost private sector development in the
region. Development banks bring new opportunities
to support their private sector clients in learning about
the effectiveness of new products or processess both
for their business and from a development perspective.
This notion of adding value beyond financing is the cor-
nerstone of IDB Invest’s reinforced approach to devel-
opment effectiveness.

IDB Invest carefully chooses what to evaluate to max-
imize the value added of the knowledge created. IEs
must be aligned with both business priorities and client
needs, following the three guiding principles outlined in
IDB Invest’s IE Framework, which was featured in the
2016 DEO.*® To this end, in 2017, IDB Invest launched five
new evaluations, completed six (one implemented joint-
ly with the public sector), and had fifteen ongoing evalu-
ations across three business sectors and eight countries
(see Figure 4.3).

44. Given changes underway to the IE tracking and monitoring system, this year’s DEO does not include the current status of IEs

in public sector operations, but rather focuses on key lessons and recommendations from completed IEs in 2017. The system

should be completed in the second half of 2018.

45, Recommendation 6 in OVE’s assessment states: “Strengthen and move towards centralization of the Bank’s systems to track

all impact evaluations being conducted—from design to completion—and their costs, and to make high quality IEs and their

documentation, the data used (when possible), and their lessons available to the public.”

46. See Box 4.3 in Chapter 4 in the 2016 DEO for a more detailed description of IDB Invest’s IE Framework. |Es are selected based

on the following guiding principles: (1) the operation is highly representative of existing or potential business lines for IDB In-

vest; (2) the operation includes innovative business solutions with important development impacts that can trigger systemic

effects; and (3) the operation’s prominence, size, and/or systemic impact on a country or industry is substantial, warranting

more precise reporting of its effects on stakeholders.
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Figure 4.3 Number of Private Sector Impact Evaluations by Country and Sector, 2017
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Completed IDBG
Impact Evaluations

This section summarizes key findings from |Es com-
pleted for both public and private operations in 2017,
related to the social, environmental, and business
sectors.

Impact Evaluations of Public Sector Initiatives
In 2017, the IDB completed 11 IEs on a wide variety
of topics ranging from domestic violence, education,
health, and nutrition to climate change and natural
resources (see Table 4.1). Most of these IEs evaluat-
ed specific components of IDB-financed projects to
identify if outcomes were attributable to the project.
Others were not directly associated with IDB-financed
projects, but rather focused on filling in knowledge
gaps for the IDB and its clients.

As the IDB pushes the knowledge frontier on what
works, it remains focused on the relevant questions
that need to be answered to close knowledge gaps in
development projects. Particularly, for the IDB sectors
where |Es have been more prolific, this has implied a
focus on second- and third- generation questions. That
is, once there is a sufficient body of evidence show-
ing that an intervention works, it is important to dig
deeper. For example, while there is significant evidence
showing the impact computer-assisted learning can
have on educational outcomes,* particularly at the pri-
mary school level, many questions remain. How cost-
effective are these approaches? And what is the best
ratio of computers to children in a classroom?

Of the eleven completed IEs in 2017, eight were on
topics related to the IDB’s Social Sector. The IE evi-
dence base for the social sector is more abundant than
in other sectors because administrative or household
survey data is available for longer periods of time (al-
lowing baselines to be established) and IEs in the social
sector are typically easier to implement. For instance,
it is feasible to find two communities with similar char-
acteristics (statistically speaking) to assess the impacts
of a vaccination or a laptop-distribution program in a
given country. However, this is not the case for natural
disasters, which are random events that cannot be rep-
licated. This is why the IDB’s Social Sector is focusing
more and more on second- and third-generation ques-
tions to keep closing knoweldge gaps in the region, as
illustrated in the examples that follow.

A set of experimental evaluations on teaching tech-
nigues conducted in Argentina, Belize, Paraguay,
and Peru showed that more “hands-on” approaches
to teaching math and science, whereby teachers work
as facilitators, help students to develop problem-solv-
ing and critical thinking skills.*® This evaluation argues
that for education to serve today’s tech-driven labor
market, children must be placed at the heart of the
learning process. At the same time, teachers can be
trained to take a step back as transmitters of knowl-
edge and to take on new roles as facilitators. In a more
collaborative environment, children learn by challeng-
ing their own perceptions, as well as through interac-
tions with peers and educators.

Another |IE examining educational techniques fo-
cused on elementary schools in Honduras (HO-L1062)

47. See the International Initiative for Impact Evaluations on computer assisted learning.

48. To learn more, see forthcoming article “The Future of Work Starts in Early Mathematics and Science” on the IDB blog, Devel-

opment that Works.

110

Inter-American Development Bank Group

Table 4.1 Completed Impact Evaluations in the IDBG Public Sector in 2017

Country Operation Title of operation or evaluation
number

Climate Change and Sustainable Development Sector
Ecuador EC-L1071 National System for Rural Land Information and Management and Technology

Infrastructure
Mexico ME-L1121 ECOCASA Program
Nicaragua NI-L1048 Environmental Program for Disaster Risk and Climate Change Management

Social Sector

Bolivia BO-T1181 Improving Child Nutrition Services in Bolivia (Phase 2)
Ecuador EC-T1306 Support the Socio Bosque Conservation Incentive Program
El Salvador ES-T1166 Community Outreach Model for the Prevention of Gender Violence | Evaluation
El Salvador ES-G1001 Mesoamerica Health Initiative 2015—pay for performance experiment
Honduras HO-L1062 Primary Education and Technology Integration Program | Evaluation
Jamaica JA-L1063 Integrated Support to Jamaica Social Protection Strategy | Evaluation

The Effects of Non-Contributory Pensions on Material and Subjective Well Being |
Peru NA )

Evaluation
Regional NA The Role of Inquiry and Problem Based Pedagogy on Student Learning?

Note: NA = not applicable: There is no operation number because the impact evaluation is not linked to an IDB loan.

a. This evaluation covers Argentina, Belize, Paraguay, and Peru.

and found that substitution of laptops for textbooks did
not make a significant difference in student learning.*®
This finding complemented previous evidence found
by another IDB evaluation (Arias and Cristia, 2014).
The Educatrachos program, launched by the Hondu-
ran Ministry of Education in 2013, replaced standard

math and Spanish textbooks with XO 1.75 laptops in
high-poverty areas of Honduras. Because schools that
received laptops did not receive textbooks, this study
was one of the first randomized evaluations to look at
technology as a substitute for, rather than a comple-
ment to, traditional instruction materials.

49. To learn more, see The Impacts of Shifting from Print to Digital Textbooks on the IDB blog, Development that Works.
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The evaluation shows that the Educatrachos pro-
gram effectively increased access to and use of com-
puters at school. Similar to the findings from a report
by the OECD, the evaluation found that laptops and
traditional textbooks resulted in no differences in stu-
dent performance—and at a large enough scale, ba-
sic computers that store multiple electronic copies of
textbooks on their hard drives could actually be more
cost-effective than physical textbooks. This means
that despite no significant difference in student learn-
ing, schools could still gain from using laptops instead
of books. However, more research is needed to assess
the potential cost-effectiveness of the Educatrachos
program.

In contrast to the Social Sector, the body of evi-
dence from IEs in the Climate Change and Sustainable
Development Sector is scarce. To help fill some of
these gaps, in 2017, three of the eleven completed IEs
focused on topics related to this sector. Two IEs, one
in Ecuador and the other in Nicaragua, assessed how
effective projects in each country were at implement-
ing environmentally-friendly policies while improv-
ing communities’ socioeconomic well-being. Each IE
showed different results, illustrating the difficulties in
obtaining the desired outcomes in projects related to
climate change and sustainabilty.

The project in Ecuador (EC-T1306) aimed to im-
prove both ecosysem conservation and the socioeco-
nomic well-being of indigenous communities by pro-
viding them with modest payments to help maintain
their ecosystems. While the project was effective on
the conservation side, the payments did not have any
impact on the socioeconomic well-being or economic
actitivies of the recipients, as was originally expected.
Previous studies with similar findings have credited
this neutral socioeconomic effect to the higher costs
incurred by the beneficiary communities to manage
the program and maintain the local forest (Alix-Gar-
cia, Sims and Yafiez-Pagans, 2015). More research is
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needed to understand how this type of project can be
adjusted to improve community socioeconomic well-
being, and to better understand the short- and long-
term costs of these interventions.

In contrast, the IE in Nicaragua (NI-L1048) that fo-
cused on disaster risk and climate change manage-
ment found evidence of the project’s effectiveness
in promoting environmentally-friendly agricultural
practices while improving the economic situation of
a community. An evaluation of one of the program’s
components showed a positive impact on reduc-
ing the vulnerability of the beneficiaries to climate
change. This component helped restore the natural
resource base of the intervention zones by increasing
the adoption of tree cover and improving eco-forest-
ry management plans and water capture. The proj-
ect also contributed to improved livelihoods among
households by increasing the value of production and
milk sales, which also boosted food security.

Evidence on the effectiveness of agricultural in-
terventions on household-level indicators is scarce,
especially in Latin America (IEG 2011). Most of this
evidence is based on data coming from scientific ex-
periments or from on-farm technology trials (Alston
et al.,, 2000). This evaluation in Nicaragua is one of the
first in the region to study this issue.

Impact Evaluations of
Private Sector Operations
The examples that follow illustrate key results from
IDB Invest and MIF impact evaluation work related to
financial inclusion, firm growth and productivity, and
large infrastructure investments, among others.
Partnerships with financial institutions to generate
evidence about how they can maximize development
impact through their operations has been at the cen-
ter of private sector evaluation efforts. Studies on in-
novative credit scoring models have been conducted
to improve the financial inclusion of low-income indi-
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viduals and SMEs, which often lack the collateral re-
quired by financial institutions to assess lending risk.
In collaboration with the Entrepreneurial Finance Lab
and a large bank in Peru, a team of evaluators from the
MIF, IDB Invest, and the World Bank tested the use of
psychometric tools to screen the creditworthiness of

SME owners. Results show that these tools help SMEs
without a credit history increase their access to credit
without worsening repayment behavior.*° These tools
might also be an effective way for banks to increase
their SME lending portfolio.

IDB Invest has also been supporting a line of stud-
ies looking at firm-level data to understand the impact
of advisory and financial solutions on firm growth and
productivity. A study in Argentina shows that Diver-
pymex, an advisory program implemented by the
Credicoop Bank Foundation with support from the
MIF, was effective at encouraging non-exporter SMEs
to enter foreign markets. In the medium- and long-
term, the services provided also helped increase the
value of productivity and the total exports for firms
that were already exporting, suggesting that there are
efficiency gains from learning-by-exporting. Another
study reinforces the importance of IDB Invest’s flex-
ibility in providing financial products in local currency.
Specifically, it quantifies the negative causal effects of
currency depreciations on firm-level capital expendi-
tures in emerging countries when firms hold foreign
currency debt.

In line with IDB Invest’s Impact Evaluation Frame-
work, the sheer size or prominence of an investment
may call for a thorough evaluation. To this end, IDB
Invest evaluated the effects of the Panama Canal Ex-
pansion project on the country. The study quantified
the catalytic effect of the formal announcement of

the project after the referendum of 2006 and how it
induced private sector investments in canal-related
and non-canal-related industries and services. The
results of this study have also been showcased in an
MDB Working Group as an example of how causal
methods may be used to quantify private invest-
ment catalyzation effects. The study concludes that
between 2006 and 2016, private gross fixed capital
formation increased by approximately $40 billion,
which is 1.5 times larger than the counterfactual
scenario that the country would have experienced
without the announcement. The study also quanti-
fies the overall impact on gross domestic product
(GDP). The 3.7 percent growth rate achieved closely
mirrors the growth rate of 3.9 percent predicted for
the construction phase in an analysis commissioned
by the Panama Canal Authority during project de-
sign (Pagano et al.,, 2012). This analysis did not
consider potential private investment effects dur-
ing the construction phase, signaling that country
predictions might have underestimated the role of
the private sector in explaining Panama’s economic
performance.

In line with its role as an innovation lab for the IDBG,
the MIF has also been testing the effectiveness of dif-
ferent private sector approaches and filling knowl-
edge gaps. For example, a study conducted in Ecua-
dor focused on branchless banking, which has proven
to be an effective model to extend financial services
to underserved populations by allowing them to make
payments, money transfers, and other transactions at
local shops. However, the benefits gained by the net-
work of retail stores outsourced as financial service
providers in such models have not been quantified.
The study finds that in urban settings these business-

50. To learn more, see the Technical Note: Are Psychometric Tools a Viable Screening Method for Small and Medium Enterprise

Lending?, which is part of IDB Invest’s Development through the Private Sector Series.
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es exhibit higher foot traffic and sales than those that
do not provide financial services. Moreover, the busi-
ness owners themselves make greater use of finan-
cial services, such as business and savings accounts.
Gains may be even higher in rural areas or places with
a lower concentration of bank branches and compet-
ing non-bank correspondents.

A MIF study in Guatemala implemented experi-
ments to test the effectiveness of Farmer Field
Schools and the transfer of local chicken breeds—with
a better tolerance to higher temperatures than com-
mercial chickens—to vulnerable indigenous communi-
ties in the Dry Corridor region. The evaluation found
positive program impacts on building climate change
resilience in the communities. Beneficiary households
in areas more exposed to high temperatures reported
increases in egg production, consumption of calories
and protein, and household expenditures. The results

also show strong impacts in height and weight indica-
tors among girls between six months and five years
old, reducing stunting and severe stunting by 36 per-
cent and 66 percent, respectively.

Recent Trends and Insights
from IDBG Impact Evaluations

The IDBG recognizes that generating knowledge that
can be translated into value added for the region
takes time and resources. Although the IDB launched
its IE agenda 10 years ago, some of the development
projects initiated at that time are still in the process of
showing results. The insights described below are or-
ganized around prevalent trends and include findings
from both ongoing (see Box 4.1) and completed IEs
that highlight the IDBG’s commitment to designing
evidence-based projects with attributable impacts.®’

Municipalities financed with

the results-based conditionality
doubled the number of
oreventative health visits
compared to municipalities
without conditionalities.

51. Previous editions of the DEO have highlighted other IE stories, which can also be found on the IDB blog Development that Works.
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Evidence of the Impact

of Results-based Incentives

Supporting the achievement of development out-
comes is at the core of the IDBG mission. There has
been growing interest among donors and MDBs in
recent years in models that partially or fully condi-
tion funding on the achievement of outcomes, rather
than financing inputs upfront under traditional in-
vestment loans. As discussed in Chapter 1, the Bank
recently launched a new instrument “Results-based
loans”. However, rigorous evidence on the effects of
conditioning development funding on results is hard
to find. Teasing out the effects of the results-based
incentives, separate from the overall financing, is par-
ticularly challenging, because the money and condi-
tions are bundled together.

An IE of the results-based Salud Mesoamérica Ini-
tiative (SMI) uses a “natural experiment” to shed
some light on questions regarding the impact of re-
sults-based incentives (Bernal, Celhay, and Martinez,
2018).52 SMl is implemented by the IDB with funding
from The Bill & Melinda Gates Foundation, the Carlos
Slim Foundation, and the government of Spain. A dis-
tinctive feature of SMI’s funding model is the use of
financial incentives, which are provided to countries
based on the achievement of results.

Starting in 2009, the government of El Salvador
implemented a health reform that expanded preventa-
tive health services in the country’s 98 poorest munic-
ipalities through community health teams composed
of doctors, nurses, and community health workers.
Each community health intervention was funded in
one of three ways: using national funds, multilateral

credit, or a combination of donor and national funding
from SMI. Fourteen of the 98 municipalities were co-
financed by SMI using its results-based model, with in-
centives equivalent to 25 percent of the funding pack-
age tied to the achievement of externally measured
maternal and child health targets at the end of two
18-month operations. The only condition imposed on
countries for use of the incentive was that it had to be
spent within the health sector. The remaining munici-
palities used conventional input-based funding, with
no results-based conditionalities attached.

The short-term results were astounding. Munici-
palities financed with the results-based conditional-
ity doubled the number of preventative health visits
compared to municipalities without conditionalities.
These results are among the first to study the effects
of results-based aid to national governments. To date,
available evaluations in low and middle-income coun-
tries have been carried out primarily with sub-national
governments, such as in Indonesia (Olken et al., 2014)
and Argentina (Gertler et al., 2014). While the results
of SMI in El Salvador are promising, more studies will
be needed to test alternative results-based lending
models in a variety of sectors and settings.

A Game Changer: How Big Data Is Becoming
an Invaluable Asset for Impact Evaluation

For decades, the study of development challenges
such as poverty and poor infrastructure has had to
rely on expensive surveys to collect basic micro-level
data. It is no surprise that recent advances in infor-
mation and communication technologies are provid-
ing a lower-cost alternative. What is surprising is that

52. To learn more, read the forthcoming article What Gets Measured, Gets Done on the IDB blog Development that Works.
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the alternative data sources for impact evaluations
come from NASA satellite imagery or navigation ap-
plications that crowdsource information from drivers
stuck in traffic. A recent IDBG-supported evaluation
used multiple sources of satellite data, as well as de-
tailed historical administrative data, to evaluate the
impact of road rehabilitation projects in the primary
transport network of Haiti on economic activity in the
country. The evaluation found significant increases in
night-time luminosity (a proxy for economic activity)
in areas surrounding roads that were improved when
compared to areas surrounding roads that did not
receive an intervention. Considering the elasticity of
night-time luminosity and GDP at the national level,
the authors conclude that road investments may have
generated an increase of between 0.6 and 1.2 percent
in the communal-section GDP. The study also found
that the areas that had larger gains were those locat-
ed furthest from the capital, suggesting that benefits
were distributed to a wide geographic area. However,
when dividing the sample of communal sections into
three groups, according to a baseline wealth index
(Least Poor, Poor, and Poorest), the results show that
the largest increase in luminosity came from the poor
communities. This finding highlights not only impor-
tant welfare effects but also the need for comple-
mentary policies to target the poorest of the poor.
Overall, this evaluation is particularly important for
showcasing how satellite data is becoming a key input
to understanding the impact of IDBG-funded trans-
portation projects in countries such as Haiti that lack
standardized data.

Another example of the benefits of using big data
comes from the information collected by Waze, the
world’s largest community-based traffic and naviga-
tion app in which drivers share real-time information
on traffic and road conditions. Data are collected in
major cities across the region and refreshed every
two minutes. For cities, having access to this crowd-
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sourced data from Waze is a golden opportunity to
conduct traffic studies at a fraction of what it would
cost without this real-time information. For instance,
measuring just one traffic intersection for a year, at
a specific time of day in Medellin, Colombia can cost
about $3,500, and properly measuring a traffic cor-
ridor could require at least six such measurements.
For a city like Medellin with 1,500 streets and 95,000
intersections, measuring just 10 corridors can cost as
much as $200,000. The IDBG is partnering with Waze
to analyze this data in conjunction with both public
and private operations related to urban development
and transportation.

How Insights from Behavioral Economics
are Helping Improve Financial Inclusion
Development specialists face multiple obstacles when
formulating projects, such as a lack of resources, dif-
ficulty in reaching the beneficiaries, and political, cul-
tural, or ideological differences. Even if they can over-
come these obstacles, IDBG specialists have found
that sometimes projects do not yield the expected
outcomes. Why?

The reason might stem from behavioral economics,
a field that draws from psychology insights to explore
why people sometimes make irrational decisions or why
their behavior does not follow the predictions of tradi-
tional economic models. The fact is that everyone falls
prey to behavioral quirks. And yet most policy, program,
and product design is based on the traditional econom-
ic model, which makes a number of assumptions about
human behavior. According to this theory, people weigh
all available information, assess the costs and benefits
of each option, and make a choice that is in their own
best interest. But this is not always the case in practice,
as people may take actions that go against the simplistic
assumptions made by traditional economic models.

The private sector is not a newcomer to the field
of behavioral economics and has been actively using
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data analytics and behavioral incentives to encourage
employees, customers, and other stakeholders to
achieve certain desired outcomes. The task for devel-
opment banks is how to use these tools to maximize
development impact and provide lessons than can be
scalable and sustainable.

A randomized field experiment in Ecuador, con-
ducted by the MIF, tested whether triggering the
norm of reciprocity between microentrepreneurs and
banks from which they were seeking loans increases
microentrepreneurs’ participation in a business train-
ing program. The program aimed to make the micro-
entrepreneurs more creditworthy and more likely to
repay the loans and grow their businesses. Potential
participants were personally approached by bank of-
ficers that delivered the invitation and were randomly
assigned to either receive or not receive a small gift
with their invitation to participate in the training pro-
gram. The gift, a premium chocolate, had to be suf-
ficiently small to avoid any income effects, but rela-
tively valuable and appreciated as a gift to potentially
affect behavior. Surprisingly, the gift had a negative
and significant effect of 8.3 percentage points on par-
ticipation rates. The study argues that an unexpected,
temporary change in the context triggered a negative
response from the entrepreneurs to the gift, which
changed the direction of the expected result; thus,
the intervention induced negative rather than positive
reciprocity.

IDB Invest has also leveraged behavioral econom-
ics tools in several of its IEs. In collaboration with fi-
nancial institutions, several evaluations are being con-
ducted to understand what type of incentives tackling
behavioral biases can be most effective to increase
savings, improve repayment, and reduce debt among
low-income clients. The examples that follow show-
case this work.

While poor populations might be limited in their ca-
pacity to save, in certain cases psychological biases
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or a lack of understanding of the benefits of savings
and the costs of debt can result in sub-optimal sav-
ings decisions. A study conducted in partnership with
Banco Familiar, an IDB Invest client in Paraguay, found
that encouraging low-income people to set a specific
savings objective to prepare for unforeseen emergen-
cies was the most effective approach, followed by set-
ting a specific savings objective with no specific pur-
pose. Larger impacts were observed on people that
received text message reminders.

Another study conducted with clients from branch-
es of Banco Estado of Chile located in vulnerable
areas showed that two strategies were effective at
increasing savings within the first 12 months after ac-
count opening. One was an Automatic Savings Plan
that offered the client the possibility of making an au-
tomatic transfer of money from a regular account to a
savings account. The second was a Savings Strategy
that offered the client alternatives to reduce non-rel-
evant expenses and provided educational videos, text
messages, and supporting visual materials (magnets,
calendars, card holders) highlighting the strategies.
Interestingly, text message reminders about savings
had no impact whatsoever.

Similarly, a MIF-supported program, Ahorro para
Todos, promoted increased awareness of how finan-
cial products work. The program, rolled out through
a randomized trial in rural areas in Peru, was an ef-
fective mechanism to increase savings with the spon-
soring financial institution, Financiera Confianza, but
had no overall impact on savings levels. The program
also had a modest impact on the incidence of poverty
among program clients. There were no documented
impacts on the use of any other financial products,
such as credit and insurance.

What are the broader policy implications of these
results? The majority of financial products in the re-
gion are geared toward credit, while savings prod-
ucts typically lack the same level of diversity and
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focus on client needs. These results challenge the
widespread belief that low-income individuals can-
not save and show that personalized and low-cost
solutions, which can be implemented by financial
institutions, can render positive results. Besides be-
ing beneficial for individuals, increasing savings is

also beneficial for banks, which need a strong base

of savings accounts to remain solvent and profit-
able. Since behavior is different across individuals
and contexts, interventions will need to be carefully
designed and piloted before being scaled up. More
evidence is needed to shed light on the specific
mechanisms and conditions that can sustain these
promising results.




Valuable Intermediate

Insights from an Impact
Evaluation Underway in
the Dominican Republic

study
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Reflections

As seen in this chapter, efforts to build a culture of
IE at the IDBG continue to bear fruit, with diverse
teams throughout the IDBG—from infrastructure, to
natural resources, to climate change—implement-
ing |Es to expand the frontier of knowledge in these
fields. Although the number and findings of IEs con-
tinues to be higher in the social sector, the IDBG is
establishing partnerships with other organizations
to share evaluation methodologies in less explored

fields and grow the use of big data in project evalu-
ations. In addition, the private sector windows of
the IDBG (IDB Invest and the MIF) will continue their
efforts to apply |IEs for assessing or improving the
effectiveness of their projects. In order to maximize
the benefit of these efforts, the IDBG is increasingly
relying on IE findings to inform the design of new
operations and is working on a repository of IE data,
reports, and lessons.

The IDBG Is partnering with other
organizations to share evaluation
methodologies in less explored
fields and increase the use of big
data in project evaluations.

Health Equity Improvement and Services

Strengthening Program, Panama (PN-L1068)
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Lima Metro Line 2 and Line 4 PPP,
Peru (PE-L1160)

CHAPTER 5.

Monitoring the
IDBG’s Corporate

The IDBG’s Corporate Results Framework (CRF) is
the primary tool for monitoring the achievement
of the Group’s strategic objectives, providing in-
formation about the IDBG’s contributions to devel-
opment in the region as well as the efficiency and
effectiveness with which it works. While it is im-
possible to capture all aspects of the IDBG’s work
in a single set of indicators, the CRF provides in-
sights about key contributions to development in
the region as well as strengths and gaps in institu-
tional performance. The CRF consists of three lev-
els of indicators: (1) Regional Context; (2) Country
Development Results; and (3) IDBG Performance.
This chapter reviews progress at each of these lev-
els in 2017 with a view to identifying how this in-
formation may be used in prioritizing activities and
areas for improvement.

Regional Context Indicators
The Regional Context indicators (see Table 5.1) high-
light the region’s long-term development progress

with respect to the IDBG’s strategic priorities, pro-
viding a snapshot of the current state of the region
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with regard to each of the challenges and cross-cut-
ting issues prioritized in the UIS. The information pro-
vided through these indicators in the CRF is intended
to provide a high-level overview, with deeper infor-
mation available in specialized reports referenced in
this section.

Progress against the Regional Context indicators is
the result of a combination of policies and programs
implemented by borrowing member countries, clients,
and their development partners; as such, they cannot
be directly attributed to IDBG support. Nonetheless,
the indicators provide perspective on the broader de-
velopment challenges in the region and help the IDBG
monitor high-level trends that may affect future stra-
tegic planning and programming decisions.

Progress on the Regional Context indicators
in 2017 reinforces the continued relevance of the
development challenges identified in the UIS. Al-
though the region experienced a slight return to
growth in 2017, countries continue to face important
structural challenges to address the region’s devel-
opment needs. While poverty had been declining in
the region for many years, it has shown slight upticks
over the last two years and inequality—as measured
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Table 5.1 Regional Context Indicators®

IDBG
Indicator Baseline | Year Progress | Year Strategic Priorities®
Poverty headcount ratio (US$3.10 per day PPP) (%) 13.4 2013 13.4 2016 -I-’]‘
Gini coefficient 0.493 2013 0.485 2016 H =
Social Progress Index 71.0 2015 71.4 2017 +
Growth rate of GDP per person employed (%) 1.3 2013 -1.5 2017 ~7
Global Innovation Index (LAC average) 33.5 2014 31.7 2017 ~7
Research and development expenditure
as a percentage of GDP (%) 0.64 201 0.70 2015 ~
Intraregional trade in goods (%) 16.0 2014 15.0 2016 de
Growth rate of the value of total exports
of goods and services (%) g AU 16 2016 %
Foreign direct investment net inflows
as percentage of GDP (%) S/ 202 2.8 2016 %
Greenhouse gas emissions (kg of CO, equivalent per $1 GDP
(PPPY) 0.44 2012 0.42 2014 @
Proportion of terrestrial and marine areas protected (%) 13.3 2014 NA NA @
Government effectiveness (average LAC percentile) 48.6 2013 46.7 2016 ﬁ
Rule of law (average LAC percentile) 39.8 2013 39.7 2016 W

a. The specific country mix included in the progress values reported varies according to the data available for each indicator.

For more information and links to original data sources, visit the Regional Context page of the CRF website. NA = not appli-

cable. External sources include: Social Progress Imperative, World Development Indicators, Global Innovation Index, RICyT,

World Resources Institute (CAIT Climate Data Explorer), UN Department of Economic and Social Affairs, and the World Bank.

LAC = Latin America and the Caribbean; PPP = purchasing power parity; RICyT = Red de Indicadores de Ciencia y Tecnologia

Iberoamericana e Interamericana. The World Development Indicators are produced by the World Bank.

b. The Update to the Institutional Strategy outlines a number of strategic priorities, organized into the following three challenges

and three cross-cutting issues: ' Social inclusion and equality; A7 Productivity and innovation; @ Economic integration; ==

Gender equality and diversity; @ Climate change and environmental sustainability. 1L Institutional capacity and the rule of law.
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by the Gini coefficient—also edged slightly upward
(Duryea and Robles, 2017).53

At the same time, the region’s growth lags behind
other world regions, with low levels and quality of in-
vestment constituting major factors hindering long-term
growth in the region (IDB, 2018).>* Furthermore, the
technological revolution is disrupting traditional ways
of working and the region’s technology gap is at risk
of increasing. There is also a continued need to deepen
economic integration in the region as initiatives remain
fragmented, intraregional trade in goods remains below
potential, and exports posted another year of negative
growth in 2016.% Progress on all these fronts requires
strong, trustworthy institutions that are accountable to
their citizens and maintain public confidence.

Although these overall challenges remain important
across the region, there continues to be wide variation
in terms of the circumstances at the country or local
level. The regional progress masks the heterogeneity in
a region where income per capita ranges from $1,900
in Haiti to $25,700 in Chile (IMF, 2018). Thus, the story
for an individual country may differ substantially from
the regional statistic. For example, while the aggregate
GDP per person employed for the region decreased
by 1.5 percent in 2017, Trinidad and Tobago, where
GDP per person rose by 3.2 percent, was among sev-
eral countries experiencing an increase compared to
the previous year (World Bank, 2017b). This is one of
the many reasons why the IDBG approaches develop-
ment with a tailored approach focused on the evolving
needs of each borrowing member country.

Country Development
Results Indicators

The Country Development Results Indicators provide
aggregate data on outputs and outcomes supported
by projects financed by the IDBG. At this level of the
CRF, the indicators capture results achieved by proj-
ects in the executing portfolio. Progress on these in-
dicators is highly dependent upon programming deci-
sions by the IDBG and its borrowing member countries
and clients, as well as the time required for projects to
be executed and generate measurable results.
Overall, the majority of the Country Development
Results Indicators are currently on track. In several
cases (such as subnational governments benefited by

citizen security projects and beneficiaries of target-

ed anti-poverty programs), the expected results for
2016-2019 have already been surpassed. Other indi-
cators that are approaching their expected results for

this four-year period include households with new or

upgraded access to drinking water and MSMEs pro-

vided with non-financial support. However, four indi-

cators remain either off track to meet the expected
results for 2016-2019 or have achieved only moderate
progress towards those results so far.

Indicators that are not currently on track include
students benefited by education projects, benefi-

ciaries receiving health services, beneficiaries of im-

proved management and sustainable use of natural

capital, and MSMEs financed. Despite not being on

track to reach their expected results for 2016—2019, a

53. For more detailed information on social progress in the region, see the IDB Report Social Pulse in Latin America and the Ca-

ribbean 2017: Family Legacy, Breaking the Mold or Repeating Patterns?

54. For a deeper look at the region’s growth prospects, see the IDB’s 2018 Latin American and Caribbean Macroeconomic Re-

port: A Mandate to Grow.

55. For more detailed information on integration and trade in the region, consult the IDB’s INTrade database.
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https://publications.iadb.org/bitstream/handle/11319/8805/2018-Latin-American-and-Caribbean-Macroeconomic-Report-A-Mandate-to-Grow.pdf?sequence=1&isAllowed=y
https://publications.iadb.org/bitstream/handle/11319/8805/2018-Latin-American-and-Caribbean-Macroeconomic-Report-A-Mandate-to-Grow.pdf?sequence=1&isAllowed=y
https://www.intradebid.org/

number of ongoing projects contributed to progress

in each of these indicators in 2017. Specifically:

+ Nearly 4.2 million students benefited from educa-
tion projects in 13 countries in the region through
projects such as the Sector Support for Quality
Education project (EC-L1155) in Ecuador, which
financed important interventions (such as im-
proving the nutrition status of students in public
schools, in-service teacher training, and annual
national achievement tests for students) to im-
prove access to quality education in the country.

* Nearly 4.9 million individuals received health ser-
vices in 10 countries in the region, through proj-
ects such as the Improved Access and Quality of
Health and Nutrition Services project (GU-L1022)
in Guatemala, which is strengthening access, use,
and quality of primary and secondary health and
nutrition services to improve maternal and child
health and reduce chronic malnutrition in children
under two years of age.

*  More than 37,000 individuals benefited from im-
proved management and sustainable use of natu-
ral capital in 13 countries through projects such
as the Irrigation Program with a Watersheds Ap-
proach project (BO-L1084) in Bolivia, which aims

to achieve a sustainable increase in the agricul-
tural income of rural beneficiary households by
expanding the area of farmland under irrigation
and improving efficiency in the use and distribu-
tion of water for agricultural purposes.

+ Nearly 410,000 MSMEs received financing from
IDB, IDB Invest, and MIF projects throughout 16
countries in the region (see Box 5.1).

Given that the IDBG aims to be responsive to coun-
try and client demand, it is to be expected that
not all indicators would be on track to achieve the
expected results established as part of the CRF.
Country priorities may shift over time, both in terms
of the sectors in which they seek IDBG support and
in terms of specific issues they aim to target within
a given sector. Corrective action for these off track
indicators is not necessarily required if the trajec-
tory is based on changes in country or client pri-
orities. If, however, the indicator is off track due
to issues associated with the execution of ongo-
ing projects, these projects are identified through
the PMR and DELTA monitoring system discussed
in Chapter 3. In those cases, the IDBG works with
countries and clients to identify and resolve causes
for execution delays.

In 201/ nearly 4.2 million students
benefited from education projects
N 13 countries in the region.
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Working Together
to Serve MSMEsSs

MSMEs play an important role in the region, accounting
for the majority of businesses and employment. None-
theless, they tend to stay small and have low produc-
tivity. Inadequate financing is a key limitation. MSMEs
in the region face an estimated financing gap of $210-
$250 billion (IFC, 2011). In order to address this gap
and improve MSME productivity, the IDBG is bringing
to bear its complementary comparative advantages.

The IDB’s public policy interventions aim to strength-
en financial market regulation and supervision, cre-
ate confidence in the investment climate, and foster
programs that channel financing toward productive
development and MSMEs. In turn, these efforts help
stimulate private investment. In 2017, IDB Invest began
rethinking its approach to serving MSMEs, leveraging
the knowledge and experience of the IDB on the regu-
lation and public policy side, and of the MIF, which has
a long track record of supporting innovative financial
inclusion models and specialized MSME financial in-
termediaries. A sharpened focus toward supporting
this underserved market segment will entail partner-
ing with a range of commercial financial intermediar-
ies, including financial institutions and corporate value
chains to channel funding to MSMEs, as well as pro-
moting the spread of knowledge and innovations that
expand MSME access to finance.
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IDB Invest has been partnering with financial insti-
tutions across the region to adjust their product offer-
ings to better meet the needs of smaller businesses.
For example, a long-term $150 million loan to Banco
Industrial in Guatemala helped the bank to offer lon-
ger tenors to SME clients. From 2012 to 2015, SME loan
tenors increased from 71 to 83 months, average loan
sizes doubled from $20,000 to more than $40,000,
and the Bank’s SME portfolio grew more than 200
percent. Similarly, an IDB Invest project with Banco
Improsa in Costa Rica helped to more than triple SME
loan tenors over a similar time frame, and the bank
increased its SME portfolio by 11 percent.

Within the underserved MSME market segment,
women-owned/led companies are even more over-
looked despite the recognition that women are great
savers, prudent borrowers, and loyal customers. To
address this issue, the women entrepreneurship Bank-
ing program has been combining private investment
through IDB Invest with MIF technical assistance to
help banks develop new products and services to serve
this large potential market. Since 2012, the program
has partnered with 17 banks in 11 countries. At least 9
of these banks have joined the Global Banking Alliance
for Women, fostering both regional and international
knowledge exchange around best practices.
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Table 5.2 Country Development Results Indicators: Outputs and Immediate Outcomes?

Indicator I_DBG_ - Results Expected Results Status
Strategic Priorities® 2016-2017 2016-2019
1036 fnancing (st ons CO, ecuialenty ~® Basass 8000000 @
Students benefited by education projects (#) +’|\ M= 6,207,310 15,790,000
Beneficiaries receiving health services (#) +H= 9,445,663 38,000,000 Q
Beneficiaries of targeted anti-poverty programs (#) -I-’[‘ = 8,315,666 8,000,000 O
e e 4@ was a0
Households benefitting from housing solutions (#) -I-’|‘= 266,462 850,000 o
Beneficiaries of on-the-job training programs (#) -I-'i‘ N= 543,603 875,000 o
Jobs created by supported firms (#) Nz = 174,896 140,000 O
Women beneficiaries of economic = 627,094 1300,000 o

empowerment initiatives (#)

Data reported for the Country Development Results Indicators relies on the monitoring processes and tools described in
Chapter 3, including the PMR for IDB operations, the DELTA for IDB Invest operations, and the PSR/PSU for MIF operations.
For most indicators, data is provided by executing agencies and clients with subsequent validation by IDBG project teams.
In cases where precise data is not available, total figures may be estimates. For more information, visit the Country Develop-

ment Results page of the CRF website.

The UIS outlines a number of strategic priorities, organized into the following three challenges and three cross-cutting issues:
""i‘ Social inclusion and equality; ' Productivity and innovation; % Economic integration; == Gender equality and diversity;
@ Climate change and environmental sustainability; ﬁ Institutional capacity and the rule of law.

Each indicator for which expected results have been established has been categorized into one of the following four statuses

based on the Traffic Light Methodology: O Achieved, O On Track, Moderate Progress, @ Off Track.

While the indicator “Reduction of emissions with support of IDBG financing” is an intermediate outcome, it is included in

Table 5.2 because the CRF includes Expected Results 2016-2019 for this indicator.
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Table 5.2 Country Development Results Indicators: Outputs and Immediate Outcomes? (continued)

Indicator IDBG Results Expected Results Status
Strategic Priorities® 2016-2017 2016-2019

Micro, small, and medium enterprises financed (#) +’|\ N= 967,284 3,400,000 @
Micro, small, and medium enterprises . .
provided with non-financial support (#) @&~ = 183,890 260,000 o
Households with new or upgraded .
access to drinking water (#) +H @ = 634,346 950,000 (o)
Households with new or upgraded access to . _
canitation () H7P= 662,512 1,300,000 (o)
Installed power generation capacity . 0
from renewable sources (%) ~ @ 100% 80% o
Roads built or upgraded (km) M%: 4,181 6,300 o
Professionals from public and private sectors
trained or assisted in economic integration (#) ~ % 62,256 40,000 O
Regional, sub-regional and extra-regional integration =

L T 37 28 Q
agreements and cooperation initiatives supported (#) _—
Subnational governments benefited .
by citizen security projects (#) HM=m 470 52 0
Government agencies benefited by projects that M %
strengthen technological and managerial tools to 123 150 o

=

improve public service delivery (#)
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Table 5.2 presents specific progress values by indica-
tor, including the status of the indicator with respect
to the likelihood of achieving the expected results
established in the CRF. Additional details—including
the specific projects contributing to progress on each
indicator—are available through the Country Develop-

ment Results section of the CRF website.

Beyond the indicators displayed in Table 5.2, there
are six additional Country Development Results In-
dicators for which the CRF does not include targets
because they are associated with higher-level in-
termediate outcomes that materialize over a longer
time frame (see Table C.3 in Appendix C). For several
of these indicators, it is not feasible to quantify the
IDBG’s contribution to progress. Instead, the IDBG
tracks which projects align to these indicators and
reports this information on each indicator’s page of
the CRF website. For example, the indicator formal
employment of women measures the percentage of

women who are formally employed or self-employed
in a variety of sectors. While a single project sup-
ported by the IDBG will not have a meaningful im-
pact on the value of the indicator for the region, it
may have important effects at the local level.

IDBG Performance Indicators

The CRF’s IDBG Performance Indicators measure how
the IDBG supports countries and clients in achieving
results. These indicators were designed to measure
each of the operational guiding principles of the UIS:
responsiveness; multisectorality; effectiveness and ef-
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ficiency; leverage and partnerships; innovation and
knowledge; and strategic alignment.

A key objective of monitoring the IDBG Perfor-
mance Indicators is to identify areas where the IDBG
is doing well, so the IDBG can stay the course and
meet its 2019 targets, as well as areas where progress
is straying off course and corrective actions may be
needed. It is at this level of the CRF that the perfor-
mance results can be most heavily used to inform de-
cision-making because these indicators more directly
reflect areas under the IDBG’s control. The most re-
cent progress results for the IDBG Performance Indi-
cators are shown in Table 5.3.

Staying on Course

Several of the IDBG Performance Indicators are on
track, showing improvements over the baseline or
a current value close to the 2019 target. The IDB is
on track to achieve its respective target for lending
to small and vulnerable countries, one of the met-
rics to track IDBG’s responsiveness. In addition,
the IDB maintains healthy cost-to-income and cost-
to-development-related-assets ratios (measures of
efficiency) and has improved performance on the
average visits to IDBG publications and blog read-
ership (measures of knowledge-sharing). In ad-
dition, the percentage of operations meeting the
target preparation time has increased substantially
over the last four years, surpassing its 2019 target.
The median preparation time for SG loan opera-
tions declined from 6 months in 2014 to 4.4 months
in 2017.
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Table 5.3 IDB Group Performance Indicators?

Progress | Target

. . . )
Indicator Institution Baseline | Year 2017 | 2019 Status
Partners satisfied v_wthIEZBG IDBG 74 2015 79¢ 85 i
development solutions (%)

3

§ Lending to small and vulnerable DB 372014 3435 o

e 1 0,

2 countries (%) IDB Invest 37 2016 23 40 (%)

o

3

& Operations meeting target DB 83 2014 92 &7 o

H H [
preparation time (%) IDB Invest NA NA NA TBD )

2 Partners satisfied with IDBG . )

© use of multi sector approach (%) IDB 92 2015 89¢ TBD

o

% IDBG loan operations

= with multidisciplinary IDB 54 2014 58 Monitor -

= team compositions (%)

Active operations with satisfactory IDB 69 2014 82 75 o
performance classification (%)

IDB Invest NA NA 64¢ 75
Operations with satisfactory IDB 78 2014 54¢ 80 @

o development results at completion (%

g P PIEtion (%) ng Invest 66 2016 58 80 (X

>

S Operations with high environmental DB 88 2014 80 90

% and social risks rated satisfactory @
in the implementation of mitigation
measures (%) IDB Invest 91 2016 92 90 O
Mid- and senior-level staff who are IDB and MIF 37 2014 37 43 )
women (%)

IDB Invest 27 2016 28 35 (X

For more information, visit the IDBG Performance page of the CRF website. B = billion; M = million; NA = not available; NSG =

non-sovereign guaranteed; TBD = to be determined; TC = technical cooperation.
Each indicator for which a target has been established has been categorized into one of the following three statuses based
on the Traffic Light Methodology: O On Track, On Watch, @ Off Track.

Data reflects External Feedback System data for 2016 as these surveys are currently undergoing adjustments.

Projects in supervision are classified as satisfactory, alert, or problem. Being on “alert” does not mean that projects are at
high risk of not achieving their development goals at maturity, but rather signals the need for additional support to help proj-
ects meet their expected objectives. See Chapter 3 for more details.

The percentage of projects with satisfactory development results at completion in 2017 is based on the validation by the Of-
fice of Evaluation and Oversight. Reporting for 2016 was based on Management’s assessment, which yielded a value of 88
percent for IDB operations and 66 percent for IDB Invest operations. See Chapter 3 for a deeper look at the achievement of

results in completed projects and the differences between Management’s and OVE’s assessments.

134 Inter-American Development Bank Group

Table 5.3 IDB Group Performance Indicators® (continued)

Progress | Target

Indicator Institution Baseline | Year 2017 | 2019 Status®
IDB 40.3 2014 371 40 o
. Cost-to-income ratio (%)
o IDB Invest 44,7 2016 46.2 TBD ;
@
£ IDB 0.84 2014 0.81 0.80 o
Lu Cost-to-development-related-assets
1 0,
UG IDB Invest 1.0 2016 1.3 TBD )
_— L '
g g Mobilization volume by NSG financed np 1 oy 8.9B 2012-2014 57B% 21.3B %)
o< projects / companies ($)
g o
© £ Partners satisfied with IDBG’s ability . i
3 & to convene other partners (%) IDBG 722015 66° 75
Partners that consider IDBG .
° S  solutions to be innovative (%) e g 2k ST e
g%
% % Total IDBG blog readership (#) IDBG 21M 2014 3.2M 42M o
€7o 5
< Average visits to IDBG IDBG 139 2014 372 230 o

publications (#)

New approvals aligned with at least

one challenge or cross-cutting issue

of the Update to the Institutional IDBG 99.4 2016 99.8 NA
Strategy (% of lending and TC volume)

é Social inclusion and equality IDBG 47 2016 43 NA
é Productivity and innovation IDBG 56 2016 65 NA
:Egm Economic integration IDBG 22 2016 31 NA
EE Gender equality and diversity IDBG 17 2016 12 NA
»n
envronmont) sustinabity DG 32 2006 45 NA
Institutional capacity IDBG 36 2016 40 NA

and rule of law

The denominator for IDB Invest’s cost-to-development-related-assets includes the IDB NSG portfolio since IDB Invest’s ad-
ministrative expenses include costs associated with the origination of new operations for the IDB, and the management of its
existing portfolio as per the terms of the capitalization scheme, cross-booking arrangements, and service level agreements
between the IDB and IDB Invest.

Mobilization data reported for 2017 reflects cumulative progress 2016-2017.

The target of 21.3 B is a cumulative target for 2016-2019.
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%pact Sourcing as a Tool to Generate

Job and Training Opportunities, Peru.
(PE-M1091)

The IDBG is also on track on some of its effective-
ness indicators. In the case of the IDB, the percentage
of active operations with satisfactory performance
classification is on track for 2017, with 82 percent of
projects meeting this criterion, 11 percent on alert, and
7 percent in problem status.>® At IDB Invest, 92 per-
cent of operations with high environmental and social
risks were rated satisfactory in the implementation of
mitigation measures. In addition to its ongoing work in
implementing robust environmental and social review
procedures that include not only the ex ante analysis
but also the supervision process, in 2017, IDB Invest
also carried out several capacity building events on
environmental and social sustainability for its clients
and potential clients and developed an online training
course on environmental and social risk management
for financial intermediary clients.

In addition to those indicators that are on track,
there are a number of indicators for which no target
has been established as the IDBG simply monitors
performance on the indicator over time. These include
the indicators related to strategic alignment and mul-
tisectorality.

In the case of strategic alignment, more than 99
percent of the volume of all IDBG approvals in 2017
were strategically aligned to at least one of IDBG’s
strategic priorities.5” The greatest amount of financing

for IDB, IDB Invest, and MIF was aligned to produc-
tivity and innovation, with approximately 65 percent
of approved financing across the IDBG aligned to this
strategic priority. Conversely, gender equality and di-
versity was the area with the lowest level of strategic
alignment across the IDBG for the second year in a
row. While there are no targets for strategic align-
ment, the relatively low level of strategic alignment
to gender equality and diversity indicates that more
work may be needed to mainstream these consider-
ations in IDBG operations. Detailed information on
strategic alignment by IDBG institutions as well as at a
project level may be found on the indicator webpage
of the CRF website.

In the case of multisectorality, the percentage of

IDB loan operations with multidisciplinary teams has
increased slightly in the past couple of years, illustrat-
ing how the principle of multisectorality has taken
greater hold within the IDBG (see Box 5.2 for an ex-
ample of a multisectoral project recently approved in
Nicaragua). While 54 percent of SG loan operations
had team members from multiple sector divisions in
2014, this increased to 58 percent in 2017. Of note, the
percentage of operations with team members from
the climate change division has increased as the IDBG
has increasingly worked to mainstream climate con-
siderations.

56. Details by project stage are available on the indicator webpage on the CRF website.

57. IDBG strategic priorities are: social inclusion and equality; productivity and innovation; economic integration; gender equality

and diversity; climate change and environmental sustainability; and, institutional capacity and rule of law.
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BOX 5.2

Multisector Solutions

to Improve Public Health
in the Dry Corridor in
Nicaragua

NI-L1143

Map 5.2.1 Municipalities served by the Multisector
Program to Improve Health Determinants in the Dry Corridor

Quilali, Nueva Segovia

Jalapa, Nueva Segovia

Ocotal, Nueva Segovia

Wiwili, Jinotega

Las Sabanas, Madriz

Waslala, North
Caribbean Coast

Autonomous Region
of Nicaragua?

‘rA La Trinidad, Esteli
S
4

San Juan de Limay, Esteli

Esteli, Esteli

a.  While Waslald is part of the North Caribbean Coast Autonomous Region of Nicaragua, for the purposes of health services it

falls under the local integrated healthcare system of Matagalpa due to its distance from the regional seat.
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Adjusting Course

For a number of indicators, corrective action may be
needed to make more rapid progress toward the es-
tablished targets. Specifically, the following six indica-
tors are not on track to meet their targets: mid- and
senior-level staff who are women; IDB operations with
high environmental and social risks rated satisfactory
in the implementation of mitigation measures; IDB In-
vest lending to small and vulnerable countries; mobi-
lization volume of NSG financed projects/companies;
active IDB Invest operations with satisfactory per-
formance classification; and the percentage of IDBG
operations achieving intended development results at
project completion.

Improving Gender Parity for

Mid- and Senior-Level Roles

In the case of gender parity, the IDBG has taken delib-
erate actions over the past several years to create an
inclusive workplace, strengthen the internal pipeline of
female talent, and attract female candidates through
its external recruitment activities. In spite of these ef-
forts, the level of gender parity at the more senior lev-
els of the institution remained relatively stable from
2016 to 2017. While the percentage of mid- and senior-
level positions held by women edged up slightly at IDB
Invest in 2017 (from 27 percent in 2016 to 28 percent in
2017), the increase was not substantial enough to make
meeting the 2019 target likely. In the case of the IDB

(including the MIF), the percentage fell slightly from 38
percent in 2016 to 37 percent in 2017.

While it is unlikely that either the IDB or IDB Invest
could meet its respective targets of 43 percent and 35
percent by 2019,% the IDBG is continuing to advance
its efforts in favor of gender parity. Promotions into the
positions considered “mid- and senior” at IDB (that is,
from the IDB’s Grade 5 to Grade 4) were distributed
equally among men and women in 2017. IDB Invest re-
ceived the “Assess” level of EDGE Certification,* join-
ing the IDB in actively fostering a gender-equal work-
place. However, 70 percent of external IDBG hires at
mid and senior grades were male in 2017.

A high volume of anticipated staff retirements in
the coming years represents an important opportu-
nity for sourcing and recruiting of senior women to
close the gender gap at these levels. The IDBG is pri-
oritizing this and carrying out several proactive mea-
sures, such as running social media campaigns tar-
geting senior professional women (over 900 women
were targeted in a recent round), publishing blogs on
corporate channels where the work of female special-
ists in operations and senior management is being
highlighted, using artificial intelligence to review the
language used in postings to avoid bias, participat-
ing in virtual job fairs that target senior professional
women, and revamping the jobs site to make it more
modern and user-friendly and to include photos of
women working at the IDBG.

58. The targets for IDB and IDB Invest differ due to differences in the grade levels considered mid- and senior-level at each institution.

At IDB, these positions include all positions at Grade 4 and above, whereas for IDB Invest, those at Grade C and above are included.

59. The EDGE (Economic Dividends for Gender Equality) certification for workplace gender equality consists of three levels. “Assess” is

the first level and it means that the organization “makes a public commitment to a strong gender balance across the talent pipeline,

to pay equity, to a solid framework of gender equality policies and practices as well as to an inclusive workplace culture as reflected

by high engagement levels of both male and female employees.” For more information, visit the page of the Global business certifica-

tion standard for gender equality.
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In addition, the IDBG is focused on improving the rep-
resentation of women in mid- and senior-level technical
positions by continuing to support the leadership, vis-
ibility and potential of women within its staff. Over the
last five years, the IDBG has designed programs such as
the Emerging Women’s Leadership program, which has
graduated 162 women across the organization with the
potential to undertake leadership roles, and the Work-
ing Mama program, a group coaching program to pro-
vide women with tools to balance their personal and
professional challenges. The IDBG is also developing an
interviewing skills program for women to help them en-
hance their skills in this area.

Mitigating Project Risk
Another indicator on which IDB is currently off track
relates to the effective mitigation of environmental

and social risks for high-risk operations. In light of
significant improvements in this indicator under the
CRF 2012-2015, the IDB established an ambitious
target of 90 percent for 2019.

In 2017, 80 percent of IDB projects with high environ-
mental and social risks were found to have satisfactory
implementation of mitigation measures. This represents
a slight decline from the 2016 value of 82 percent, equiv-
alent to a net increase of two projects. However, revi-
sions in the methodologies for both assessing risk and
performance in implementation of risk mitigation mea-
sures in 2016 and 2017 mean that these values are not
directly comparable.®® These changes in methodologies
are part of a broader effort to strengthen risk manage-
ment throughout the project lifecycle and support the
allocation of resources for supervision according to the
level of risk.

In 201/, 34 percent of the
approval volume of IDB lending
and 23 percent of the approval
volume of IDB Invest lending
targeted small and vulnerable

countries.

60. The revised methodology to assess environmental and social risk includes a more rigorous assessment of the level of risk,

thereby reducing the overall number of projects classified as “high risk.” Furthermore, the safeguard performance ratings are

also now based on a more disciplined monitoring process and application of safeguard policies, leading to a lower overall

percentage being classified as having satisfactory implementation of risk mitigation measures.
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Given that the institution is increasingly moving to
prioritize taking more risk to finance development proj-
ects that may not otherwise receive support from more
risk-averse lenders, it may be necessary to dedicate
additional efforts to supervision and capacity-building
regarding the effective management of environmental
and social risks. To date, efforts to strengthen risk man-
agement and support the allocation of resources for su-
pervision according to the level of risk have focused on
the design of a multiannual risk-based supervision plan
with differentiated levels of supervision according to the
risk level of the project, the production of portfolio risk
reports for internal stakeholders to enable better deci-
sion-making and allocation of resources, and the inte-
gration of environmental and social risks into the IDB’s
overall risk management methodology and system.

Reaching Small and Vulnerable Countries

IDB Invest’s lending to small and vulnerable countries
fell from 37 percent of its approval volume in 2016 to
23 percent in 2017, even though transactions in these
countries represented 38 percent of total transac-
tions. This decrease can be traced to the fact that sev-
eral very large projects in countries such as Brazil and
Colombia were approved in 2017. In 2017, IDB Invest
approved a dedicated approach for increasing opera-
tions in small island economies, which contributed to
a 29 percent increase in lending to these countries
from 2016 to 2017. There are natural fluctuations in
this indicator and IDB Invest remains committed to
meeting its target for lending to small and vulnerable
countries as well as ensuring that 10 percent of its ap-
provals benefit small and island economies by 2020.
IDB Invest has built a robust pipeline in its different
segments and continues to strengthen its origina-
tion efforts in countries that have benefited less from
NSG financing in the past, which is expected to im-
prove performance on this indicator in 2018. Further-
more, the increasing presence of investment officers
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throughout the region—now represented in 23 of the
26 borrowing member countries—will contribute to
improvements on this indicator.

Mobilizing Private Finance

As discussed in Chapter 1, mobilization of private re-
sources continues to grow as a focus area within IDBG.
While it may not be feasible to reach the CRF target
in the coming two years, scaling up work to crowd in
private finance remains critical and the IDBG will need
to continue its efforts to grow mobilization, including
through increased employee incentives to focus on
mobilization, revamping financing modalities with high
mobilization potential, and introducing new instru-
ments and vehicles that attract institutional investors.

Active IDB Invest Operations with

Satisfactory Performance Classification

As discussed in Chapter 3, nearly all IDB Invest projects
under supervision in 2017 were approved before the
consolidation of the private sector arms in 2016, using
different development effectiveness tools, systems, and
reporting processes. Therefore, an extensive review was
needed to update results matrices and standardize how
all projects are assessed during supervision. Using this
new monitoring approach, IDB Invest was able to clas-
sify the performance of 73 percent of legacy projects in
the portfolio for the first time, resulting in a 64 percent
satisfactory rating. As part of its new monitoring sys-
tem, IDB Invest is taking a proactive approach toward
identifying projects that are nearly satisfactory but may
need additional support to receive a solid satisfactory
classification and are therefore flagged as “alert.” Six-
teen such projects were identified and reclassified from
“satisfactory” to “alert” in 2017. Going forward, IDB In-
vest’s new systematic monitoring approach will ensure
that projects are identified to receive additional support
as needed to meet their development impact targets
and perform satisfactorily.
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Achievement of Intended Development

Results at Project Completion

The relatively low percentage of both IDB projects (54
percent) and IDB Invest projects (58 percent) that OVE
determined had satisfactorily achieved development
results at completion could be regarded as cause for
concern—particularly when compared to the 80 per-
cent target. However, as described in Chapter 3, OVE’s
ratings are calculated based on a different methodol-
ogy than the methodology that was being used at the
time when this CRF indicator’s target and baseline were
defined. This implies that, for IDB projects, for example,
the 54 percent value achieved in 2017 as well as future
measurements of the indicator are not comparable to
the 80 percent target and the indicator baseline of 78
percent (moreover, subsequent values for the indicator
can be expected to be below the 80 percent target
although gradually increasing over time). Regardless of
the precise project classification, however, the funda-
mental take-away from both OVE and Management’s
assessments is that there are opportunities to continue
to improve results delivery in IDBG operations. While
IDBG’s results focus has grown substantially over the
past decade, this has not always led to measurable im-
provements in project outcomes—particularly for proj-
ects approved in the early stages of the application of
the DEF. Looking forward, continued vigilance during
project design regarding project logic, objectives, and
indicators will be critical to improve the achievement of
measurable development results over time.

Achievement of Results

through Technical Cooperation

Performance of technical cooperation (TC) opera-
tions is an area that has received growing attention
leading up to and following the launch of the TC Moni-
toring and Reporting System in 2016. To begin cap-
turing TC performance in a more standardized way,
the CRF includes an auxiliary indicator regarding TC
performance.t’ In 2017, 62 percent of TC operations
with results planned for the year were performing
satisfactorily, meaning they had achieved 75 percent
or more of their planned outputs, cumulatively, from
their first year of execution until 2017. This value rep-
resents a five-percentage point decrease from the TC
performance baseline value of 67 percent established
in 2016. While the CRF does not include a target for
this indicator, the decline in performance from 2016
to 2017 indicates that action may be needed to ad-
just course. As such, Management will be implement-
ing a series of measures beginning in 2018 to ensure
that project teams are fully equipped with the tools
and awareness necessary to optimize the prospects
for satisfactory TC performance. One such measure
includes additional support to project teams with esti-
mating the completion date of deliverables, an area in
need of improvement given the tendency for outputs
to be completed before TC closure, but not neces-
sarily according to the initially envisaged schedule.??
Other measures include developing and communicat-
ing real-time execution alerts related to output de-

61. CRF auxiliary indicators complement the main indicators and allow Management to explore capturing data on new indicators,

such as TC performance. For more information, see the approved CRF document or the IDBG Performance Auxiliary Indica-

tors page of the CRF website.

62. For example, 77 percent of TC operations that closed in 2017 had satisfactory performance, 15 percent higher than the overall

average of 62 percent.
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Sustainable Tourism Program,

Belize (BL-L1003)

livery to project teams and exploring the possibility
of assigning more weight to the TC Performance In-
dicator when considering the allocation of resources
among the Ordinary Capital Strategic Development
Programs.

Reflections

While the Regional Context does not shift dramati-
cally over the course of the CRF’s four-year period,
CRF indicators may shine a light on areas meriting the
IDBG’s closer engagement with member countries
and clients over the medium term. At the same time,
the Group strives to maintain a strategic eye toward
areas of emerging importance, identifying opportuni-
ties to hone the focus on such structural challenges
as strengthening institutions, closing the technology
gap, and investing in innovation, which are major ob-
stacles hindering long-term growth. Continuing to
partner with borrowing member countries to deepen
the IDBG’s engagement on these fronts will lay the
foundation for unlocking the region’s growth poten-
tial, which, as discussed in Chapter 2, will remain a top
public policy concern for the years to come.

In terms of indicators at the Country Development
Results and IDBG Performance levels, at the halfway
point of the UIS and the 2016-2019 CRF, strong prog-
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ress has been made on a few CRF indicators, and mod-
erate progress on many others. For indicators that are
lagging, the IDBG is working to improve the trajec-
tory toward the 2019 targets, wherever possible—from
taking a deeper look at continued improvements in
achieving intended development results to improving
gender parity throughout the higher levels at IDBG.

The CRF and the IDBG’s suite of development ef-
fectiveness tools discussed in Chapter 3 remain criti-
cal in fostering a culture of results across the IDBG.
Drawing on lessons from the last decade, the IDBG
recognizes the fundamental importance of effective
feedback loops that allow for continuous improve-
ments. Information from the CRF is increasingly being
used as an input into business planning and resource
allocation at the IDB to ensure a stronger alignment
with the UIS and to ultimately ensure that gaps in
performance are addressed. These feedback loops
and the culture of learning discussed throughout the
DEO are a vital part of what makes the IDBG an effec-
tive development partner for the region. At the same
time, considerations of efficiency and the optimal use
of human and budgetary resources remain crucial to
maximize the value for money IDBG delivers for its
stakeholders. These improvements must continue to
be driven by a focus on serving countries and clients
as effectively and efficiently as possible.
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The Evaluation
Recommendation

Tracking System (ReTS)
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Recommendations made by OVE and endorsed by the
Board of Executive Directors are tracked in the ReTS.
IDB has used the ReTS since 2013, and IDB Invest be-
gan a similar process in 2017, and will begin to formally
use the ReTS in 2018.%° Management prepares an ac-
tion plan for each Board-endorsed recommendation
and updates implementation progress annually. OVE
validates both the relevance of the action plan and the
extent of its implementation, using information avail-
able in the ReTS and otherwise made available by IDB
Invest. The ReTS was intended to provide the Boards
with a measure of accountability on how well the IDB
and IDB Invest follow up on Board-endorsed recom-
mendations.

Two full validation exercises have been conducted,
in 2016 and 2017, as well as a validation of the ReTS
pilot in 2014.%* OVE’s evaluations have made 208 rec-
ommendations since the ReTS was launched in 2013;
57 recommendations stem from evaluations delivered
to the Board in 2017 (click here to see the full list). Of
the 208, the Board endorsed 197 (95 percent), and 102
of these were included in the 2017 validation exercise.®

OVE reported significant improvement in the quality of

action plans, compared to those prepared in 2016, due
in part to Management’s introduction of a new mecha-

nism (template and process, described below) to cap-
ture actions and progress in implementation.®®

The OVE Annual Report 2017 describes the follow-
ing improvements: “...the process for the 2017 valida-
tion incorporated lessons learned from the 2016 exer-
cise. First, to avoid the implementation of non-relevant
actions, OVE agreed with management to assess the
relevance of proposed new actions at the time the ac-
tion plan is prepared, rather than at the end of the
year. Second, Management revised some of the ac-
tions that OVE had deemed partially or not relevant in
2016, and OVE reviewed these again, along with new
actions issued in 2017. Finally, OVE provided informal
feedback to management teams preparing new ac-
tion plans or modifying existing plans, allowing man-
agement the opportunity to improve relevance rat-
ings before they became final” (Paragraph 1.4). The
higher scores for both relevance and implementation
reflect these process improvements.

More than three-quarters (78 percent) of the 102
action plans assessed by OVE were considered to
be fully or substantially relevant to address the rec-
ommendation—a significant improvement over 2016,
when 61 percent of action plans were assessed as fully
or substantially relevant (Figure A.1).

. With some variations, the World Bank, the Asian Development Bank, the European Investment Bank, the Global Environment

Facility, and the International Fund for Agricultural Development all have monitoring systems to track actions in response to

the recommendations issued by their independent evaluation offices. All include annual validation of management’s progress

by the independent evaluation office.

. The complete results of the current validation exercise are available online in the IDB’s publication page.

. The other 95 either were retired in 2016 from the ReTS, were new and did not yet have a final action plan, or were from OVE’s

Mid-term Evaluation of IDB-9 Commitments and thus covered by OVE’s final IDB-9 evaluation.

. All actions must include intermediate milestones and means of verification to report progress.
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Figure A.1 Relevance of Action Plans in 2016 and 2017
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A validation by OVE of the extent of implementation of 93 of the 102 action plans was also included in the
2017 validation exercise;®’ it found significant improvement with respect to the 2016 exercise. While in 2016 81
percent of the action plans assessed were considered to be on track, 91 percent were on track as of December
2017 (Figure A.2).

Figure A.2 Degree of Implementation of Action Plans in 2016 and 2017
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Further improvements to ReTS are in the works to make more effective use of the ReTS as a tool for both ac-
countability and learning. These include further enhancements to the ReTS Portal and improved clarity and
streamlined processes for validation, among others.

67. The others were too recent to be able to measure implementation progress or had negligible relevance.
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IDBG Development
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Tools
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Table B.1IDB, IDB Invest, and MIF Development Effectiveness Framework Tools

IDB

IDB Invest

MIF

The Development Ef-
fectiveness Matrix (DEM)
is used to rate all loans to

The Strategic Selectivity Scorecard is a tool for
ex ante identification of areas with the highest
potential development impact. It is tailored to IDB
Invest’s business segments, reflects corporate
and institutional targets, and feeds into and is
informed by IDBG country strategies.

The iDELTA (rolled out in
2018) scores all MIF projects
in terms of their develop-
ment impact, innovation level,

lytics for IDB Invest stakeholders. Data analytics
are based on the DELTA Project Score and key
project indicators, and also include aggregate
analyses at the portfolio level to inform strategic
decision-making. The DEA also includes an online
lessons learned repository.

> ensure that they adequate- = The Development Effectiveness Learning, Track-
b= ly diagnose the relevant ing and Assessment (DELTA) is used to score all scale potential, and resource
& development challenges, IDB Invest investments in terms of their develop- mobilization (project score).
= incorporate evidence- ment impact and level of IDB Invest additionality It will also ensure project
2 based solutions, safeguard = (project score). It also ensures the investment’s alignment with strategic IDBG
E resources by including an alignment with the strategic priorities of the IDBG = and MIF priorities. Finally, the
42 ex ante economic analy- and IDB Invest (alignment assessment). Finally, iDELTA will assess the qual-
° sis, and allow for proper the DELTA assesses the quality of the design ity of the design at entry for
< measurement of results at entry for the proper measurement of results the proper measurement of
throughout the life of the throughout the life of the investment. results throughout the life of
project. the project.
The Financial Contribution Rating (FCR) comple-
ments the DELTA by measuring the financial con-
tribution of each transaction to IDB Invest, based
on the Risk-Adjusted Return on Capital (RAROC).
The DELTA in supervision tracks the achievement
of prOJect results during execut!on onhan anpual | The Project Supervision Re-
basis. It measures progress against targets, identi-
. - ) : port (PSR) (grants) and the
fies opportunities to take corrective action as .
. . : ; Project Status Update (PSU)
needed, and provides information about project )
erformance (loans and eqwlty) capture.the
.5 The Progress Monitoring P ' progress of project execution,
5] Report (PMR) capturgs The Development Effectiveness Analytics (DEA) achmver_nent of m!lestongs,
e results generated during . ) completion of project objec-
& . . system systematizes development effectiveness . . .
project execution on a : tives, and financial perfor-
o . . data collected throughout the project cycle to . .
£ semi-annual basis as well . S mance in the case of invest-
= . . produce relevant portfolio-level insights and ana- o .
a as project costs over time. ments. In addition, mid-term

evaluations are deployed

to provide sector expertise
needed to realign or redesign
projects that are off track.

After completion/At maturity

The Project Completion
Report (PCR) is used to
evaluate completed loans
in terms of the extent to
which they were effec-
tive in achieving results,
efficient, relevant to local
needs, and sustainable.

The Expanded Supervision Report (XSR) is used
to evaluate projects once they reach operating
maturity. It assesses the extent to which the proj-
ect was effective and efficient in achieving results
that are relevant to local needs and sustainable.
The report for projects approved after 2016 will
include a DELTA at maturity.

The Final Project Supervision
Report (FSR) is used to eval-
uate projects at completion. It
is the main tool for reporting
on project implementation
and results, providing early
evidence of replication and
scaling, and offering lessons
learned.

Impact evaluations are used to estimate the causal effect of projects, particularly in areas where

knowledge gaps exist.
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Table B.2 Ratings of IDB Project Completion Reports, 2017

. IDB
Country Number Name . Lending Management OVE rating
instrument .
rating
Climate Change and Sustainable Development
Bolivia BO-L1107 Disaster risk management program |l PBP Highly successful  Successful
Infrastructure and Energy
L Partly
Barbados BA-L1015 Water and sanitation systems upgrade ESP Partly successful
unsuccessful
Bolivia BO-L1100 Reform program for the vvate_r, san.|t§t|on, PBP Highly ) Partly
and water resources sectors in Bolivia successful unsuccessful
Brazil BR-L1088 Program for urban development and GCR Successful* Partly
socioenvironmental inclusion in Manaus successful
PROCIDADES: Integrated development
. o Partly Partly
Brazil BR-L1163  program for the municipio Passo Fundo- GCR .
successful unsuccessful
PRODIN
Brazil BR-L1278 Rehabilitation for thle Furnas and Luiz Carlos ESp Highly successful Partly
Barreto hydroelectric power plant successful
Ecuador EC-L1040 Modernization Qf pumping stat|on.s on the ESP Highly ) Successful
Esmeraldas-Quito multiproduct pipeline successful
El Salvador ES-L1061 Rural connectivity program for the northern GOM Highly successful Partly
and eastern zones successful
Guyana GY-L1036 Linden water supply rehabilitation program ESP Partly successful Partly
y pply prog y unsuccessful
Haiti HA-L1041 thural disaster mitigation program in ESp Partly successful Partly
priority watersheds | unsuccessful
Haiti HA-L1086 Emergency road. rehabilitation program in IRF Partly ) Partly
response to hurricane Sandy successful successful
. Partly
Jamaica JA-L1027 Road Improvement Program GOM Partly successful
unsuccessful
Nicaragua NI-L1053 Housmg and comprehensive habitat ESp Successfult Partly
improvement program successful
Pery PE-L1070 Water resources management ESp Partly ) Partly
modernization program successful successful
Suriname SU-L1036 Support tolthe institutional and operational PBRP Successful Partly
strengthening of the energy sector unsuccessful
Uruguay UR-X1007 Water program for small rural communities IGR Highly . Partly
successful successful
Venezuela VE-L1030 Support for rurgl and small town water ESp Partly . Unsuccessful
supply systems: Phase |l unsuccessful
Venezuela VE-L1031 Str_engthen national capacity for integrated ESp Partly Partly
solid waste management unsuccessful unsuccessful
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http://www.iadb.org/Document.cfm?id=40238825
https://www.iadb.org/Document.cfm?id=EZSHARE-173065376-3
https://www.iadb.org/Document.cfm?id=EZSHARE-173065376-3
https://www.iadb.org/Document.cfm?id=EZSHARE-810404527-9
https://www.iadb.org/Document.cfm?id=EZSHARE-861032299-19
https://www.iadb.org/Document.cfm?id=EZSHARE-861032299-19
http://www.iadb.org/Document.cfm?id=40069534
http://www.iadb.org/Document.cfm?id=40069534
https://www.iadb.org/Document.cfm?id=EZSHARE-100409039-11
https://www.iadb.org/Document.cfm?id=EZSHARE-388071584-5
https://www.iadb.org/Document.cfm?id=EZSHARE-388071584-5
http://www.iadb.org/Document.cfm?id=40804078
http://www.iadb.org/Document.cfm?id=40804078
https://www.iadb.org/Document.cfm?id=EZSHARE-38265909-6
https://www.iadb.org/Document.cfm?id=EZSHARE-38265909-6
https://www.iadb.org/Document.cfm?id=EZSHARE-589777301-30
https://www.iadb.org/Document.cfm?id=EZSHARE-501241060-23
https://www.iadb.org/Document.cfm?id=EZSHARE-501241060-23
https://www.iadb.org/Document.cfm?id=EZSHARE-900718876-21
https://www.iadb.org/Document.cfm?id=EZSHARE-900718876-21

Table B.2 Ratings of IDB Project Completion Reports, 2017 (continued)

. IDB
Country Number Name . Lending Management OVE rating
instrument .
rating
Innovation, Competitiveness, Institutions, Financial and Capital Markets
Belize BL-L1014  Community action for public safety ESP Highly . Partly
successful successful
Chile CH-L1061 $upport for thg establishment of an ESp Partly Partly
integrated foreign trade system unsuccessful unsuccessful
Colombia CO-11092 Strer_wqthen Fhe nat|on§| science, technology, PEM Partly . Partly
and innovation system: Phase | successful unsuccessful
Domlnl_can DR-L1116 Pro_gram to support competitiveness PBP + ESP Highly ) Unsuccessful
Republic policy I and Il Unsuccessful
Honduras HO-L1044 Support the_ 2012 population and housing ESp Partly ) Partly
census and integrated system of house successful unsuccessful
Jamaica JA-L1055 Fiscal structural programme PP Highly Partly
for economic growth lll successful successful
Mexico ME-L1161 Elrst program und.er the CCLIP for the ccLIP Highly Successful
financing productive development successful
. : i Highly
Mexico ME-L1189 Strenghthening the public finance program I PBP B Successful
successful
) Develop the national statistical system Partly
Paraguay PR-L1049 through the 2012 population and housing ESP unsuccessful Unsuccessful
i Third program under the CCLIP for the Highly Partly
Paraguay PR-11062 financing of the AFD CCLIP successful* unsuccessful
) Program to strengthen the Financial
Uruguay UR-L1052 Services Superintendency (SSF) TCR Successful Successful
Social Sector
. i Program to support the policy on improving Partly Partly
Argentina AR-L1108 equity in education (PROMEDU II) ESP successful successful
Argentina AR-L1118 Str_enqthemnq of policies on . ESP Successful Partly
childhood, adolescence, and family unsuccessful
Brazil BR-L1044 Health lmoplermzahon and ESP Successful* Successful
humanization program
Domlnl_can DR-L1079 Support for_health se;tor_and PBP Highly Partly
Republic social security consolidation Il successful successful
El Salvador ES-L1056 Ciudad Mujer ESP Successful* Partly
unsuccessful
Honduras HO-L1059 strengthen decentrahzed_maqagement ESP Successful* Successful
and supply of health services in Honduras
Honduras HO-L1071 Support to the social protection ESP Partly ; Partly successful
network program successful
‘|52 Inter-American Development Bank Group

Table B.2 Ratings of IDB Project Completion Reports, 2017 (continued)

. IDB
Country Number Name . Lending Management OVE rating
instrument ;
rating
Social Sector (continued)
Jamaica JA-L1069 Support for education ESp Highly ) Partly
sector reform |, II, and Il successful unsuccessful
Panama PN-L1068 Heal_th equity |mpro.vement and ESP Successful*  Partly successful
services strengthening program
Peru PE-L1154 RGSU|tS. mgnaqe_ment program PBP Partly Partly successful
for social inclusion Il successful
Suriname SU-L1019 _Second basic education ESP Partly Unsuccessful
improvement program (2nd BEIP) successful
i National strategy for children Partly
Uruguay UR-L1046 and adolescents (ENIA) support program ESP successful Partly successful

Note: PCR overall effectiveness scores range from 1to 6. A project is considered to be Highly successful if its score is equal to 6;

Successful if its score is equal to 5; Partly successful if its score is equal to 4; Partly unsuccessful if its score is equal to 3; Unsuc-

cessful if its score is equal to 2; and Highly unsuccesful if its score is equal to 1. CCLIP = Conditional Credit Line for Investment

Projects; ESP = Specific Investment Operation; GCR = Global Credit Operation; GOM = Global of Multiple Works Operation; IGR

= Investment Grant; IRF = Immediate Response Facility for Emergencies; OVE = Office of Evaluation and and Oversight; PBP =

Programmatic Policy Base Loan; PFM = Multi-Phase Lending Project.

*  To allow for cross-year comparisons, these projects have been reclassified according to their PCR ratings using the 2017

overall rating categories.
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idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=40785836
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=40851736
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=40851736
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-1054806900-3
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-1054806900-3
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-327070759-10
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-327070759-10
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=40725202
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=40725202
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=40365591
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=40365591
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-1638812328-18
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-1638812328-18
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=40785836
https://www.iadb.org/Document.cfm?id=EZSHARE-684820064-4
https://www.iadb.org/Document.cfm?id=EZSHARE-684820064-4
https://www.iadb.org/Document.cfm?id=EZSHARE-2060216935-15
https://www.iadb.org/Document.cfm?id=EZSHARE-2060216935-15
https://www.iadb.org/Document.cfm?id=EZSHARE-980992710-3
https://www.iadb.org/Document.cfm?id=EZSHARE-980992710-3
https://www.iadb.org/Document.cfm?id=EZSHARE-2049065003-18
https://www.iadb.org/Document.cfm?id=EZSHARE-2049065003-18
https://www.iadb.org/Document.cfm?id=EZSHARE-293604067-10
https://www.iadb.org/Document.cfm?id=EZSHARE-1924777365-9
https://www.iadb.org/Document.cfm?id=EZSHARE-1924777365-9
http://www.iadb.org/Document.cfm?id=40851736
http://www.iadb.org/Document.cfm?id=40851736
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-1054806900-3
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-1054806900-3
https://www.iadb.org/Document.cfm?id=EZSHARE-2060633209-15
https://www.iadb.org/Document.cfm?id=EZSHARE-2060633209-15
https://www.iadb.org/Document.cfm?id=EZSHARE-394633138-23
https://www.iadb.org/Document.cfm?id=EZSHARE-394633138-23
http://www.iadb.org/Document.cfm?id=EZSHARE-327070759-10
http://www.iadb.org/Document.cfm?id=EZSHARE-327070759-10
https://www.iadb.org/Document.cfm?id=EZSHARE-399652358-11
https://www.iadb.org/Document.cfm?id=EZSHARE-399652358-11
https://www.iadb.org/Document.cfm?id=EZSHARE-771715603-10
http://www.iadb.org/Document.cfm?id=40725202
http://www.iadb.org/Document.cfm?id=40725202
http://www.iadb.org/Document.cfm?id=40365591
http://www.iadb.org/Document.cfm?id=40365591
https://www.iadb.org/Document.cfm?id=EZSHARE-1086624145-5
https://www.iadb.org/Document.cfm?id=EZSHARE-1086624145-5
https://www.iadb.org/Document.cfm?id=EZSHARE-730947282-8
https://www.iadb.org/Document.cfm?id=EZSHARE-730947282-8
https://www.iadb.org/Document.cfm?id=EZSHARE-1023774763-15
https://www.iadb.org/Document.cfm?id=EZSHARE-1023774763-15
https://www.iadb.org/Document.cfm?id=EZSHARE-42516321-8
https://www.iadb.org/Document.cfm?id=EZSHARE-42516321-8
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-1638812328-18
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=EZSHARE-1638812328-18

Table C.1 Regional Context Indicators?

IDBG

com Iete cororate Indicator Baseline | Year  Progress | Year  Strategic Priorities®
Poverty headcount ratio (US $3.10 per day PPP) (%) 13.4 2013 13.4 2016 +1~
Results Framework Tables

Social Progress Index 71.0 2015 71.4 2017

X
I

Growth rate of GDP per person employed (%) 1.3 2013 -1.5 2017

Global Innovation Index (LAC average) 33.5 2014 31.7 2017

Research and development expenditure

.64 201 7 201
as a percentage of GDP (%) 0.6 0 070 015

Intraregional trade in goods (%) 16.0 2014 15.0 2016

Growth rate of the value of total exports
of goods and services (%)

Foreign direct investment net inflows

b D D B B B X Y|} I

as percentage of GDP (%) 5.7 2012 2.8 2016

(Gprg;;])house gas emissions (kg of CO, equivalent per $1 GDP 044 2012 0.42 2014

Proportion of terrestrial and marine areas protected (%) 13.3 2014 NA NA

Government effectiveness (average LAC percentile) 48.6 2013 46.7 2016 jory
Rule of law (average LAC percentile) 39.8 2013 39.7 2016 i

a. The specific country mix included in the progress values reported varies according to the data available for each indicator.

For more information and links to original data sources, visit the Regional Context page of the CRF website. External sources

include: Social Progress Imperative, World Development Indicators, Global Innovation Index, RICyT, World Resources Insti-
tute (CAIT Climate Data Explorer), UN Department of Economic and Social Affairs, and the World Bank. LAC = Latin America
and the Caribbean; NA = not applicable; PPP = purchasing power parity; RICyT = Red de Indicadores de Ciencia y Tecnologia
Iberoamericana e Interamericana. The World Development Indicators are produced by the World Bank.

b. The Update to the Institutional Strategy outlines a number of strategic priorities, organized into the following three challenges
and three cross-cutting issues: "‘T Social inclusion and equality; &7 Productivity and innovation; @ Economic integration; ==

Gender equality and diversity; @ Climate change and environmental sustainability. L Institutional capacity and the rule of law.

Note: In some cases, values may be updated over time to reflect revisions to the source data or adjustments to indicator defini-

tions to ensure consistency over time. Please refer to the for the latest data as well as information on how each

indicator is calculated.
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Table C.2 Country Development Results Indicators: Outputs and Immediate Outcomes?

Indicator I_DBG_ - Results Expected Results Statuse
Strategic Priorities® 2016-2017 2016-2019
15 fnaning (sl tos Co, equvaenty ~® B4ses7s 8000000 @
Students benefited by education projects (#) +’|\ M= 6,207,310 15,790,000
Beneficiaries receiving health services (#) +H= 9,445,663 38,000,000 Q
Beneficiaries of targeted anti-poverty programs (#) -I-’[‘ = 8,315,666 8,000,000 O
e e 4@ was a0
Households benefitting from housing solutions (#) -I-’|‘= 266,462 850,000 o
Beneficiaries of on-the-job training programs (#) -I-'i‘ N= 543,603 875,000 o
Jobs created by supported firms (#) Nz = 174,896 140,000 O
Women beneficiaries of economic = 627,094 1300,000 o

empowerment initiatives (#)

Table C.2 Country Development Results Indicators: Outputs and Immediate Outcomes (continued)

Data reported for the Country Development Results Indicators relies on the monitoring processes and tools described in
Chapter 3, including the PMR for IDB operations, the DELTA for IDB Invest operations, and the PSR/PSU for MIF operations.
For most indicators, data is provided by executing agencies and clients with subsequent validation by IDBG project teams.
In cases where precise data is not available, total figures may be estimates. For more information, visit the Country Develop-

ment Results page of the CRF website.

The UIS outlines a number of strategic priorities, organized into the following three challenges and three cross-cutting issues:
""i‘ Social inclusion and equality; ' Productivity and innovation; % Economic integration; == Gender equality and diversity;
@ Climate change and environmental sustainability; ﬁ Institutional capacity and the rule of law.

Each indicator for which expected results have been established has been categorized into one of the following four statuses

based on the Traffic Light Methodology: O Achieved, O On Track, Moderate Progress, @ Off Track.

While the indicator “Reduction of emissions with support of IDBG financing” is an intermediate outcome, it is included in

Table C.2 because the CRF includes Expected Results 2016-2019 for this indicator.

‘|56 Inter-American Development Bank Group

Indicator IDBG Results Expected Results Statusc
Strategic Priorities® 2016-2017 2016-2019

Micro, small, and medium enterprises financed (#) +’|\ N= 967,284 3,400,000 @
Micro, small, and medium enterprises . .
provided with non-financial support (#) @&~ = 183,890 260,000 o
Households with new or upgraded .
access to drinking water (#) ""i‘»’@— 634,346 950,000 (o)
Households with new or upgraded access to . _
sanitation () H7P= 662,512 1,300,000 (o)
Installed power generation capacity . 0
from renewable sources (%) ~ @ 100% 80% o
Roads built or upgraded (km) M%: 4,181 6,300 o
Professionals from public and private sectors
trained or assisted in economic integration (#) ~ % 62,256 40,000 Q
Regional, sub-regional and extra-regional integration =

L T 37 28 Q
agreements and cooperation initiatives supported (#) _—
Subnational governments benefited .
by citizen security projects (#) HM=m 470 52 0
Government agencies benefited by projects that -I-'[* M %
strengthen technological and managerial tools to 123 150 o

_—
improve public service delivery (#) @ =
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Table C.3 Country Development Results Indicators: Intermediate Outcomes?®

Indicator Baseline | Year Progress | Year
Countries in the region with improved learning Math: 25% 2012 Math: 50% 2015
outcomes according to PISA (Math/Reading)® Reading: 62.5% Reading: 50%
Maternal mortality ratio (number of
maternal deaths per 100,000 live births) 722013 67 2015
Property value within project area of influence (% change) NA NA NA NA
Public agencies’ processing times of
international trade of goods and services (% change) NA— NA NA - NA
Formal employment of women (%) 45.2 2011-2014 42.6 2015
Percent of GDP collected in taxes (%) 18.0 2014 22,1 2016
a. For more information, visit the Country Development Results page of the CRF website.

b. PISA = Programme for International Student Assessment.
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Table C.4 IDB Group Performance Indicators?

Progress | Target

. . . )
Indicator Institution Baseline | Year 2017 | 2019 Status
Partners satisfied with IDBG .
development solutions (%) IDBG 74 2015 79° 85

o

§ Lending to small and vulnerable IDB 37 2014 34 35 o

- 1 0,

2 countries (%) IDB Invest 37 2016 23 40 [x)

o

4

o Operations meeting target DB 83 2014 92 87 o

H H 0,
preparation time (%) IDB Invest NA NA NA TBD i
> Partners satisfied with IDBG . )

T use of multi sector approach (%) DB 92 2015 89° TBD

[}

§ IDBG loan operations

% with multidisciplinary IDB 54 2014 58 Monitor =

= team compositions (%)

Active operations with satisfactory IDB 69 2014 82 75 o
performance classification (%)
IDB Invest NA NA 64¢ 75

" Operations with satisfactory IDB 78 2014 54° 80 Q

w 1 0,

3 development results at completion (%) DB Invest 66 2016 58° 80 @

()]

>

'*é Operatignslwith high en\{ironmental DB 88 2014 80 90 e

& and social risks rated satisfactory

L“ in the implementation of mitigation
measures (%) IDB Invest 91 2016 92 90 (o)
Mid- and senior-level staff who are IDB and MIF 37 2014 37 43 @
women (%)

IDB Invest 27 2016 28 35 (X

For more information, visit the IDBG Performance page of the CRF website. NA = not available; TBD = to be determined; B =

billion; M = million; NSG = non-sovereign-guaranteed; TC = technical cooperation.
Each indicator for which a target has been established has been categorized into one of the following three statuses based
on the Traffic Light Methodology: O On Track, On Watch, @ Off Track.

Data reflects External Feedback System data for 2016 as these surveys are currently undergoing adjustments.

Projects in supervision are classified as satisfactory, alert, or problem. Being on “alert” does not mean that projects are at
high risk of not achieving their development goals at maturity, but rather signals the need for additional support to help proj-
ects meet their expected objectives. See Chapter 3 for more details.

The percentage of projects with satisfactory development results at completion in 2017 is based on the validation by the Of-
fice of Evaluation and Oversight. Reporting for 2016 was based on Management’s assessment, which yielded a value of 88
percent for IDB operations and 66 percent for IDB Invest operations. See Chapter 3 for a deeper look at the achievement of

results in completed projects and the differences between Management’s and OVE’s assessments.
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Table C.4 IDBG Performance Indicators (continued)

Indicator

Leverage and Efficincy

Partnerships

Knowledge
and Innovation

Strategic Alignement

Cost-to-income ratio (%)

Cost-to-development-related-assets
ratio (%)

Mobilization volume by NSG financed
projects / companies ($)

Partners satisfied with IDBG’s ability
to convene other partners (%)

Partners that consider IDBG
solutions to be innovative (%)

Total IDBG blog readership (#)

Average visits to IDBG
publications (#)

New approvals aligned with at least
one challenge or cross-cutting issue
of the Update to the Institutional
Strategy (% of lending and TC volume)

Social inclusion and equality
Productivity and innovation
Economic integration

Gender equality and diversity

Climate change and
environmental sustainability

Institutional capacity
and rule of law

Institution

IDB

IDB Invest

IDB

IDB Invest

IDB Invest

IDBG

IDBG

IDBG

IDBG

IDBG

IDBG
IDBG
IDBG
IDBG

IDBG

IDBG

Baseline

40.3

44.7

0.84

1.0

8.9B

72

81

21M

139

99.4

47
56
22
17

32

36

Year

2014

2016

2014

2016

2012-
2014

2015

2015

2014

2014

2016

2016
2016
2016
2016

2016

2016

Progress
2017

37.1

46.2
0.81

1.3f

5.7 B¢

66¢

80¢

3.2M

372

99.8

43
65
3
12

45

40

Target

b
2019 Status

40

TBD
0.80

TBD -

21.3B" (%]

42M

230

NA -

NA
NA
NA
NA

NA

NA

f.  The denominator for IDB Invest’s cost-to-development-related-assets includes the IDB NSG portfolio since IDB Invest’s ad-

ministrative expenses include costs associated with the origination of new operations for the IDB, and the management of its

existing portfolio as per the terms of the capitalization scheme, cross-booking arrangements, and service level agreements

between the IDB and IDB Invest.

g. Mobilization data reported for 2017 reflects cumulative progress 2016-2017.
The target of 21.3 B is a cumulative target for 2016-2019.
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