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Abbreviations

	 ASA	 advisory services and analytics

	 CPSD	 Country Private Sector Diagnostic

	 DPO	 development policy operation

	 EU	 European Union

	 FY	 fiscal year

	 GP	 Global Practice

	 IEG	 Independent Evaluation Group

	 IFC	 International Finance Corporation

	 M&E	 monitoring and evaluation

	MCPAT	 Markets and Competition Policy Assessment Tool

	 MFD	 Maximizing Finance for Development

	 MIGA	 Multilateral Investment Guarantee Agency

	 PFM	 public financial management

	 PPP	 public-private partnership

	 PRSC	 Poverty Reduction Support Credit

	 SOE	 state-owned enterprise

	 SOFI	 state-owned financial institution

All dollar amounts are US dollars unless otherwise indicated.



vi
	

S
ta

te
 Y

o
u

r B
u

si
ne

ss
!  

A
ck

no
w

le
d

g
m

en
ts

Acknowledgments

Andrew Stone, adviser to the director, led this evaluation for the Indepen-
dent Evaluation Group Financial, Private Sector, and Sustainable Develop-
ment Department, under the guidance of José Carbajo (director), Marialisa 
Motta (manager from February 2020 onward), and Stoyan Tenev (senior 
manager). Contributors include Nadia Asgaraly, Ozlem Onerci, Nadia Ra-
mirez, Santiago Rodriguez, and Aurora Siy. Nadia Asgaraly (corporate go-
vernance and extractive industries), Thorsten Beck (state-owned financial 
institutions), John Nellis (privatization, and also adviser to the overall 
evaluation), and Richard Schlirf Rapti (power sector state-owned enterpri-
se reforms) contributed issue notes or deep dives. Amitava Banerjee, José 
Carbajo, Wasiq Ismail, Riad al Khouri, Ozlem Onerci, Santiago Rodriguez, 
Andrew Stone, and Izlem Yenice authored the country case studies. Tesfaye 
Alemu Abebe, Ozlem Onerci, and Aline Weng authored desk-based case 
studies. Victor Malca, Anqing Shi, and Xuetong Wang provided important 
inputs. Jacqueline Andrieu, Stefan Apfalter, and Anjali Kumar contributed to 
the approach paper and early phase of the evaluation. Danni Li conducted 
a structured literature review with guidance from Ozlem Onerci, who also 
led authorship of several appendixes. Aurora Medina Siy prepared input on 
the Multilateral Investment Guarantee Agency. Victoria Alexeeva and Kavi-
ta Mathur prepared an Independent Evaluation Group synthesis on utility 
reform in the power and water sectors. Emelda Cudilla provided adminis-
trative support and formatted the report. Helpful comments and guidance 
were received from our three peer reviewers—Robert Cull, Patrick Heller, 
and William Mako—and from our methods team, including Qihui Chen 
(econometrics) and Jozef Vaessen. The team thanks key counterparts in the 
World Bank, International Finance Corporation, and Multilateral Investment 
Guarantee Agency. We particularly thank Alexandre Arrobio, Pietro Calice, 
Omar Choudry, Daniel Goldblum, Eva Guttierez, Mona Haddad, Sunita Kikeri, 
and Martha Licetti, and several other World Bank Group staff for important 
interactions at multiple stages of this evaluation’s preparation. However, the 
Bank Group staff bear no responsibility for this evaluation’s content.



vi
i	

In
d

e
p

e
nd

e
nt

 E
va

lu
at

io
n 

G
ro

u
p

 
W

o
rld

 B
an

k 
G

ro
up

Overview

State-Owned Enterprise Challenges and 
World Bank Group Reforms

Purpose and Scope

This evaluation assesses the contribution of the World Bank Group’s three 
main institutions (World Bank, International Finance Corporation [IFC], 
and Multilateral Investment Guarantee Agency [MIGA]) to enhancing de-
velopment outcomes through their support of state-owned enterprise (SOE) 
reform during fiscal years (FY)08–18. It looks at what works and what does 
not, the effectiveness of its various approaches, factors that explain success 
and failure, and the strengths and weaknesses of the Bank Group approach. 
It parallels efforts in the Bank Group to develop support to SOE reform that 
is more integrated and to empower staff with new frameworks and tools to 
address SOE challenges in client countries. To allow for an in-depth analysis, 
the evaluation’s scope focuses on two key sectors in developing economies 
where SOEs tend to play a substantial role: the financial sector and the ener-
gy sector.

SOEs play a major role in many developing and emerging economies, where 
governments use them to achieve economic, social, and political objec-
tives: to deliver and extend access to services, fill gaps in markets, devel-
op key sectors or regions, and provide employment. As of late 2020, SOEs 
accounted for 71 percent of the Morgan Stanley Capital International (MSCI) 
Emerging Market Index in utilities, 56 percent in energy, and 39 percent 
in the financial sector. Although state ownership in commercial banks had 
declined globally, SOEs often retain a dominant role in banking in emerg-
ing markets, such as China and India. For example, India relied primarily on 
state-owned financial institutions to implement its Jan Dhan Yojana pro-
gram, under which more than 300 million basic accounts were opened in less 
than four years (2014–18). In Kenya, the Kenya Power and Lighting Company 
was the main vehicle for the government’s drive for universal electricity ac-
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cess, achieving more than 1 million new connections a year. Some SOEs have 
been run well, and they have made important contributions to economies. 
Singapore used SOEs successfully to drive development and industrialization 
after its independence in 1965, with effective efforts in diverse fields, includ-
ing shipbuilding, oil refining and petrochemicals, and development finance. As 
highlighted by the coronavirus crisis, SOEs can be a useful vehicle for govern-
ments to channel resources to adversely affected firms and households (for 
example, through bank loans or power utility payment suspension).

However, SOEs’ mixed institutional mandates and their political importance 
often pose performance and governance challenges. SOEs may reflect the de-
sire of the state or political groups to exert political influence over economic 
outcomes and resource allocation. SOEs may be asked to carry out financially 
unsustainable functions alongside commercial ones. They may experience 
political interference or competing mandates, which may reduce their trans-
parency and accountability and make their oversight and regulation difficult, 
thus complicating their reform efforts. Although many SOEs are run well, 
many suffer from low productivity and efficiency, which have a detrimental 
impact on growth and consumer access to services. Poor financial perfor-
mance and management practices can generate substantial public fiscal 
losses (or contingent liabilities). SOEs can also impose barriers to private 
participation in sectors where their dominant presence enables anticompeti-
tive behavior, often with government protection or subsidy.

Where, Why, and How the Bank Group  
Supports SOE Reforms

From FY08 through FY18, the Bank Group implemented 1,008 projects with 
2,185 components (interventions) that supported the reform of SOEs in the 
financial and energy sectors, with an estimated combined value of $71.5 bil-
lion in financing (table O.1). This involved financial, technical, analytic, 
and advisory support for both policy and institutional reforms (upstream) 
and enterprise-level activities (downstream). Upstream (policy and institu-
tional) support was more frequent in upper-middle-income countries, and 
support for lower-middle-income countries focused more on downstream 
(enterprise-level) reforms. World Bank lending predominated, constituting 
more than 90 percent of the Bank Group SOE reform portfolio’s value in the 
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energy and finance sectors (table O.1). IFC investment and MIGA guarantees, 
making up 9 percent of Bank Group commitments, are oriented primarily 
toward SOEs’ enterprise-level business and operational aspects. IFC advisory 
engages both upstream and downstream. MIGA is primarily engaged in the 
power sector.

Table O.1. Projects and Commitments by Institution

Institution

Projects 

Approved 

FY08–18

(no.)

Share of 

Projects 

(%)

SOE Reform 

est. Volume

($, millions)

Share of 

Volume 

(%)
World Bank lending 285 28 64,832 90.6

IFC IS 61 6 3,765 5.3

IFC AS 59 6 51 0.1

MIGA 17 2 2,788 3.9

World Bank ASA 587 58 104 0.1

Total 1,008 100 71,540 100

Source: Independent Evaluation Group portfolio review and analysis.

Note: All projects and commitments approved between FY08 and FY18 are projected to the population 

based on sample size. Advisory services and analytics projects and expenditures are also projected 

to the population. ASA = advisory services and analytics; FY = fiscal year; IFC AS = International Finance 

Corporation advisory services; IFC IS = International Finance Corporation investment services; MIGA = 

Multilateral Investment Guarantee Agency; SOE = state-owned enterprise.

The Independent Evaluation Group (IEG) identified relevant SOE adviso-
ry services and analytics reform support activities in 142 countries and all 
other Bank Group SOE reform support in 119 countries. In IEG’s sample, 
Sub-Saharan Africa was the Region with the highest number of financing 
projects approved (114), but East Asia and Pacific had a higher average per 
country (5.3). Bank Group support to reform SOEs has been relatively more 
focused on lower-middle-income countries (46 percent, excluding advisory 
services and analytics) and low-income countries (29 percent), followed by 
upper-middle-income countries (23 percent).

This evaluation reviewed these projects, focusing on five major types of SOE 
reforms (figure O.1):
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	» Corporate governance improvements, which aim to enhance the transpar-

ency and accountability of SOEs, including by separating SOEs’ ownership 

and management and improving corporate disclosure (the timely release of 

accurate financial and business information).

	» Business and operation reforms at the enterprise level, which aim to 

improve performance and service delivery, including through enhancement 

of physical infrastructure, human resource management, product quality, 

operational efficiency, and organizational structure.

	» Strengthening competition and regulation in SOE markets, which aims 

to foster a level playing field among SOEs and private companies and allow 

private entry under equitable rules. Regulatory reforms compose the majority 

in this area.

	» Privatization and other ownership reform, which aims to improve SOE 

performance by allowing or introducing private ownership of all or some SOE 

activities. It includes privatization and measures to increase the role of the 

private sector through public-private partnerships (PPPs) and other means.

	» Macrofiscal, and public financial management reforms, which aim to limit 

SOEs’ possible negative impact on fiscal soundness or stability through subsi-

dy reforms for and improved debt management of SOEs.

Over time, emphasis on corporate governance and business and operations 
has remained relatively high, as has work on strengthening sector regulation 
and competition, but there has been a low and declining emphasis on pri-
vatization. Corporate governance, business and operations, and competition 
and regulation represent more than 75 percent of the Bank Group portfolio 
in the evaluation period. Bank Group activity in the macrofiscal, and public 
financial management areas focusing explicitly on SOEs has remained low 
(figure O.1). However, the portfolio review is likely to underestimate the lev-
el of activity in the macrofiscal, and public financial management areas be-
cause much of this work influences SOEs as publicly financed entities with-
out necessarily identifying them as an objective. Privatization represents a 
small and declining share of the portfolio (at less than 6 percent throughout 
the evaluation period), even though interviews suggest that after a period of 
client disinterest and political sensitivity, demand for privatization support 



xi
	

In
d

e
p

e
nd

e
nt

 E
va

lu
at

io
n 

G
ro

u
p

 
W

o
rld

 B
an

k 
G

ro
up

has been growing. Even though privatization (and PPPs) is not part of the 
Equitable Growth, Finance, and Institutions’ new Integrated SOE Framework 
(intended to provide holistic guidance on SOE reform), the evaluation iden-
tified a gap between the high incidence of recommendations on privatization 
and ownership reform in various Bank Group diagnostic work (for example, 
Financial Sector Assessment Programs, sector work on energy, and Country 
Private Sector Diagnostic [CPSDs]) and the low incidence of these topics in 
the lending portfolio. The Bank Group’s FY18 corporate strategic statement 
on Maximizing Finance for Development (MFD) and the embedded Cascade 
approach state a preference for reliance on private finance and private sector 
solutions and financing, which could provide the framework for future Bank 
Group work on SOE privatization and ownership reforms.

Figure O.1. �World Bank Group SOE Reform Support by Type, FY08–18  

(no ASA)

Source: Independent Evaluation Group portfolio review and analysis. 

Note: The figure shows that 217 interventions supported SOEs’ corporate governance reform; 210 sup-

ported business and operation reform; 236 sought to improve competition and regulation (of which 126 

supported regulation); 167 supported SOE ownership reforms (of which 49 supported privatization); and 

40 supported macrofiscal policy, public financial management, and debt. ASA = advisory services and 

analytics; FY = fiscal year; PFM = public financial management; SOE = state-owned enterprise.

0

5

10

15

20

25

30

35

40

Business and operations

Competition and regulation

PFM and fiscal policy

Corporate governance 

SOE ownership

20182017201620152014201320122011201020092008

Approval fiscal year

N
u

m
b

e
r o

f i
nt

e
rv

e
nt

io
ns

 p
e

r y
e

ar



xi
i	

W
o

rl
d

’s
 B

an
k:

 A
n 

E
va

lu
at

io
n 

o
f t

he
 W

o
rl

d
 B

an
k 

G
ro

u
p

’s
 G

lo
b

al
 C

o
nv

e
ni

ng
  

O
ve

rv
ie

w

Effectiveness of Bank Group Support  
to SOE Reforms

Portfolio Performance and Literature

On average, the SOE reform portfolio in the financial and energy sectors 
met the World Bank and IFC corporate targets for project success. Overall, 
World Bank lending achieved a success rate of 78 percent against a target of 
75 percent. Development policy lending achieved a success rate of 85 per-
cent versus the investment project finance’s success rate of 67 percent, but 
the two instruments focused on tackling different SOE reform challenges. 
Policy lending was more focused upstream, seeking to improve public fi-
nances; accountability, transparency, and oversight; or sector competition 
and productivity. Investment lending was more focused downstream, aiming 
to strengthen enterprise operational and financial performance as well as 
service delivery and quality. IFC achieved a success rate of 73 percent for 
investment services and 56 percent for advisory services against an overall 
target of 65 percent. Two evaluated MIGA guarantees both achieved their 
outcomes. Across reform types, evaluated privatization and corporate gover-
nance reforms showed the highest success rates. In the financial sector, the 
Bank Group overall engages far more with state-owned commercial banks 
than with state-owned development banks. The success rate for develop-
ment bank SOE reform interventions (77 percent) exceeded that for commer-
cial bank interventions (69 percent). In the power sector, SOE reforms in the 
transmission and distribution subsectors were the most effective, followed 
by power generation. SOE reform interventions dealing with extractive in-
dustries (petroleum, gas, and mining) were successful only half the time.

IEG’s in-depth literature reviews yield evidence of SOE reform success in 
three of the five reform types: privatization, corporate governance reform, 
and competition. The literature consistently finds superior performance of 
private and privatized companies over public ones in both the energy and 
financial sectors and has especially negative findings about state-owned 
commercial banks. Rigorous national studies also yield evidence of the 
benefits of corporate governance reform for SOEs. There is strong evidence 
that competition improves SOE performance in both the power and financial 
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sectors and augments the effectiveness of both privatization and regulatory 
reforms. The World Bank is aware of these benefits through the competitive 
neutrality framework it applies analytically. IFC also has a policy to focus fi-
nancing on SOEs where there is a level playing field for private competition. 
MIGA’s policy is different.

The Bank Group recognizes the importance of competition and competitive 
neutrality, but analytics on competition have been limited, as has been the 
application of competitive neutrality in IFC projects. The Markets and Com-
petition Policy Assessment Tool, which is the Bank Group’s main diagnostic 
on competition, has been applied to only nine countries and one subregion 
during the evaluation period. In addition, only a small number of CPSDs to 
date have deployed the tool’s framework. IFC policies demand verification 
that a level playing field for competition exists before engaging with an SOE, 
but attention to competitive neutrality in project documentation is weak and 
uneven. MIGA policy emphasizes competitive conditions much less than IFC 
policy does.

Factors of Success and Failure

One country characteristic and several project factors are predictive of SOE 
reform intervention success. Some factors are within the Bank Group’s 
control, and some are outside of it. Econometric analysis of evaluated proj-
ects confirmed the country characteristic and the project factors (originally 
emerging from IEG case studies, portfolio review, and the economic litera-
ture) as significantly predictive of success.

Control of corruption is a country characteristic strongly associated with 
SOE reform success. Other things being equal, a country with high control 
of corruption is more than twice as likely to see SOE reform interventions 
succeed as one with low control of corruption. In conditions of low control of 
corruption, all five major types of SOE reform are less likely to succeed, and 
it is more difficult to strengthen the governance, regulation, or performance 
of public enterprises. Overall, 26 percent of the SOE reform portfolio is in 
countries with low control of corruption.

The marginal effect of weak control of corruption is large, but in practice 
several factors mitigate its negative influence on SOE reform success, includ-
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ing selectivity for clients that display commitment, stronger supervision, and 
good project design and sequencing. In the evaluated portfolio, the success 
rate for countries with low control of corruption is about 67 percent, but it 
is 76 percent for those with high control of corruption. The contrast is more 
striking in low- and lower-middle-income countries—a 67 percent success 
rate where there is low control of corruption and an 85 percent success rate 
where control of corruption is high.

Five project factors not directly controlled by the Bank Group (though po-
tentially influenced by it) are strongly associated with the success of SOE 
reform interventions:

	» Client commitment to the reforms and reform activities. This underpinned 

success in multiple countries, including sustained power sector reforms moti-

vated by government commitment to improving electricity supply and access.

	» Coordination among donors and other stakeholders. This generally contrib-

utes to effectiveness, but it can be difficult to sustain. It can allow donors to 

work in complementary support of reform, leveraging one another’s resourc-

es and influence.

	» Client institutional capacity and coordination. High institutional capacity 

often appeared as a factor of success, but weak coordination among client 

agencies hindered several reforms.

	» Political economy. This can work for or against reforms, but vested interests 

often frustrate them. Political economy factors influencing projects included 

shifts in commitment arising from political considerations, opposition from 

vested interests, and a variety of political difficulties caused by electoral cy-

cles and regime change.

	» External shocks. Whether natural or human made, these can create opportu-

nity by compelling action, but they can also disrupt reform progress.

Four other project-level factors that the Bank Group controls directly are 
strongly associated with successful SOE reform interventions:

	» Project design, including appropriate choice of instrument, adaptation to 

local conditions, and simplicity (versus complexity).
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	» Supervision, including having in-country expertise during project implemen-

tation (especially for investment projects).

	» A strong results framework with active monitoring and evaluation.

	» Sequencing and complementarity of interventions, including the link of ac-

tivities to prior analytic work and internal collaboration.

The evaluation found that collaboration among Bank Group institutions, 
though relatively rare, can provide complementary support that aids SOE 
reform success through both diagnostics and operations. Sequential analyt-
ical and operational engagements built institutional and physical capacity, 
and the trust of underlying relationships carried reform momentum through 
difficult periods. Engagements that were more comprehensive involved both 
sequencing and complementarity of multiple interventions. For example, the 
CPSDs produced jointly by IFC and the World Bank consistently address SOE 
reform and feed into Systematic Country Diagnostics and Country Partner-
ship Frameworks. Institutional collaboration to mobilize private financing is 
a key expectation raised in the MFD agenda and the Cascade approach, but 
neither approach spells out its implications (nor do sector strategies) regard-
ing how Bank Group institutions can work together to support SOE reform. 
Although rare, experiences in several countries show the operational prom-
ise of applying a Cascade approach in power generation. However, collabo-
ration requires a balancing of benefits and costs. Recent IEG work suggests 
that such collaboration works best when the roles, division of labor, and 
responsibilities among the different Bank Group institutions and respective 
project teams are clear (World Bank, 2017f).

Recommendations to Address Outstanding 
Challenges in SOE Reform
The Bank Group can build on successful features of SOE reform in the financial 
and energy sectors by enhancing selectivity and mitigation of risk factors and 
by applying the MFD and its embedded Cascade approach to SOE reform.

Enhancing selectivity by addressing corruption and competition. The 
evaluative evidence indicates that better SOE reform outcomes occur in the 
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context of better control of corruption at the country level and competitive 
conditions at the sector and enterprise level. Both can be incorporated into ap-
proaches to selectivity and mitigation of risks when planning for SOE reforms.

Although the Bank Group SOE reform portfolio is concentrated in countries 
with stronger control of corruption, where reform is more likely to succeed, a 
substantial minority (26 percent) of interventions are in countries with weak 
control of corruption, where all types of SOE reform support are less likely 
to succeed. Regarding competitive conditions, the Bank Group recognizes 
the importance of competition and competitive neutrality principles, but it 
has not addressed these issues systematically enough and at scale through 
diagnostic or project work.

Recommendation 1: The World Bank Group should apply a selectivity 
framework for SOE reform support that considers country governance 
conditions, control of corruption, and sector and enterprise-level 
competition. First, the Bank Group should adopt a more selective approach 
toward SOE engagement in countries with weak control of corruption, giving 
full attention to internal and external factors of success. Findings suggest 
that the Bank Group could ramp up engagement with clients where success 
is more likely. In conditions of weak control of corruption, one option would 
be to engage first in addressing overall governance quality before attempting 
SOE reform. Where disengagement on SOE reform is not possible or desir-
able, close attention is needed to the factors that may mitigate corruption’s 
negative influence on SOE reform success, including selectivity toward 
clients who display commitment, stronger supervision, good (and simple) 
project design, and sequencing of activities. Next, the Bank Group should 
gear up capacity to conduct competition analysis at both the sector and proj-
ect levels. The importance of competitive neutrality, especially considering 
IFC and (to a far lesser extent) MIGA policy requirements, indicates a need 
to ramp up project-level analysis by carrying out competition assessment 
systematically and by applying substantial up-front analytic capability to 
project-specific work on competitive neutrality. This would allow for greater 
selectivity toward competitive conditions that enhance SOE performance 
and for establishing up-front mitigating measures if competitive conditions 
were not conducive to success.
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Improving Internal Coordination and Support Options by 
Applying MFD to SOE Reform

This evaluation generally finds positive experiences when the Bank Group 
collaborates internally on SOE reform. Institutional collaboration to mobi-
lize private financing and capabilities is a key expectation of the MFD agen-
da and the Cascade approach. However, at the corporate level, there is room 
to spell out the implications of MFD and the Cascade approach for SOE re-
form and to ensure that the new Integrated SOE Framework diagnostic treats 
privatization and PPPs as part of a comprehensive Bank Group approach.

Recommendation 2: The World Bank Group should apply the MFD and 
its embedded Cascade approach for SOE reform. This would enhance 
internal coordination and mobilize private financing and capacity, 
especially for ownership reforms. First, the Bank Group should further de-
velop and harmonize its diagnostic frameworks applied to SOE reform. This 
requires developing shared framing tools such as an Integrated SOE Frame-
work and CPSD modules treating private sector options, including privatiza-
tion and PPPs, for addressing SOE performance challenges. Second, the Bank 
Group could apply the Cascade approach in offering clients options for SOE 
reform that mobilize private financing and capacity through privatization 
and ownership reform. Along with recommendation 1, given appropriate 
country and sector conditions, there is greater room to apply the Cascade 
approach through a greater degree of and more routine World Bank, IFC, and 
MIGA coordination that builds on their respective comparative advantages. 
This can be piloted as a sequential process, with upstream interventions fo-
cusing on any needed policy and regulatory reforms to create a level playing 
field for private entry and investment, combined with downstream use of 
Bank Group instruments to catalyze and mobilize private financing. With 
careful monitoring and evaluation, such a pilot could inform future efforts to 
realize the Cascade more fully as a systematic approach to SOE reform.
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Management Response

Management of the World Bank Group institutions would like to thank the In-
dependent Evaluation Group (IEG) for its report, State Your Business! An Eval-
uation of World Bank Group Support to the Reform of State-Owned Enterprises, 
FY08–18. Management is pleased to note that IEG’s findings suggest that, on 
average, the evaluated portfolio met World Bank and International Finance 
Corporation (IFC) targets for project success, and welcomes the suggestion 
that efforts continue to be made to improve development effectiveness.

World Bank Management Response
Management notes with satisfaction that World Bank lending, which accounts 
for more than 90 percent of the evaluated state-owned enterprise (SOE) 
reform portfolio volume, achieved a success rate of 78 percent, surpassing the 
target of 75 percent. Factors explaining the success of SOE reform, including 
both internal variables and external variables beyond World Bank control, 
resonate well with management. This is particularly true for the conclusion 
that “design quality and client commitment are frequently identified as suc-
cess factors across all five types of SOE reform support, although the frequen-
cy of other factors varies by area” (see page 37). Over the years, successive 
management self-assessments have recognized the influence of these vari-
ables in project success, independent of country type and sector.

Management agrees with the report’s recommendation to enhance selectivity 
by more systematically addressing corruption and competition and is already 
working in that direction. The report shows that only 26 percent of activities 
are implemented in environments with low control of corruption, suggesting 
already strong selectivity. Enhanced selectivity should therefore help prior-
itize the type of support to SOE reform that is better tailored to a particular 
intervention in the country context rather than excluding countries. Such 
support should be accompanied, as suggested by the report, by management’s 
sustained attention to all factors that mitigate corruption’s negative influ-
ence on SOE, particularly those within the World Bank’s immediate influence, 
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such as putting a premium on client commitment, stronger supervision, good 
project design, and sequencing of activities. These considerations are already 
part of the Systematic Country Diagnostic and the prioritization that takes 
place during Country Partnership Framework design. This is proven by the 
fact that the World Bank has achieved, as stated in the report, a success rate 
of 67 percent even in countries with low control of corruption.

Nonetheless, management recognizes that sustained efforts are needed to 
ensure a more even application of the selectivity framework.

Management agrees that applying the Bank Group’s fiscal year (FY)18 corpo-
rate strategic statement on Maximizing Finance for Development (MFD) and 
its embedded Cascade approach for SOE reform can help realize private sector 
solutions, in the right country context. Management notes that although the 
MFD approach requires creating an environment where private participants 
can invest through activities that focus, for example, on establishing suitable 
regulation, a level playing field, or limited public guarantees, it does not in all 
cases require privatization and ownership reforms. For example, SOEs such as 
development banks can be used to mobilize private sector finance for devel-
opment through syndicated lending and risk-sharing facilities. In this case 
applying the Cascade approach could imply expanding the role of certain SOEs 
rather than privatizing them in countries where governance and competition 
frameworks are supportive of effective SOE performance.

Management shares the view that, as it consolidates the application of the 
Cascade approach (which has only been in place for about two years), en-
hanced Bank Group coordination is desirable. This collaboration can help 
better to harmonize diagnostic tools, such as the Integrated SOE Framework 
(developed in 2019 and now being piloted), the Markets and Competition 
Policy Assessment Tool (in used since 2016), and the Infrastructure Assess-
ment Program (discussed in the next paragraph). Nonetheless, management 
believes that the report’s conclusion that collaboration among Bank Group 
institutions is rare could be misleading. This inference seems to be driven by 
overfocusing on the World Bank’s lending projects. A great deal of the World 
Bank’s contribution to the Cascade approach consists of upstream analyt-
ic work and policy dialogue, whereas IFC and the Multilateral Investment 
Guarantee Agency (MIGA) work mostly on downstream privatization or busi-
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ness operations. Hence, the report’s comment about reinforced collaboration 
refers mostly to a subset of country engagements.

Given the report’s emphasis on analytical tools relevant to SOE reform, 
management regrets that the Infrastructure Assessment Program has not 
been discussed but understands why this is so, given its relative newness. A 
first generation of assessments have now been completed in about a dozen 
countries, including Bangladesh, the Arab Republic of Egypt, Indonesia, Jor-
dan, Mongolia, Myanmar, Nepal, Romania, Sri Lanka, and Vietnam. Manage-
ment is currently piloting a version 2.0 to enhance the program by creating 
a more comprehensive infrastructure diagnostic while still incorporating the 
important issue of bottlenecks for private infrastructure finance, including 
public-private partnerships.

IFC Management Response
IFC management welcomes the IEG  evaluation of Bank Group support to the 
reform of state-owned enterprises in FY08–18. The evaluation focused on 
the financial and energy sectors and provided a comprehensive assessment 
of the manner in which from FY08 to FY18 the International Bank for Recon-
struction and Development, MIGA, and IFC contributed to enhancing devel-
opment outcomes through their support of the reform of SOEs. IFC manage-
ment would like to recognize the quality of the analysis in the evaluation 
and the highly collaborative approach taken by the IEG team overall to make 
this review comprehensive and constructive. The evaluation used an exten-
sive set of information and data; combining, analyzing and synthesizing in-
formation on SOEs across investment and advisory programs. The evaluation 
also  provided useful insights on the effectiveness of various approaches, 
their success factors, strengths, and weaknesses. The evaluation contributes 
in many respects to Bank Group efforts to develop more integrated support 
to SOE reform.

Main Comments

IFC management generally agrees with the recommendations put forth by 
the report. The report’s main conclusions and recommendations are well 
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articulated, and IFC is broadly aligned with these. The evaluation makes the 
following recommendations: (i) the Bank Group should apply a selectivity frame-
work for SOE reform support that considers country governance conditions, 
control of corruption, and sector- and enterprise-level competition; and (ii) the 
Bank Group should apply the MFD and Cascade approaches for SOE reform. This 
would enhance internal coordination and mobilize private financing and capac-
ity, especially for ownership reforms. IFC management is supportive of these 
recommendations, particularly the focus on the Cascade with its emphasis on the 
importance of placing due priority to private sector approaches.

IFC management would like to emphasize the importance of corporate 
governance especially in challenging market environments. While acknowl-
edging that the focus on institutional capacity or governance in client 
countries that is detailed in this evaluation is important, IFC management 
believes this should not inadvertently lead to a movement away from more 
challenging markets, in particular International Development Association 
(IDA) or fragile and conflict-affected situation (FCS) markets. IFC manage-
ment appreciates and agrees with the importance placed by IEG on upstream 
engagement in important IDA and FCS markets, especially those that face 
challenges related to institutional capacity and governance. Similarly, IFC 
management appreciates the recognition of the importance of identifying 
and supporting an appropriate SOE trajectory of reform with different parts 
of the Bank Group providing support based on the progress made along the 
reform trajectory.

The role played by IFC investments services in terms of introducing and 
improving corporate governance principles and practices may have been un-
derstated. With respect to IFC’s role in improving SOE operations and gov-
ernance, every IFC investment in SOEs incorporates a corporate governance 
action plan that seeks to improve the governance of the SOEs. IFC manage-
ment would like to also note that IFC’s commercial lending and associated 
covenants have an important positive impact on SOEs in terms of instilling 
discipline in SOE operations, in particular by subjecting them (often for 
the first time) to international commercial banking financial and reporting 
requirements. IFC management appreciates that IEG has recognized that IFC 
demands certain standards of corporate governance in investee companies 
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in a similar manner to its attention to social and environmental safeguards 
and accordingly introduced changes to the evaluation.

IFC management agrees with and would like to reinforce the importance of a 
common and coordinated effort to implement the Bank Group Cascade ap-
proach and to jointly work with the World Bank on the upstream agenda. The 
Cascade approach will allow targeted support to SOEs by helping to identify 
which Bank Group entities, products, and interventions are most suited to 
address specific bottlenecks or achieve development objectives. Moreover, 
the Cascade provides a mechanism through which the Bank Group can design 
a clear time-bound trajectory for clients to move from sovereign guaranteed 
public sector financing to IFC or commercial financing and, wherever appli-
cable, partial and majority private ownership. In line with this perspective, 
the IEG evaluation specifically states that the “Bank Group could apply the 
Cascade in offering options for SOE reform that mobilizes private financing 
capacity through privatization and ownership reform.” This is an important 
observation as is also the observation that the pace of Bank Group reform re-
lated to privatization of SOEs has diminished. Going beyond privatization, the 
Bank Group should engage in SOE reform that positions the SOEs to eventu-
ally graduate from sovereign guaranteed borrowing. One preferred path would 
be for commercially oriented SOEs to borrow from IFC (directly and through 
mobilization) and then over time graduate to commercial only borrowing 
where possible including direct access to capital markets. In this context, IFC 
Upstream tools could also be used to help guide SOEs along a reform trajectory 
with targeted support in areas such as: Corporate Governance, Environment 
and Social Standards, Procurement and Financial Management.

Other Comments

SOEs are considered key to capital markets’ development. IEG notes that 
SOEs account for roughly three-quarters of the MSCI emerging market index 
utilities, 59 percent in energy and 44 percent in the financial sector. Given 
this prominent role, it is clear that SOEs are central to the development of 
capital markets in most emerging markets. If SOEs that face performance 
challenges dominate these critical markets, they could potentially limit the 
development of strong, sustainable capital markets or continue to foster 
capital market issuances that are implicitly backed by sovereign support. 
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IFC would like to emphasize this associated impact of limited SOE reform on 
potential capital market development.

The evaluation states that the treatment of competitive neutrality in IFC proj-
ects is uneven. The evaluation indicates that although IFC and MIGA policies 
require verifying that a level playing field for competition exists before engag-
ing with an SOE, attention to competitive neutrality in project documentation 
is weak and uneven. Two observations are relevant in this regard. Firstly, com-
petitive neutrality is a core part of IFC analysis for SOE investments, with the 
specific requirement of a level playing field in place for cross-border SOEs and 
nondisplacement of private sector alternatives in the case of domestic SOEs. 
Secondly, IFC management would like to emphasize that IFC has a robust 
policy assessment matrix in place to evaluate each SOE investment’s fit with 
IFC’s private sector mandate. Competitive neutrality plays an important but 
not overriding role in this assessment. IFC management recognizes the impor-
tance of applying this assessment even more consistently.

The evaluation also expressly excludes Bank Group projects that use SOEs to 
deliver services without having reform as a specified component. It is worth 
noting that many IFC investments are with SOEs that have benefited from 
prior reform in relation to governance, environmental and social issues, finan-
cial management, or procurement, among others. Such reform has occurred 
with Bank Group support, through the support of other agencies or has been 
initiated by governments. IFC supports such SOEs as well-performing utilities 
or intermediaries that allow access to critical infrastructure services or as a 
means to access difficult-to-reach segments in an economy. The IEG approach 
of reviewing only projects envisaging SOE reform may have led to the un-
intentional omission of several projects that have had strong development 
impacts. We appreciate in this context that IEG has noted feedback provided 
in this regard while also indicating that such IFC engagements would not have 
provided data relevant to the stated overall objective of the evaluation.

MIGA Management Response
MIGA welcomes IEG’s SOE reform evaluation (FY08–18) and finds it signif-
icant and important. The report presents many useful findings, and MIGA 
values IEG’s observations. MIGA thanks IEG for the productive engagement 
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during the drafting of the report and appreciates the willingness to under-
stand MIGA perspectives.

Approaches to SOE reform. The report adopts a broad definition of SOE 
reform, using five categories at the enterprise level: (i) corporate gover-
nance improvements; (ii) business and operation reforms; (iii) strengthen-
ing competition and regulation in SOE markets; (iv) privatization and other 
ownership reform; and (v) macrofiscal and public financial management 
reforms. Within this framework, the report found that MIGA’s support for 
SOE reform belonged to two categories: (i) business and operation reforms; 
and (ii) privatization and other ownership reforms. The report found that 
MIGA is engaged primarily in the power sector through support of business 
and operations and ownership reform. MIGA agrees with the findings, based 
on the report’s broader view of SOE reform. However, MIGA typically assess-
es its projects not through a specific SOE reform program but through the 
development impact potential of direct and indirect project outcomes, and 
the likelihood for facilitating foreign investment through various types of 
demonstration effects. In particular, MIGA notes that within IEG’s definition 
are projects that indirectly benefit SOEs, for example, projects where SOEs 
are offtakers.

Good performance of IDA and FCS projects. The report finds that MIGA 
played an active and important role in promoting private sector investment 
through projects in IDA and FCS countries. MIGA notes that the good IDA per-
formance is an important foundation for the MIGA’s FY21–23 strategy, which 
emphasizes continued support for IDA and FCS as strategic priorities. MIGA 
notes that the strong IDA and FCS results bode well for the agency’s ambition 
for further deepen the development impact of MIGA guarantee projects.

Importance of private sector competition. The report appropriately focus-
es on the role of the private sector in fostering competition. In addition, the 
report attempted to balance this perspective since in many developing coun-
tries SOEs often play a valuable role in providing needed services and products 
that would otherwise not be available. In the context of these countries—and 
across a wider range of countries in some sectors (for example, where exter-
nalities are present)—private sector competition may not be the paramount 
factor in achieving significant development impact. As such, there are other 
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measures that may improve SOE performance and achieve greater private 
sector participation (for example, public-private partnerships) or encourage 
financial and operational discipline through other means.

Country governance and SOE reforms. The report’s recommendation to 
apply a selectivity framework for SOE reform that considers country gover-
nance conditions (control of corruption) could be viewed as consistent with 
the Bank Group approach for providing SOE support tailored to project and 
country contexts, rather than disengaging from projects, sectors, or coun-
tries where there is a known potential for high levels of corruption. Although 
MIGA agrees that a focus on institutional capacity or governance in client 
countries is extremely important, it should not lead to risk aversion to en-
gaging in more challenging markets, in particular IDA or FCS countries. In-
stead, these contextual factors should be analyzed at the initial assessment 
phase as well as at the due diligence phase of the project. Currently, MIGA 
recognizes the importance of corruption in potentially stymying the expect-
ed development impacts of its guarantee projects, and therefore endeavors 
to assess and address how the significant impediments stemming from vari-
ous forms of corrupt practices may be addressed or mitigated.

Cascade approach. MIGA appreciates the focus on the Cascade approach in 
the report and the role it can play in fostering SOE reform. The report found 
that the experiences in several countries showed the operational promise of 
MFD and its embedded Cascade approach in power generation, where Bank 
Group institutions worked together to create conditions that would attract 
private investment. MIGA notes that that the Cascade approach indeed 
fosters a Bank Group culture that helps prioritize the Bank Group institu-
tion, engagement, or product that will best address the specific development 
outcomes desired. The Bank Group engagement with SOEs should prioritize 
private sector  solutions or private sector financing, including the use of 
derisking instruments, such as a MIGA guarantees, before considering other 
options, including public funding options.
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Management Action Record

IEG Findings and Conclusions Enhancing selectivity: corruption and 

competition The World Bank Group has a higher rate of successful outcomes in 

countries with better control of corruption and competitive conditions at the sector 

and enterprise level. State-owned enterprises (SOEs) perform better in both focal 

sectors if competitive conditions prevail at the sector and enterprise level. Both  

can be incorporated into approaches to selectivity and mitigation of risks when 

planning SOE reforms.

A substantial minority of interventions (26 percent) are in countries with weak control 

of corruption. In conditions of low control of corruption, all five major types of SOE 

reforms are less likely to succeed. There is an opportunity for greater Bank Group 

traction on SOE reform through a more selective approach. Certain internal and 

external factors can at least mitigate the risk of weak governance to project success.

Competition and competitive neutrality at the sector and enterprise level of SOEs 

can strongly influence performance. Improving competition can enhance the 

success of other reforms. However, analytics on competition, especially at the 

project level, are insufficient. International Finance Corporation (IFC) and Multilateral 

Investment Guarantee Agency (MIGA) policies demand verification that a level 

playing field for competition exists before engaging with an SOE, but attention to 

competitive neutrality in project documentation is uneven and often missing.

Realizing SOE reform through a more coordinated and consistent application of 

Maximizing Finance for Development (MFD) and its embedded Cascade approach

This evaluation generally finds positive experiences when the Bank Group 

collaborates internally on SOE reform. Institutional collaboration to mobilize private 

financing and capabilities is a key expectation of the Cascade approach. Recent 

Independent Evaluation Group work suggests that such collaboration works best 

when the roles, division of labor, and responsibilities among the different Bank 

Group institutions and respective project teams are clear. Realistically, internal 

coordination can require additional resources that require balancing of benefits and 

costs. At the corporate level, there is room to spell out the implications of MFD and 

the Cascade approach for SOE reform.
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There is a gap between the high incidence of recommendations on privatization 

and ownership reform in diagnostic work and the low incidence of privatization in 

the portfolio. Despite priority given to private solutions in the MFD, the Equitable 

Growth, Finance, and Institutions’ Integrated SOE Framework does not treat 

privatization (or public-private partnerships) as part of the Bank Group’s approach. 

However, interviews suggest that after a period of client disinterest and political 

sensitivity, demand for privatization support has been growing. 

IEG Recommendations Recommendation 1. The World Bank Group should 

apply a selectivity framework for SOE reform support that considers country 

governance conditions, control of corruption, and sector and enterprise-

level competition. First, findings suggest that the Bank Group could ramp up 

engagement with clients where success is more likely. In conditions of weak 

control of corruption, one option would be to engage first in addressing overall 

governance quality before attempting SOE reform. Where disengagement on SOE 

reform is not possible or desirable, close attention is needed to the factors that 

may mitigate corruption’s negative influence on SOE reform success. Next, the 

Bank Group should gear up capacity to conduct competition analysis, especially 

at the project level. The importance of competitive neutrality (the idea that SOEs 

should be on a level playing field with potential private competitors), especially 

considering IFC and, to a lesser extent, MIGA policies, indicates a need to ramp up 

project-level analysis by carrying out competition assessment more systematically 

and by applying substantial up-front analytic capability to project-specific work on 

competitive neutrality. This would allow for greater selectivity toward competitive 

conditions that would enhance SOE performance and for establishing up-front 

mitigating measures if competitive conditions were not conducive to success.

Recommendation 2. The World Bank Group should apply the MFD and its 

embedded Cascade approach for SOE reform. This would enhance consistent 

internal coordination and mobilize private financing and capacity, especially for 

ownership reforms. First, the Bank Group should further develop and harmonize 

its diagnostic frameworks applied to SOE reform. This requires developing shared 

framing tools such as an Integrated SOE Framework and Country Private Sector 

Diagnostic modules treating private sector options, including privatization and 

public-private partnerships, for addressing SOE performance challenges. Second, 
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the Bank Group could apply the Cascade approach in offering clients options 

for SOE reform that mobilize private financing and capacity through privatization 

and ownership reform. Along with recommendation 1, given appropriate country 

and sector conditions, there is greater room to apply the MFD and its Cascade 

approach through a greater degree of and more routine World Bank, IFC, and 

MIGA coordination that builds on their comparative advantages. This can be 

piloted as a sequential process, with upstream interventions focusing on any 

needed policy and regulatory reforms to create a level playing field for private 

entry and investment, combined with downstream use of Bank Group instruments 

to catalyze and mobilize private financing. With careful monitoring and evaluation, 

such a pilot could inform future efforts to realize the Cascade more fully as a 

systematic approach to SOE reform.
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Report to the Board from the 
Committee on Development 
Effectiveness

The Committee on Development Effectiveness met to consider the report enti-
tled State Your Business! An Evaluation of World Bank Group Support to the Reform 
of State-Owned Enterprises, FY08–18, and the draft management response.

The committee welcomed the Independent Evaluation Group’s first system-
atic assessment of the Bank Group’s support for the reform of State-Owned 
Enterprises (SOEs) for 2008–18 and commended it for the quality and learn-
ing orientation of the report. Members were pleased to learn that manage-
ment broadly agreed with the Independent Evaluation Group’s findings and 
that it was already working in the direction of the report’s recommendations.

Members welcomed the report’s findings that SOEs can play a major role in 
both developing and emerging economies to achieve economic, social, and 
political objectives, including promoting growth; delivering and extending 
access to services; filling market gaps; developing key sectors or regions; 
creating jobs; and addressing issues of heightened national priority or secu-
rity. They noted the use of SOEs by governments and donors, including the 
Bank Group, to channel subsidies or benefits such as deferred payment of 
utility bills or subsidized credit to enterprises in response to the coronavi-
rus (COVID–19) crisis. Members highlighted the importance of SOE reforms 
to help client countries achieve the Sustainable Development Goals and 
recognized that even in normal times, SOEs’ mixed institutional mandates 
and political importance often pose performance, financial, and governance 
challenges. Members acknowledged the evaluation’s findings that reforms 
have higher rates of successful outcomes in countries with better control of 
corruption and competitive conditions at the sector and enterprise level and 
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that positive experiences from collaboration across Bank Group institutions 
are essential for mobilizing private financing and capabilities consistent 
with the Maximizing Finance for Development and Cascade approach.

Members underscored the importance of corporate governance and corrup-
tion, especially in challenging market environments, noting that this should 
not inadvertently lead to a movement away from these challenging environ-
ments, particularly in International Development Association and fragile 
and conflict-affected situation countries. Members noted that SOE reform is 
broader than ownership and privatization, and they underscored the impor-
tance of regulatory reforms to promote competition and remove potential 
bottlenecks for private players. Members noted that financial sustainability 
issues in many SOEs and their impact on general government budget are of-
ten a challenge in client countries and encouraged management to continue 
paying close attention to public financial management reforms.

The committee recognized that SOE reforms could be used to help client 
countries overcome public sector and multilateral development bank limit-
ed financing capacity and that by promoting, when relevant, a more robust 
and commercially organized governance of SOEs, including with the use 
of de-risking instruments, the Bank Group could set clients on a trajectory 
from sovereign-guaranteed public sector financing to commercial financing. 
Members highlighted that mobilizing private financing for SOE reform can 
have positive externalities, notably in terms of transparency, and under-
scored that the sequencing of reforms must be driven by country context, 
making policy analysis an essential part of the assessment. They recognized 
that SOEs can impose barriers to private participation in sectors where 
their dominant presence enables anticompetitive behavior. Members noted 
that SOEs represent a fertile ground for the implementation of the Cascade 
approach and for the Bank Group to strengthen its collaboration efforts, 
and they encouraged management to continue assisting client countries in 
creating an enabling environment where private sector participants can also 
invest and play an important role in providing various services.
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1 | �State-Owned Enterprise 
Challenges and World 
Bank Group Reforms

Highlights

This chapter presents why World Bank Group support for state-
owned enterprise (SOE) reform matters, the pattern of Bank Group 
engagement, and a typology of major Bank Group support interven-
tions. It assesses the contribution of the World Bank Group’s three 
main institutions to enhancing development outcomes through their 
support of SOE reform: what works and what does not, the effective-
ness of the Bank Group’s various approaches, factors that explain 
success and failure, and the strengths and weaknesses of the Bank 
Group’s approach. To allow for greater depth, it focuses on two lead-
ing sectors for SOE support: finance and energy.

SOEs play a major role in many developing and emerging econ-
omies, where governments use them to achieve economic, 
social, and political objectives: to deliver and extend access to 
services, fill gaps in markets, develop key sectors or regions, 
and provide employment.

However, the mixed institutional mandates of SOEs and their politi-
cal importance often pose performance and governance challeng-
es. This can mute transparency and accountability, making over-
sight and regulation difficult.

The Bank Group, from fiscal years 2008 through 2018, initiated 
1,008 projects with 2,187 components (interventions) that support-
ed the reform of SOEs in the financial and energy sectors, with 
an estimated combined value of $71.7 billion in financing. This 
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involved financial, technical, and advisory support for both policy 
and institutional reforms (upstream) and enterprise-level activities 
(downstream).

This evaluation focuses on five major types of reforms: corporate 
governance; business and operations; strengthening competition 
and regulation in SOE markets; privatization and other ownership 
reform; and macro, fiscal, and public financial management reforms.
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Evaluation Purpose and Scope
State-owned enterprises (SOEs) have distinctive characteristics, including 
control by the state, legal and financial autonomy from the state, and par-
ticipation in the productive sector (Raballand et al. 2015). Corporate control 
may be exercised through ownership, administrative and technical manage-
ment, interlocking of directorates, and regulatory oversight (Farazi, Feyen, 
and Rocha 2011). Unlike public agencies, SOEs benefit from a level of auton-
omy because of their productive activity. Special laws that are different from 
private sector laws often govern SOEs (World Bank 2014a).

Box 1.1. �State-Owned Enterprises in the Response to  

the Coronavirus Pandemic

State-owned enterprises (SOEs) are an inviting channel for government responses to 

economic crises and natural disasters, given the degree of direct government control. 

The Independent Evaluation Group found such responses in the portfolio—for exam-

ple, responding to the 2008 global financial crisis in part by using state-owned banks 

(such as the Sri Lanka Small and Medium Enterprise Development Facility, 2011) and 

responding to floods by restoring power distribution (Serbia Floods Emergency Recov-

ery Project, 2015). The International Finance Corporation helped Russian Federation 

banks (public and private) deal with small and medium enterprises’ nonperforming 

loans after the financial crisis (the Russian Federation Financial Management Crisis 

Management Project), and the World Bank helped Nigeria create an asset manage-

ment company to restore financial health to the banking sector.

SOEs can provide convenient vehicles to channel resources to adversely affected 

firms and households (for example, through bank loans or power utility payment abey-

ance). Although some crisis response efforts also aimed to reform SOEs, many aimed 

to use them to reach targeted beneficiaries. Several of the World Bank’s initial private 

sector support projects in response to the crisis are channeled through state develop-

ment banks. The literature provides some explicit precautions:

	» Temporary subsidies and benefits after crises may be “policy traps” that are politi-

cally difficult to reverse. This is true for both utilities and banks.

(continued)
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	» Use of state-owned banks to respond to crises may be costly and inefficient. The 

World Bank Group’s Global Financial Development Report 2013: Rethinking the Role 

of the State in Finance finds that although SOE lending may be “less procyclical” 

than private lending, it “did not always target the most constrained borrowers” and 

is associated with a “deterioration of the quality of financial intermediation.” Special 

attention must be paid to governance, including assuring “adequate risk manage-

ment processes are in place.”

Sources: Bril-Mascarenhas and Post 2012; World Bank 2012a; Independent Evaluation Group state-

owned financial institutions deep dive; Independent Evaluation Group portfolio review and analysis.

SOEs play a critical role in the energy and financial sectors in many develop-
ing and emerging economies. Most countries still depend on SOEs to provide 
power. SOEs accounted for 71 percent of the Morgan Stanley Capital Interna-
tional (MSCI) Emerging Market Index in utilities, 56 percent in energy, and 
39 percent in the financial sector in 2020. State control is prevalent in the oil 
and gas sector, with about 90 percent ownership of reserves and 55 percent 
of production. Although state ownership in commercial banks declined from 
67 percent of total banking assets in 1970 to 22 percent in 2009, SOEs often 
retain a dominant role in banking (World Bank 2012a). In emerging markets 
such as China and India, SOEs hold more than half of banking system assets 
(Bank Group 2012). Singapore successfully used SOEs to drive development 
and industrialization after its independence in 1965, with successes in di-
verse fields including oil refining, petrochemicals, and development finance 
(PwC 2015).

Governments use SOEs to pursue economic, social, and political objectives 
alongside their commercial objectives.1 The mixed objectives demanded of 
SOEs can include contribution to employment creation, poverty alleviation, 
fiscal stability, spatial or sectoral development, environmental protection, 
and sector regulation. For example, India relied primarily on state-owned 
financial institutions (SOFIs) to implement its Jan Dhan Yojana program, 
under which about 300 million basic accounts were opened in a short peri-

Box 1.1. �State-Owned Enterprises in the Response to  

the Coronavirus Pandemic (continued)
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od. In Kenya, the Kenya Power and Lighting Company was the main vehicle 
for the government’s drive for universal electricity access, achieving more 
than 1 million new connections a year. During the coronavirus pandemic, 
many governments have used SOEs to channel resources to adversely affect-
ed firms and households (box 1.1). Some SOEs have been run well and have 
made important contributions to economies.

SOEs’ multiple objectives pose several governance and management challenges. 
Mixed objectives and weak oversight obscure accountability, exacerbate princi-
pal-agent challenges, and weaken incentives for performance (box 1.2). SOEs also 
reflect the desire of the state or political groups to exert political influence over 
economic outcomes and resource allocation. Although some SOEs are run well, 
many others suffer from low productivity and efficiency and have a detrimental 
impact on growth and consumer access to services. Poor financial performance 
and management practices can generate substantial public fiscal losses, debt, 
or contingent liabilities.2 SOEs frequently lack adequate governance oversight 
arrangements, regulation, and levels of transparency and disclosure, which can 
foster mismanagement, corruption, and underperformance.3 Yet SOEs can also 
impose barriers to private participation in sectors where their dominant presence 
enables anticompetitive behavior, often with government protection or subsidy.4

Box 1.2. �Three Perspectives on State-Owned Enterprises in the Litera-

ture (Not Mutually Exclusive)

Agency view: There is a discrepancy between the objectives of managers (the agents) and 

of owners (the principals). Although governments may seek to maximize social welfare, 

their agents may lack the incentive to maximize the use of resources toward this end.

Social view: Governments create state-owned enterprises to address market failures 

and improve social welfare, mixing profitability goals with social objectives. These 

mixed objectives create challenges for monitoring outcomes and performance.

Political view: State-owned enterprises, in some cases, can be mechanisms for politi-

cians to pursue their individual goals, often leading to economic distortion or inequita-

ble distribution of resources.

Source: Independent Evaluation Group structured literature review.
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Evaluation Approach
This evaluation assesses the contribution of the Bank Group’s three main 
institutions from fiscal year (FY)08 through FY18 to enhancing development 
outcomes through their support of SOE reform. In this evaluation, the focus 
is limited to support intended to improve SOE performance at the national, 
sectoral, or enterprise level, where it imposes a constraint on development. 
The evaluation excludes interventions where SOE reform was not the chal-
lenge being addressed, but rather SOEs were used as an instrument to ad-
dress a development challenge (such as when a line of credit is channeled 
through a state-owned bank; World Bank 2019f). To allow for greater depth, 
the evaluation focuses on the two leading sectors for SOE reform support 
(identified at the approach stage): the financial sector and the energy sector. 
The evaluation answers four questions:

	» What is the Bank Group doing to support SOE reform?

	» How effective are Bank Group SOE reform interventions, and where are these 

strengths or gaps?

	» What internal (directly under the Bank Group’s control) and external factors 

explain the success or failure of Bank Group SOE reform interventions?

	» Does the Bank Group have a robust approach to achieving development im-

pact through SOE reform, considering client priorities and needs and its own 

goals and principles?

To answer these questions, the evaluation employs a theory of change (ap-
pendix A) to inform the analysis using mixed methods with quantitative and 
qualitative evidence:

	» The analysis is multilevel, looking at country, sector, project, engagement 

area, and intervention mechanisms, covering both upstream SOE reforms 

(policy, regulatory, and institutional) and downstream SOE reforms (enter-

prise level). It excludes Bank Group projects that use SOEs to deliver services 

without trying to reform them.

	» The mixed methods include portfolio review and analysis, eight country case 

studies, subject and sector deep dive studies, a structured literature review, 
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a review of country strategies and diagnostics (including Financial Sector 

Assessment Programs), and econometric analysis.

The financial and energy sectors each have unique features and challenges:

	» In the financial sector, there are state-owned commercial banks (typically 

taking deposits and offering credit and other services), development banks 

(financing public development priorities), and nonbank financial institutions in 

areas like insurance and pensions. Government ownership of financial institu-

tions is understood to have the potential both to overcome market failures in 

promoting socially and economically desirable investments and to provide a 

vehicle to channel finance to strategically important sectors or firms. The Bank 

Group understands national development banks to be key “to help crowd-in 

the private sector to finance projects with high developmental impact such as 

infrastructure or projects that can yield a greater public good but which the 

private sector may not be interested in funding directly” (Pazarbasioglu 2017). 

Challenges include the performance of such institutions in practice, the diffi-

culties of aligning their actions with policy intentions, and the effects of such 

institutions on financial system competition, efficiency, and stability.

	» Within the energy sector, the evaluation covers power companies (often util-

ities) involved in distribution, generation, or transmission and those engaged 

in energy extraction. A recent World Bank reconsideration of its approach 

to power sector reforms recognizes that “among the best-performing power 

sectors in the developing world are some that fully implemented market-ori-

ented reforms, as well as others that retained a dominant and competent 

state-owned utility guided by strong policy mandates, combined with a more 

gradualist and targeted role for the private sector. This reality makes a case 

for greater pluralism of approaches going forward” (Foster et al. 2020). Recent 

World Bank work suggests that in less institutionally mature environments, 

private sector participation is best limited to power generation.5 However, the 

literature (appendix G) finds governance and operational challenges for many 

power sector SOEs: financially unsustainable tariffs; mandated cross-subsi-

dies; weak or inefficient regulatory environments; poor sectoral planning; 

high network losses, hidden costs or liabilities; or ambitious government 

access goals lacking adequate subsidization. Traditionally, the power sector 

was regarded as a natural monopoly, but technological advances and the 
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identification of huge deadweight losses have changed this; yet few govern-

ments or regulators explicitly monitor the adequacy and reliability of energy 

supply, let alone require their disclosure. Professionalization of SOE staff is 

also challenging.

Five Types of Bank Group Support  
for SOE Reform
From FY08–18, the Bank Group initiated 1,009 projects with 2,187 com-
ponents (interventions) that supported the reform of SOEs in the financial 
and energy sectors, with an estimated combined value of $71.7 billion in 
financing.6 This involved financial, technical, and advisory support for both 
policy and institutional reforms (upstream) and enterprise-level activities 
(downstream). To analyze these projects, the Independent Evaluation Group 
(IEG) took a representative sample of 88 percent of World Bank, Internation-
al Finance Corporation (IFC), and Multilateral Investment Guarantee Agency 
(MIGA) financing and IFC advisory projects (374) and 20 percent of World 
Bank advisory services and analytics (ASA) projects (116 sampled). This 
maps to a total portfolio of 421 financing projects plus 1,184 World Bank 
ASA projects. Within the financing projects, 893 interventions (components) 
were within the scope of this evaluation. To expand the pool of evaluated 
SOE reform projects, IEG also analyzed 132 qualifying projects evaluated 
between FY08 and FY19 but approved between FY02 and FY07.

This evaluation focuses on five major types of SOE reforms supported by 
Bank Group operations and activities (figure 1.1). These reforms are corpo-
rate governance; business and operations; competition and regulation; pri-
vatization and other ownership; and macrofiscal, and public financial man-
agement (PFM). Together, interventions in these areas compose 87 percent 
of both interventions and financing for SOE reform and are components of 
96 percent of projects identified as being in scope. The interventions can be 
complementary if more than one is used to achieve deeper reform. As shown 
in figure 1.1, there is considerable year-to-year variation in their use.
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Figure 1.1. �Bank Group SOE Reform Support by Type, FY08–18, and by 

Institution (no ASA)

Source: Independent Evaluation Group portfolio review and analysis.

Note: The figures show that 217 interventions supported SOE corporate governance reform; 210 sup-

ported business and operation reform; 236 sought to improve competition and regulation (of which 126 

supported regulation); 167 supported SOE ownership reforms (of which 49 supported privatization); and 

40 supported macrofiscal, policy, public financial management, and debt. Percentages may not add 

up to 100 due to rounding. ASA = advisory services and analytics; FY = fiscal year; IFC AS = International 

Finance Corporation advisory services; IFC IS = International Finance Corporation investment services; 

MIGA = Multilateral Investment Guarantee Agency; PFM = public financial management; SOE = state-

owned enterprise.
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Business and Operations Reforms

The largest share of Bank Group–supported reforms aims at improving SOEs’ 
operations and business practices. Reforms in business and operations aim 
to improve operational and financial performance and enhance service qual-
ity. Projects supporting business and operations reform compose 24 percent 
of SOE reform interventions but account for 50 percent of commitment val-
ue. They are the leading form of energy sector reform support and the sec-
ond most popular form in the financial sector. By institution, these reforms 
are in almost 60 percent of MIGA guarantees, 40 percent of IFC SOE invest-
ments, and 20 percent of World Bank lending projects. Ten percent of Bank 
Group financing support to reform SOEs focused on strengthening their 
financial management, primarily targeting financial sustainability (including 
the restructuring or rehabilitation of debts), enhancing revenue collection, 
and strengthening creditworthiness or expanding financial options.7

About one-third of Bank Group commitments in this category support 
physical infrastructure improvements (almost entirely for power compa-
nies), one-quarter support human resource management, 16 percent support 
service or product quality improvement, 14 percent support operational 
or process efficiency improvement, and 11 percent support organizational 
restructuring. In the World Bank, the Energy and Extractives Global Practice 
(GP) leads many of these commitments, focusing on improving the business 
and operations of individual state-owned energy companies. For example, in 
2017, to strengthen financing of Bangladesh’s power supply, MIGA provided 
a guarantee to Standard Chartered Bank for its loan to the SOE North-West 
Power Generation Company Limited in Bangladesh to build, install, and op-
erate a 220 megawatt, dual-fuel, combined cycle power plant. In the finan-
cial sector, examples include a 2009 World Bank–financed Private Housing 
Finance Markets Strengthening Project (P112258) in Mexico, which aimed 
to improve the technical capacity of Sociedad Hipotecaria Federal, a SOFI, 
to expand access to lower-income groups. The SOFI gained capacity through 
reengineering, the creation of a new department, simplification of proce-
dures, and improved risk monitoring. IFC complemented the World Bank 
project with advisory and fee-based services.
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Corporate Governance Reforms

Corporate governance reforms are pursued to improve SOE performance 
where government intends to retain ownership or as a path to privatization. 
Enterprises, whether public or private, are known to perform better with the 
right combination of incentives and the institutions to secure those incen-
tives.8 Corporate governance arrangements shape internal incentives, bal-
ancing a desire for managers to have enough discretion to run the company 
without unduly interfering with a desire to keep them accountable to the 
interests and objectives of owners and other stakeholders. Corporate gover-
nance reforms composed 24 percent of non-ASA Bank Group interventions 
in the portfolio and 12 percent of commitments, including 29 percent of 
World Bank lending, 11 percent of IFC advisory services, and 4 percent of IFC 
investment services. In addition, corporate governance reform is a subject 
of 38 percent of World Bank ASA interventions. For financial sector SOE 
reform, corporate governance reform is the most popular form of interven-
tion, ahead of business and operations reform. In the power sector, the World 
Bank’s flagship study finds that many reform efforts began with the corpora-
tization of power utilities (World Bank 2019c).

The Bank Group has long been a champion for good corporate governance 
of SOEs, both as a step toward divestiture and as a self-standing means to 
strengthen performance. Improved corporate governance is used to achieve 
other ends—for example, to improve performance, service delivery, finan-
cial sustainability, governance, and access to private capital—but is often 
described as a project objective on its own. Corporate governance reforms 
often involve the following elements:

	» Clarifying SOE objectives;

	» Improving the legal and regulatory framework for SOE governance;

	» Strengthening the state’s role as owner or shareholder;

	» Professionalizing SOE boards and management;

	» Promoting the financial sustainability of SOEs; and

	» Enhancing the transparency and accountability of SOEs.
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Corporate governance reform may accompany corporatization (the estab-
lishment of SOEs as corporate entities), but it may also be applied to existing 
public companies.

Bank Group efforts to strengthen the governance of SOEs date at least to 
the 1980s and were described influentially in a 1995 report (Muir and Saba 
1995). More recently, in 2014, the Finance and Markets and the Governance 
GP teams jointly produced a tool kit on SOE corporate governance rooted in 
Organisation for Economic Co-operation and Development guidelines. In 
the SOE reform evaluation portfolio, the level of activity in corporate gover-
nance was strong but has fluctuated since FY14 (see figure 1.1). IFC requires 
corporate governance analysis for every investment transaction as part of its 
due diligence process and strives for client commitment to good corporate 
governance practices, including protection of shareholder rights, account-
ability to investors and stakeholders, quality of the control environment, and 
disclosure and transparency practices.

Support for corporate governance is often bundled with other reforms 
because it is seen as a vehicle for enhanced access, efficiency, and quality 
of services. In the evaluation portfolio, sector reforms tend to focus on the 
enterprise level, and national-level support often sets standards or builds in-
stitutional capacity to regulate or implement policy. The World Bank’s work 
is most often led by the Macroeconomics, Trade, and Investment; Finance, 
Competitiveness, and Innovation; and Energy and Extractives GPs. A high 
percentage but small number of Governance GP interventions were in cor-
porate governance. In Kenya, for example, improving the utilities’ corporate 
governance was a core element of Bank Group engagements in energy sector 
reform. Capacity-building assistance to improve corporate governance was 
provided to several SOEs in the electricity sector, including the generation 
company, the distribution company, and the transmission company. For ex-
ample, the generation company, KenGen, benefited from a World Bank–sup-
ported, comprehensive Corporate Governance Assessment, which informed 
the KenGen Guarantee Project (P162422), which supports long-term private 
capital mobilization by the company through a commercial risk guarantee. 
In another financial sector example, IFC invested in the state-owned Sri 
Lanka Life Insurance Corporation, taking a seat on the board and working 
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to strengthen corporate governance to improve the SOE’s credibility with 
investors in preparation for privatization.

Privatization and Ownership Reforms

Privatization, often recommended in analytic work, has shown a declin-
ing trend in financing. Privatization and ownership reforms are pursued 
to improve SOE performance where a government intends to relinquish 
all or some portion of its ownership. Beyond privatization, other own-
ership reforms include promoting public-private partnerships (PPPs) or 
other partnership arrangements, opening to private sector investment 
(including foreign investment in SOEs), and setting up new SOEs while 
liquidating old ones. Privatization and ownership reforms are employed 
to obtain many of the objectives of SOE reform, including improvement 
of competition, enterprise productivity, and innovation (for 24 percent 
of the Bank Group SOE projects); operational or financial performance 
(for 22 percent of projects); sectoral efficiency (22 percent); public 
finances (13 percent); and service quality or delivery (13 percent). Own-
ership reform is far more popular in energy (especially in generation) 
than it is in the financial sector. Privatization is often recommended in 
analytic work such as Financial Sector Assessment Programs (box 1.3); it 
has seen ups and downs over several decades (box 1.4) and has shown a 
declining trend in financing (figure 1.2), with no interventions for 2013 
and 2018 and a parallel trend in commitments. This seems at odds with 
the intention of the Bank Group’s FY18 corporate strategic statement on 
Maximizing Finance for Development (MFD) and its embedded Cascade 
approach, which state a preference for reliance on private finance and 
private sector solutions. The MFD intends to harness “the power of the 
private sector and enhance market creation to meet the twin goals and 
the SDGs [Sustainable Development Goals].” The aim is to “help client 
countries pursue sustainable private sector solutions [where] they can 
help achieve development goals, while preserving scarce public resourc-
es where they are needed most” (World Bank 2017a).
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Box 1.3. �Financial Sector Assessment Programs’ Treatment of State-

Owned Financial Institution Reform

In a stratified sample of 29 joint International Monetary Fund–World Bank Financial 

Sector Assessment Program (FSAP) reports, the Independent Evaluation Group found 

that 76 percent substantially discussed state-owned financial institutions and 66 per-

cent made recommendations. Two-thirds focused on commercial banks, 24 percent 

on development banks, and 28 percent on nonbank financial institutions.

Upstream policy and institutional recommendations focus on sectoral regulato-

ry frameworks (41 percent), governance (38 percent), and ownership (17 percent). 

Downstream enterprise-level reform recommendations focus on firm-level ownership 

(51 percent), financial management (17 percent), and corporate governance and busi-

ness and operational management (17 percent). Examples include the following:

	» The Botswana FSAP identifies challenges to state-owned financial institutions 

in delivering financial services to the poor and rural population. It recommends 

giving full supervisory authority to the Bank of Botswana for statutory banks and 

licensing these institutions as a prelude to their privatization.

	» The Russian Federation FSAP recommends a new legal and regulatory frame-

work to increase board effectiveness, the gradual privatization of banks, and 

revisiting state hybrid and development finance institutions.

Source: Independent Evaluation Group Financial Sector Assessment Program review.

Overall, for the entire evaluation period, ownership reforms constitut-
ed more than one-third of IFC’s investment interventions and more than 
40 percent of its advisory interventions. One-third of MIGA guarantees also 
supported ownership reform, especially focused on power generation. SOE 
privatization support, which has waxed and waned over several decades 
(box 1.4), has been rare recently. For the World Bank, 14 percent of lending 
interventions and 15 percent of ASA for SOE reform supported ownership 
reforms of all types. In 2007, for example, IFC supported the privatization of 
the Energy Development Corporation (25839) in the Philippines, the largest 
producer of geothermal power. IFC also supported its capital expenditure 
program and improved corporate governance practices. In 2012, MIGA issued 



15
	

In
d

e
p

e
nd

e
nt

 E
va

lu
at

io
n 

G
ro

u
p

 
W

o
rld

 B
an

k 
G

ro
up

a guarantee (M1367) to support, in Indonesia, a PT Rajamandala Electric 
Power (an independent power provider) hydropower plant and transmission 
line investments against the risks of expropriation, transfer restriction, war 
and civil disturbance, and breach of contract covering the contractual obliga-
tions of PT Perusahaan Listrik Negara (the state electricity company) under 
the power purchase agreement.

Figure 1.2. �Interventions Supporting State-Owned Enterprise Privatization

Source: Independent Evaluation Group portfolio review and analysis, projected to population of projects.

Note: ASA = advisory services and analytics.

Box 1.4. �Pendulum Swings on Privatization in Bank Group State-Owned 

Enterprise Reform

World Bank Group state-owned enterprise (SOE) engagements in the 1980s stressed 

improving operational and financial performance by rationalizing the policy framework, 

improving governments’ management of their portfolios, reducing SOE fiscal expendi-

tures and improving their revenues, and assisting SOEs to improve their financial and 

operational performance.

By the early 1990s, many donors were pushing hard for privatization of SOEs given 

the disappointing results of past SOE reforms, the altered popular understanding of 

the government’s role regarding productive enterprises, and assumptions about the 
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Box 1.4. �Pendulum Swings on Privatization in Bank Group State-Owned 

Enterprise Reform (continued)

ease of transferring Western systems to dramatically different settings. Between 1988 

and 2005, global privatization proceeds were an estimated $2.6 trillion. Aligned with 

this global trend and guided by concern about government failure, World Bank sup-

port for privatization grew rapidly, from 14 percent of World Bank SOE-related loans 

in the 1980s to 52 percent of operations in the 1990s. Between 1990 and 2003, the 

Bank Group assisted 120 countries to carry out 7,860 transactions generating nearly 

$410 billion in proceeds.

However, the wave of privatization gave rise to critiques. Questions about attribution 

arose because factors other than ownership may have accounted for performance 

improvements, such as the introduction of hard budget constraints and increased 

competition. Performance comparisons were questioned on the grounds that bet-

ter-performing SOEs were “cherry picked” for privatization. Additionally, governments 

faced difficulties in carrying out privatization, for example in creating, monitoring, and 

enforcing contracts in infrastructure, along with some failures that led to renational-

ization. Then there were the failures in the regulation of privatized industries, the rise 

of powerful oligarchs in the former Soviet Union, the cases of asset stripping, and 

the popular opposition to privatization from citizens and workers. Furthermore, in the 

2000s, China was seen to offer an alternative model involving substantial state owner-

ship and control of enterprises, despite large-scale privatizations of its own.

Thus, in the 2000s, there was a step back from privatization. Instead, the emphasis 

was on corporate governance reform to improve SOE performance through super-

vision, transparency, and accountability (along with a focus on other aspects of SOE 

business and operations) to improve quality, cost recovery, and controls. Tools such as 

public-private partnerships and risk guarantees aimed to bring some degree of private 

investment and private operation to SOE service delivery.

Source: Independent Evaluation Group privatization deep dive.

Competition and Regulation in SOE Markets

Strengthening competition and regulation in SOE markets can help align 
the activities of SOEs with development and policy objectives and level the 
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playing field among SOEs and potential private competitors. This area of re-
form is supported in more than one-quarter of World Bank lending and ASA 
and IFC investment and advisory services interventions. It is not a feature of 
MIGA’s work.

Regulation can shape sectoral pricing (29 percent of regulatory interventions) 
or support the enactment of new laws, regulations, or regulatory institutions 
(26 percent). Strong sector regulation can set the framework for private partic-
ipation and shape incentives for efficient service delivery. Power sector reform 
often emphasizes creating and empowering an independent regulatory agency, 
with a strong orientation toward technically driven tariff-setting procedures 
(Pardina and Schiro 2018). In the energy sector, reforms were more likely to 
focus on pricing (41 percent) and sector strategies (20 percent). Financial 
viability of the energy sector through cost recovery pricing is needed to attract 
private investment, ensure reliable supply, meet universal access targets, and 
minimize negative macrofiscal impacts (Huenteler et al. 2017). Cross-subsidies 
built into tariffs add complexity to the policies and politics of pricing reforms. 
For example, the 2009 development policy operation (DPO) for Burkina Faso 
(P099011) supported an enhanced regulatory framework with a transparent 
tariff-setting mechanism for power SOEs, along with establishing a regulator. 
In the financial sector, reforms focused more on sector laws and regulations 
and institutions to enforce them for SOEs and other financial institutions. This 
was the case, for example, for the 2017 World Bank Myanmar Financial Sector 
Development Project (P154389).

Some regulatory reform interventions reset sector policy. A DPO for Senegal 
in FY13 (First Governance and Growth Support Project, P128284) sought to 
improve energy sector efficiency and service through the adoption of a new 
Energy Sector Development Policy Letter, an action plan, and a financial and 
operational utility restructuring plan. The letter addressed gaps in the energy 
sector legal and regulatory framework for both the electricity and hydro-
carbon sectors. In Vietnam, a series of Poverty Reduction Support Credits 
(PRSCs) and DPOs supported sector strategy reform. The PRSCs broadly sup-
ported the enactment of an electricity law while working to improve sector 
strategies for the gas and electricity subsectors and supporting the adoption 
of market-based pricing mechanisms for electricity. DPOs focused on key 
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sector policy areas: development of a competitive power market, power sector 
restructuring, electricity tariff reform, and demand-side energy efficiency.

Competition work often seeks to remedy weak incentives for SOEs to be-
have efficiently and contribute to economic development through improved 
productivity. In many countries, SOEs enjoy substantial market power, which 
may extend to both markets for goods and services and input markets. This 
market power can arise from small market size (or poorly developed markets, 
weak regulations, and poor oversight of competition) or weak policies (or 
enforcement) governing the ownership and treatment of SOEs. Enhancing 
competition is known to improve the performance of enterprises, whether 
private or public.

Leading ways the Bank Group promotes competition are opening entry or 
actively crowding-in the private sector, promoting PPPs and privatization, 
and reforming tariffs. Competition objectives are often interwoven with 
others. Although not all SOE activities are in competitive market segments,9 
IEG’s portfolio review found 132 interventions seeking to strengthen compe-
tition, innovation, and productivity. Their frequency increased in the mid-
2010s. IEG estimates that more than 125 World Bank ASAs had competition, 
innovation, or productivity objectives. The 2015 Sustaining Shared Growth 
development policy loan for Turkey (P146322) exemplifies such support to 
strengthen competition. It supported competition and transparency in the 
energy sector through enactment of the electricity market law, which lim-
its SOEs’ role in the sector and ensures the development of a competitive 
environment for electricity markets. The operation benefited from extensive 
analytical work. In 2005, IFC began assisting the Bank of Beijing through 
investment and advisory services to prepare it to compete regionally.

IFC has declared in recent years that it considers principles of competitive 
neutrality when reviewing SOE financing, but the treatment of competitive 
neutrality in IFC projects is uneven. Papers submitted to the Bank Group 
Board of Executive Directors in 2017 and 2019 embraced the competitive 
neutrality concept, clearly defined by the Organisation for Economic Co-op-
eration and Development, which implies that the same rules of market 
behavior should apply to public and private firms, including the application 
of regulations and of competition law. This principle seeks to ensure a level 
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playing field, where the SOE has no undue competitive advantage. IFC states 
that the attributes of competitive neutrality include that the SOE earns a 
commercial rate of return on goods competing with private businesses; the 
SOE’s pricing for commercial activities and public services should not “un-
duly” distort the playing field through subsidy; the SOE’s access to public 
contracts and other treatment in public procurement is “open, transparent, 
and nondiscriminatory”; and the SOE strives toward international standards 
and practices (IFC 2017).10 IEG reviewed project-related documents for seven 
recent IFC SOE reform projects and found that the treatment of competitive 
neutrality remains uneven, with some attention as early as 2012 and some 
omission as recently as 2017. Only one project package treated all of IFC’s 
competitive neutrality criteria.11 

MIGA’s approach to supporting cross-border investments into SOEs is an-
chored on three criteria: government control, public service, and the cred-
itworthiness and financial viability of the SOE as a stand-alone entity. SOE 
investors are eligible for MIGA coverage provided they operate on a “commer-
cial basis.” In considering whether an SOE investor operates on a commercial 
basis, at least with respect to the investment being covered, MIGA assesses 
several factors, including whether the SOE investor (i) operates on a self-sus-
taining basis, (ii) enjoys substantial autonomy from government, and (iii) does 
not enjoy protection from competition or preferential treatment—factors that 
closely map to aspects of IFC’s competitive neutrality principle. SOE project 
enterprises receiving MIGA-insured investments need only be creditworthy 
and financially viable, as judged by MIGA’s credit risk assessment.12 In this 
respect, MIGA’s approach to SOEs is markedly different from IFC’s. IEG’s 
review of nine recent guarantees against the risk of nonhonoring of financial 
obligations involving an SOE found only one that addressed whether the SOE 
enjoyed protection from competition or preferential treatment.

In a limited number of countries, the Bank Group (through its Markets and 
Competition Policy cluster, involving both World Bank and IFC advisory 
staff) has incorporated competitive neutrality into its analytics, including 
its Markets and Competition Policy Assessment Tool (MCPAT). The MCPAT 
analysis examines three areas: antitrust rules and enforcement, procompe-
tition market and sector regulation, and competition principles in broader 
public policies, including SOEs and competitive neutrality. In this context, 
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MCPAT examines SOEs and their behavior, including whether the playing field 
is level and open; if state aid or other unequal tax, regulatory, debt, or procure-
ment treatment inhibits competition; and whether there is a clear separation 
of commercial and noncommercial activities. MCPAT aims to focus reform on 
areas that promote competition and crowd-in private sector activity. For exam-
ple, the Senegal MCPAT finds that in groundnut processing and fertilizer pro-
duction, SOEs are protected by “restrictive government regulations” in value 
chains that “are traditionally economic activities that can be carried out by the 
private sector more efficiently than by SOEs” (Pop and Corthay 2018). Since its 
introduction in 2016, MCPAT has been applied to only a few countries—Argen-
tina, Kenya, Mauritania, Mexico, Peru, the Philippines, Senegal, Vietnam, and 
Ukraine—and the Western Balkans region. The link between this analytic work 
and World Bank operations is still developing. A competitive market framework 
is being incorporated into the Integrated SOE Framework that the Equitable 
Growth, Finance, and Institutions Practice Group’s SOE Working Group is de-
veloping as guidance for staff. A module based on MCPAT has been incorporat-
ed into several Country Private Sector Diagnostics (CPSDs).

Public Fiscal and Financial Management Reforms

For decades, the World Bank has addressed public financial issues where SOE 
finances (including liabilities) threaten fiscal soundness or stability. Thus, 
SOEs’ macro, fiscal, and public finance aspects become part of a broader policy 
dialogue between the World Bank and governments on managing public reve-
nues, expenditures, debts, and liabilities. SOEs’ fiscal implications are created 
by the influence that their costs, revenues, and risks have on public revenues, 
expenditures, debt service obligations, or other liabilities. Thus, it is critical to 
understand SOEs’ potential direct and indirect impacts on state finances.

Interventions related to macrofiscal and PFM reform compose only 4 percent 
of the identified portfolio for the two sectors and appear only in World Bank 
activities. They make up 6 percent of both World Bank lending and ASA inter-
ventions. However, the identified portfolio underrepresents the overall World 
Bank level of SOE-relevant activity on fiscal soundness and PFM because they 
are often addressed at the national level, thus affecting all SOEs rather than 
being tied to a single sector. For example, SOFIs and utilities can both gener-
ate public liabilities that destabilize the macroeconomy, as in crises faced by 
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Mozambique and Slovenia.13 Some SOEs (such as oil companies) also provide 
important revenues to the state. For example, a recent Bank Group analysis of 
Sri Lanka points to the state-owned business enterprise portfolio representing 
“significant fiscal costs and fiscal risks undermining the government’s fiscal 
consolidation efforts” (World Bank 2020a, 4). It recommends that the Min-
istry of Finance conduct a “systematic analysis of SOE financial statements, 
business plans, and investment proposals,” which “could help the government 
anticipate and mitigate fiscal risks to the budget” (72).

The Bank Group tackles SOE macrofiscal issues through analytical work, 
DPOs, and technical assistance. As Mozambique’s recent SOE debt crisis 
demonstrates, this may involve engagement at the national level to rational-
ize budgeting and public investment, constrain SOEs’ ability to incur debt, 
implement stronger systems of PFM, and more. In response to the hidden 
debt revelations in 2016, the World Bank launched a program to strengthen 
public investment and fiscal management, including debt and SOE fiscal 
risks. It modified ongoing development policy lending and joined a group of 
general budget support donors to promote concrete steps toward transpar-
ency and accountability for the hidden loans. An FY13 Myanmar develop-
ment policy loan, for instance, aimed to reduce the budget deficit partly by 
legally limiting government subsidies for the raw material requirements of 
state economic enterprises.

A focus on fiscal soundness usually complements other SOE reforms. Of the 21 
countries identified in IEG’s portfolio where the World Bank engaged in fiscal 
soundness reforms related to SOEs, only one had fiscal soundness as its sole 
focus. For example, a 2008 Ukraine development policy loan combined in its 
supported actions emphasis on strengthening public finances and improving SOE 
corporate governance. Fiscal ASA can also accompany other SOE reform inter-
ventions, often focusing on debt management, accounting, and auditing.

The Equitable Growth, Finance, and Institutions’ SOE task force recently elab-
orated staff guidance on this type of support. The guidance advises assessing 
the fiscal impacts of SOE reforms, the fiscal sustainability of any subsidies, and 
the links to the fiscal framework. The Macroeconomics, Trade, and Investment 
GP focuses on improving public finances, oversight, and transparency, includ-
ing lending that supports financial management and macrofiscal policy.
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Where and How the Bank Group Delivers 
SOE Reform Support
During the evaluation period, for the energy and financial sectors, World Bank 
lending predominated, constituting more than 90 percent of the value of the 
Bank Group SOE reform portfolio in those sectors (table 1.1). World Bank 
lending and ASA for SOE reform constituted about 87 percent of the activity 
and more than 90 percent of the financing. Within lending projects, DPOs 
accounted for 516 of the 898 World Bank lending interventions, and invest-
ment operations accounted for 382 interventions. IFC delivered $3.8 billion in 
investment services support in the two sectors through 61 projects and spent 
$51 million to deliver advisory services through 59 projects. MIGA delivered 
about $3 billion through four guarantees. Support for the energy sector ac-
counted for 57 percent of interventions and support for the financial sector for 
30 percent, with the rest treating both sectors more broadly.

Table 1.1. �World Bank Group SOE Reform Projects, Commitments by 
Institution, FY08–18 (est.)

Institution

Projects 

(no.) 

Share of 

Projects 

(percent)

Interventions 

(no.)

Volume 

($, millions)

Share of  

Volume 

(percent)
World Bank 
lending

285 28 800 64,832 91

IFC IS 61 6 93 3,765 5

IFC AS 59 6 91 51 0

MIGA 17 2 19 2,973 4

World Bank 
ASA

587 58 1,184 104 1

Total 1,009 100 2,187 71,724 100

Source: Independent Evaluation Group portfolio review and analysis.

Note: Due to rounding, volume shares add to 101 percent. ASA = advisory services and analytics; est. = 

estimated; FY = fiscal year; IFC AS = International Finance Corporation advisory services; IFC IS = Interna-

tional Finance Corporation investment services; MIGA = Multilateral Investment Guarantee Agency; SOE 

= state-owned enterprise.
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IEG found relevant SOE ASA reform support activities in 142 countries and 
all other support in 119 countries. In the sample, the Bank Group financed 
operations in 34 countries in Sub-Saharan Africa, 21 countries in Europe 
and Central Asia, 16 in Latin America and the Caribbean, 13 in East Asia and 
Pacific, 11 in Middle East and North Africa, and 8 in South Asia. Although 
Sub-Saharan Africa was the Region with the highest number of financing 
projects, East Asia and Pacific had a higher average per country (5.3). Bank 
Group financing support to reform SOEs has been focused more on low-
er-middle-income countries (46 percent) and low-income countries (29 per-
cent), followed by upper-middle-income countries (23 percent). MIGA has 
the majority of guarantees by value in upper-middle-income countries and 
by number of projects in lower-middle-income countries.

The Bank Group supports SOE reform at both the upstream and downstream 
levels. Upstream interventions—mostly by World Bank lending and ASA and 
IFC advisory—focus on regulatory frameworks for SOE activities; governance 
and accountability; and ownership, including privatization and PPPs. Down-
stream interventions (at the enterprise level) focus on SOEs’ business and 
operations; corporate governance, ownership, and financial management are 
also substantial areas of engagement. Upstream support was more frequent 
in upper-middle-income countries, and support for lower-middle-income 
countries focused more on downstream reforms.

IFC investment and MIGA guarantees, which make up 9 percent of Bank 
Group commitments, are oriented primarily toward SOEs’ business and oper-
ational aspects and SOE ownership (whether through privatization or PPPs). 
IFC advisory engages both upstream and downstream, most often in business 
and operations and the upstream and downstream aspects of SOE ownership. 
MIGA is engaged primarily in the power sector through support of business 
and operations and ownership reform.

Given the range of activities and dimensions of reform supported, chapter 2 
casts an analytic light on the question of how effective the Bank Group has 
been and the factors associated with success.
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1  	“Over the years, the rationale for state ownership of commercial enterprises has varied among 

countries and industries and has typically comprised a mix of social, economic and strategic 

interests. Examples include industrial policy, regional development, the supply of public goods 

and the existence of so called ‘natural’ monopolies” (OECD 2015, 2).

2  For example, in China, state-owned enterprises (SOEs) account for 57 percent of corporate 

debt (valued at 72 percent of gross domestic product), even though they are responsible for 

less than 20 percent of output and employment (Lam et al. 2017). For revenue-generating 

companies (for example, state oil companies), these losses can take the form of foregone 

revenues to the government.

3   “Compared to other companies, SOEs [state-owned enterprises] have specific corruption 

risks because of their closeness to governments and public officials and the scale of the assets 

and services they control. Some of the biggest recent corruption scandals have involved 

state-owned enterprises, which clearly shows the risks that these companies face. In Brazil, 

the state oil company Petrobras was the focus of a major corruption scandal involving illegal 

payments to politicians and bribes that affected the whole country. The Nordic telecoms 

giant Telia was recently caught bribing for business in Uzbekistan, which resulted in fines of 

$965 million” (Transparency International 2017).

4  A recent International Monetary Fund study of emerging Europe found that the “profitability 

and efficiency of resource allocation of SOEs lag those of private firms in most sectors, with 

substantial cross-country variation. Poor SOE performance raises three main risks: large and 

risky contingent liabilities could stretch public finances; sizeable state ownership of banks 

coupled with poor governance could threaten financial stability; and negative productivity 

spillovers could affect the economy at large” (Böwer 2017, 2).

5  “There seems to be a credible empirical basis for selecting a threshold power system size and 

per capita income level below which unbundling of the power supply chain is not expected to 

be worthwhile” (Vagliasindi 2012b, 22).

6  Subsequent to the completion of analysis for this evaluation, the International Finance Cor-

poration (IFC) provided supplementary portfolio information that the Independent Evaluation 

Group (IEG) has analyzed. This information suggests that an additional 23 IFC projects could 

fall into the SOE reform categories, although they were not identified by IEG through consistent 

application of its methodology. In terms of areas of activity, 37 percent of the projects were in 

business and operations, 22 percent in SOE ownership, and 26 percent in enterprise-level finan-

cial management. Their inclusion was not possible given the late date of receiving this informa-
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tion and would have only marginally changed the picture of IFC’s pattern of engagement. One 

additional evaluated project was identified; it was rated “unsatisfactory.”

7  In the financial sector, IEG found examples of IFC supporting the restructuring and rehabilita-

tion of state-owned financial institutions’ debts through strengthening asset-liability structure 

and improving accessibility and pricing of alternative funding sources; the Multilateral Invest-

ment Guarantee Agency (MIGA) providing a guarantee for asset-liability management purposes 

through a US dollar–local currency swap arrangement; and the World Bank supporting a finan-

cial restructuring process of SOEs and supporting actions to reduce SOEs’ fiscal liabilities. World 

Bank projects also supported government acquisition, restructuring of debts, and recapitaliza-

tion of state-owned banks. In the energy sector, IFC has advised financial restructuring in the 

power sector in São Tomé and Príncipe, and the World Bank has supported identifying options 

for restructuring electric companies, actions to bring new shareholders and investments, debt 

restructuring processes including tariff reviews, clearance of arrears, evaluation of assets, adop-

tion of operational efficiency models, and realignment of roles and responsibilities.

8  External incentives shaping corporate behavior include the business enabling environment, 

the functioning of financial and labor markets, product and input market competition, and the 

“market for corporate control.” See Stone, Hurley, and Khemani 1998.

9  “When multiple companies compete head to head for consumers, a market discipline emerg-

es, along with pressure to keep costs down to efficient levels and to improve service quality. 

The large economies of scale in the power sector mean that key activities (for example, trans-

mission) are traditionally considered natural monopolies, making it inefficient to have more 

than one supplier. Even under a natural monopoly, however, it is still possible to have differ-

ent companies compete for the right to supply the market on a monopoly basis for a certain 

period of time. The liberalization of the power sector therefore often proceeds in incremental 

stages, beginning with the opening up of generation to independent power producers that 

compete for the market. Eventually, it may transition to a full single-buyer model where gen-

eration is fully divested from the incumbent utility, with the latter acting as the single buyer 

of generation on behalf of end consumers. The next stage—once the transmission segment 

has been fully unbundled—is to allow third-party access to the power grid so large customers 

can purchase power directly from generators on a bilateral negotiated basis. In due course, it 

may evolve into a wholesale power market, with a centralized price-setting mechanism and 

a variety of contracts and products being exchanged. In some instances, a final step would 

unbundle the distribution and retail functions of the utility, allowing the latter to be open to 

competition for energy supply” (Foster and Rana 2020, 48–9). 
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10  Although competitive neutrality was formalized as a policy in the 2017 IFC Board paper, 

that paper stated it as an existing principle of IFC investment in SOEs. A 2015 IFC directive, 

“Investments in State-Owned Enterprises,” clearly establishes the requirement to consider 

“whether or not the IFC investment avoids (i) displacement of viable private provision of 

the products or services provided by the SOE and (ii) displacement of private financing to 

the SOE.” It further requires that an SOE operate in a commercial manner, have operational 

autonomy from government, and be subject to commercial and corporate laws applicable to 

private companies (IFC 2015).

11  IFC notes in comments to IEG: “IFC has a robust policy assessment matrix in place to 

evaluate each SOE investment’s fit with IFC’s private sector mandate and this assessment 

is required for all SOE projects. Competitive neutrality plays an important but not an over-

riding role in this assessment, which includes other variables such as the commercial nature 

of operations, non-displacement of private alternatives and operational autonomy from the 

government.”

12  MG−010−FY14. MIGA Guidance: Rating State-Owned Enterprise Risk. June 30, 2014; MG-

014-FY15. MIGA Guidance: Eligibility Guidance Relating to NHFO-SOE Coverage. August 8, 

2014; MG-001-FY2016. MIGA Guidance: MIGLC Frequently Asked Questions. August 3, 2015. 

Attachment 1. Question 49, pages 25 to 26. In a now superseded 2003 Board statement, the 

Multilateral Investment Guarantee Agency (MIGA) stated: “It should be stressed that the 

SOEs MIGA is covering: a) operate on a commercial basis; and b) retain the commercial risks 

for the projects that MIGA is guaranteeing.”

13  “In Slovenia, the state owned not only a sizeable portfolio of non-financial companies but 

also the three largest domestic banks and holds about 63 percent of the total banking sector’s 

equity. After the first hit of the global financial crisis, Slovenia experienced another banking 

crisis in 2012–13, when the mostly state-owned banking system came under pressure and led 

the sovereign to lose market access. Cross-enterprise ownership structures with SOEs at their 

heart, and pervasive connected lending was believed to have amplified the crises. As a result, 

bankruptcies were wide-spread, and mounting NPLs [nonperforming loans] ate up bank capi-

tal” (Böwer 2017, 15). 
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2 | �Effectiveness of Bank 
Group Support to SOE 
Reforms

Highlights

This chapter examines the performance of the World Bank Group’s 
energy and financial sector portfolio of support for state-owned 
enterprise (SOE) reform, analyzing factors associated with success.

The SOE reform portfolio in these sectors, on average, met the 
World Bank and International Finance Corporation corporate tar-
gets for project success.

The Bank Group overall engages far more with state-owned com-
mercial banks than with state-owned development banks. The 
success rate for development bank SOE reform interventions ex-
ceeded that for commercial bank interventions.

SOE reforms in the transmission and distribution sectors were the 
most effective, followed by power generation; those dealing with 
extractive industries (petroleum, gas, and mining) were successful 
only half the time.

Several factors at the country and project levels are predictive of 
intervention success—some within the Bank Group’s control and 
some outside of it.

Control of corruption at the country level is strongly associated with 
intervention success. Other things being equal, SOE reform interven-
tions in a country with high control of corruption are more than twice 
as likely to succeed than in a country with low control of corruption.
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Five project-level factors not directly controlled by the Bank Group 
(though potentially influenced by it) are strongly associated with 
successful SOE reform interventions:

	» Client commitment to the reforms and reform activities;

	» Coordination among donors and other stakeholders;

	» Client institutional capacity and coordination; 

	» Political economy and vested interests; and

	» External shocks (natural or other) posing both obstacles and opportunities.

Four internal factors at the project level that are under the Bank 
Group’s direct control are strongly associated with successful SOE 
reform interventions:

	» Project design, including the appropriate choice of instrument, adaptation 

to local conditions, and simplicity (versus complexity);

	» Supervision, including having in-country expertise during project imple-

mentation (especially for investment projects);

	» A strong results framework with active monitoring and evaluation; and 

	» Sequencing of interventions, including link to prior analytic work.
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SOE Reform Performance in the Portfolio 
and Literature
On average, the overall SOE reform portfolio in the financial and energy 
sectors reviewed met the World Bank and IFC corporate targets for project 
success (figure 2.1). World Bank lending achieved an overall success rate of 
78 percent against a target of 75 percent. Development policy lending (151 
evaluated projects) achieved a success rate of 85 percent versus the invest-
ment project finance success rate of 67 percent (97 evaluated projects), but 
the two instruments focused on tackling different SOE reform challenges. 
Policy lending was more focused upstream, seeking to improve public fi-
nances; accountability, transparency, and oversight; or sector competition 
and productivity. Investment lending was more focused downstream, aim-
ing to strengthen enterprise operational and financial performance as well 
as service delivery and quality. IFC achieved a success rate of 73 percent 
for investment services (22 evaluated projects) and 56 percent for advisory 
services against an overall target of 65 percent. Investment services were far 
more likely than advisory services to support improving service delivery and 
quality, and advisory services were far more likely to support strengthen-
ing financial and operational performance and improving transparency and 
oversight. Two evaluated MIGA guarantees both achieved their outcomes.

Across the five SOE reform types discussed in chapter 1, Bank Group projects 
supporting corporate governance, ownership reform, and business and oper-
ations showed statistically significantly higher success rates than did reforms 
in macrofiscal, and PFM and in competition and regulation (figure 2.2). World 
Bank DPOs were significantly more effective on average when pursuing com-
petition and regulatory reforms than they were in the other four areas and 
significantly more successful at pursuing SOE ownership and corporate gov-
ernance reforms than in pursuing business and operations and macrofiscal, 
and PFM reforms. World Bank investment operations were significantly more 
successful in pursuing business and operations reforms than they were in 
the other four areas but were also quite successful in pursuing privatization 
and corporate governance. They were relatively less successful in supporting 
reforms in competition and regulation and in macrofiscal and PFM.
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Figure 2.1. �Success Rate of State-Owned Enterprise Reform Projects 

Evaluated, FY08–18

Sources: Independent Evaluation Group portfolio review and analysis; World Bank Corporate Scorecard 

(updated to October 2017).

Note: The figure is based on 286 projects. The analysis excludes six World Bank lending projects for 

which outcome ratings were not available, rated, or applicable and three Multilateral Investment Guar-

antee Agency guarantees, which achieved their intervention outcomes. The orange dots show FY17 

corporate satisfactory outcomes targets. IFC updated its scorecard in November 2019 and eliminated its 

corporate success target of 65 percent. A project is now defined as “above the line,” or successful, if it is 

achieving or mostly achieving project outcomes. DPO = development policy operation; FY = fiscal year; 

IFC = International Finance Corporation; IFC AS = International Finance Corporation advisory services; 

IFC IS = International Finance Corporation investment services; IPF = investment project financing.
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Figure 2.2. �Success Rate of SOE Reform Interventions by Type and In-

strument (Bank Group Evaluated by IEG)

Source: Independent Evaluation Group portfolio review analysis.

Note: n = 147 SOE ownership evaluated interventions (73 DPO, 47 IPF, 14 IFC IS, 10 IFC AS, and 3 Multi-

lateral Investment Guarantee Agency); 137 corporate governance evaluated interventions (88 DPO, 41 

IPF, 6 IFC IS, and 2 IFC AS); 136 business and operations evaluated interventions (30 DPO, 89 IPF, 9 IFC 

IS, and 2 IFC AS); 22 fiscal policy evaluated interventions (19 DPO and 3 IPF); and 244 competition and 

regulation evaluated interventions (129 DPO, 94 IPF, 15 IFC IS, and 6 IFC AS). DPO = development policy 

operation; IEG = Independent Evaluation Group; IFC AS = International Finance Corporation advisory ser-

vices; IFC IS = International Finance Corporation investment services; IPF = investment project financing; 

PFM = public financial management; SOE = state-owned enterprise.
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IFC investment operations were significantly more successful at pursuing 
ownership reforms than they were in other areas but also had a high average 
success rate for the small number of corporate governance reforms evaluat-
ed. Advisory services had a higher average success rate in ownership, corpo-
rate governance, and competition and regulation, but with small numbers of 
evaluated projects for which statistical significance could not be compared. 
Although overall Bank Group privatization support was highly successful 
in both the energy and financial sectors, corporate governance reform was 
highly successful only in the financial sector (85 percent) and had a weaker 
record in the energy sector (62 percent).

The Bank Group’s success rate for development bank SOE reform interven-
tions (77 percent) exceeded that for commercial bank SOE reform interven-
tions (69 percent). However, the Bank Group overall engages far more with 
state-owned commercial banks than it does with state-owned development 
banks. For example, IFC successfully financed the turnaround and further 
privatization of Pakistan’s largest bank, Habib Bank Limited, through a 
$50 million loan and a $50 million equity investment. IFC supplemented 
this with advisory services (training) to strengthen staff and managerial 
capacity. Bank Group engagement with nonbank financial institutions is 
limited. World Bank investment projects supporting commercial state-
owned bank reform fare poorly (61 percent success rate), but DPOs perform 
better (74 percent success rate). The reverse pattern holds for state-owned 
development banks: investment operations fare well (90 percent) and DPOs 
poorly (50 percent). For both categories of state-owned banks, support for 
business and operations was the most common, including support for risk 
management, product service improvement, and human resource man-
agement. Of 265 non-ASA financial sector SOFI interventions, 9 supported 
privatization of commercial banks, and 7 more supported privatization of 
other financial institutions. Eight ASA interventions of the 116 identified 
supported privatization.

In the power sector, SOE reforms were the most effective in the transmis-
sion and distribution sectors, followed by power generation; those dealing 
with extractive industries (petroleum, gas, and mining) were successful only 
half the time (box 2.1). IEG’s 2019 synthesis of findings on utility reform 
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found that in the power sector, investment projects were more successful 
than DPOs at improving the overall financial performance of electric power 
utilities, but DPOs were more effective at influencing tariff adjustments. In 
power, IFC enjoyed substantial success in both investment services (88 per-
cent) and advisory services (78 percent).

Box 2.1. �Bank Group Engagement in Extractive Industries State-Owned 

Enterprise Reform

The oil, gas, and mining sector faces a unique set of environmental, social, and eco-

nomic challenges and has a wide range of stakeholders (appendix E). State control is 

prevalent in the oil and gas sector, owning about 90 percent of reserves and 55 per-

cent of production. In mining, state-owned enterprises have historically been less 

influential. The performance of national oil companies varies substantially according to 

state goals, geology, government interactions with the oil companies, and manage-

ment strategy. Managerial and technical capacities are important to value creation.

Country case studies highlight interventions in the Arab Republic of Egypt, Kenya, Mo-

zambique, Serbia, Ukraine, and Vietnam. Those in Egypt, Kenya, Ukraine, and Vietnam 

addressed improving the supply, prices, and reliability of natural gas or electricity sup-

ply. In Mozambique, reforms supported mining industry compliance with the Extractive 

Industries Transparency Initiative.

Overall, the Independent Evaluation Group’s portfolio analysis identified 65 state-

owned enterprise reform interventions through 34 projects. The majority (94 percent) 

are upstream World Bank lending interventions in oil and gas. Sub-Saharan Africa has 

more projects but less success (56 percent) than most other Regions. Success factors 

include client commitment, project design, and supervision. Negative factors include 

external shocks, weak monitoring and evaluation, insufficient public sector capacity, 

design issues (for example, complexity), and lack of client commitment.

Sources: NRGI 2019; Wolf 2009; Independent Evaluation Group deep dive on state-owned enterprise 

reform in extractive industries.

IEG’s in-depth reviews and literature review yield evidence of SOE reform 
success in three of the five reform types: privatization, corporate governance 
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reform, and competition (unfortunately, this literature sheds little system-
atic light on the other areas of SOE reform). The literature consistently 
finds superior performance of private and privatized companies over public 
companies in both the energy and financial sectors and has especially neg-
ative findings about state-owned commercial banks. Multiple national and 
cross-national studies have shown the benefits of privatization (appendix G). 
A comprehensive literature review found that the studies focusing on before 
and after performance of privatized SOEs evidenced “significant improve-
ments after companies are divested” (Megginson 2017, 1). It also found that 
China’s model (a socialist market economy based on a prominent role of 
public ownership and state-owned enterprises) evidenced “abysmal relative 
performance of state-controlled versus private firms in key industries—espe-
cially petroleum, banking, and technology” (50). On corporate governance, a 
small number of national studies of reforms have found that there were ben-
efits to SOE performance but also that implementation of reforms is often 
incomplete. On competition, the literature shows that enhanced competition 
improves SOE performance in both the financial and power sectors on its 
own and as a complement to other reforms.

In the banking sector, research repeatedly finds that state-owned commer-
cial banks perform poorly relative to private commercial banks (appendix G). 
There is “little evidence that government bank ownership provides substan-
tial benefits (relative to other types of ownership) to the banking sector, the 
real economy, or users of banking services, especially in developing coun-
tries” (Cull, Pería, and Verrier 2018). Ho, Lin, and Tsai (2016) find that, for 
39 countries, privatized banks outperform nonprivatized banks, that this 
benefit is larger in developing than in developed countries, and that good 
governance benefits privatization in developing countries. There is some ev-
idence that well-managed state-owned development banks can direct credit 
to areas of policy priorities and benefit from a clear yet flexible mandate, 
adequate regulation and supervision, effective corporate governance and 
management, financial sustainability, and regular performance assessment 
(Abraham and Schmukler 2017). State-owned banks played a more positive 
role in countercyclical credit provision or, to be precise, were less procyclical 
in some countries than were private banks (Cull, Pería, and Verrier 2018). 
However, evidence is mostly negative regarding government ownership’s 
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effects on bank competition, efficiency, and the stability of financial systems. 
There are mixed results on financial access. One study found that “women 
are more likely to be excluded from the financial sector where... state-owned 
banks have a bigger share in the banking system” (Morsy 2020).

Bank research has found that client country bank performance usually im-
proved after privatization (Clarke, Cull, and Shirley 2005). The privatizations 
of Uganda Commercial Bank and the South African Stanbic Bank improved 
profitability and financial access (Rabiei and Rezaie 2013). A cross-country 
study in Southeast Asia and a panel of 22 developing countries found that 
bank privatization raises bank profitability and efficiency over time, even 
when the acquirer is a foreign bank (Boubakri et al. 2005; Williams and 
Nguyen 2005).

In the power sector, the World Bank’s research finds that “governance scores 
tend to be systematically higher for private utilities” (Foster and Rana 2020, 
12). The efficiency of privatized utilities is “on par with the top half of per-
formers among public utilities.” Only privatized utilities ever achieve full 
capital cost recovery. However, this research cautions that privatization of 
distribution utilities is rare and should be pursued only when enabling con-
ditions are met, including adequate functioning of the utility and a strong 
authorizing environment (Foster and Rana 2020, 14).

Rigorous evidence of the effectiveness of corporate governance reforms comes 
only from national studies. For example, Heo (2018) finds a positive relation-
ship between financial performance and board size and transparency and dis-
closure for 320 Korean SOEs. For Lithuanian SOEs, Jurkonis, Merkliopas, and 
Kyga (2016) find that management and board independence relate positively 
to returns on equity. Rudolph (2009), analyzing four well-performing SOFIs in 
Canada, Chile, Finland, and South Africa, finds that they share an efficiency 
and profitability objective that shareholders measure regularly, professional 
and qualified senior management, proper risk management systems, and inde-
pendence from government in their financing.

Whatever the theoretical power of corporate governance reforms for SOEs, 
their realization is often incomplete. The 2019 World Bank power sector re-
form flagship report finds evidence that good governance practices are strong-
ly associated with improvements in cost recovery and operational efficiency 
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of distribution utilities, but it also finds “a significant governance gap between 
corporatized public utilities and privatized ones. Also, public utilities practice 
better governance when they coexist alongside private utilities” (World Bank 
2019b). Areas in which public utilities lag include lack of autonomy in deci-
sion-making on matters of finance and human resources, considerable inter-
ference in the appointment and removal of board members, shortcomings in 
the rigor of accounting practices, and more lax human resource practices, with 
less ability to reward good performers and fire bad ones.

There is strong evidence that competition improves SOE performance in 
both the power and financial sectors. An econometric assessment of power 
sector data for 36 developing and transition countries over 18 years found 
that economic performance gains arose mainly from the introduction of 
competition (Zhang, Parker, and Kirkpatrick 2008). Privatization or regulato-
ry reforms were less effective without a competitive market. In the financial 
sector, the negative effects of bank concentration on firms’ access to credit 
are stronger in countries with higher shares of state bank ownership (Beck, 
Demirgüç-Kunt, and Maksimovic 2004). The benefits of bank privatization 
are greater when they take place in more competitive environments (Clarke, 
Cull, and Shirley 2005).

Factors of Success and Failure at the 
Country and Project Levels
Several factors at the country and project levels are predictive of interven-
tion success—some within the Bank Group’s control and some outside of it.1 
IEG’s review of micro evaluative evidence from 294 projects and 671 inter-
ventions indicates several internal factors (those under the Bank Group’s 
control) and several external factors (those beyond its direct control) that 
are most commonly identified as explaining success or failure (figure 2.3). 
The leading internal factors include project design and supervision, the 
monitoring and evaluation (M&E) framework, and sequencing (including 
the availability of prior analytic work). The most common external factors 
are client commitment, collaboration with other donors and external actors, 
political economy, client capacity, agency coordination factors, and shocks. 
Client commitment and design quality are important across World Bank and 
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IFC instruments, but supervision is a more common factor for IFC invest-
ment services, and political economy and agency coordination are more 
common factors for IFC advisory services. For IFC investments, identification 
of risks at appraisal is especially important.

Figure 2.3. �Factors of Success and Failure for World Bank lending and 

IFC IS and AS

Source: Independent Evaluation Group portfolio review and analysis.

Note: Based on 857 factors identified for 294 evaluated projects. The projects can have multiple factors 

of success or failure. Excludes the Multilateral Investment Guarantee Agency. Percentages may not add 

up to 100 due to rounding. IFC AS = International Finance Corporation advisory services; IFC IS = Interna-

tional Finance Corporation investment services; M&E = monitoring and evaluation.

Design quality and client commitment are frequently identified as success 
factors across all five types of SOE reform support, although the frequency of 
other factors varies by area (figure 2.4). For example, risk at appraisal is more 
likely to be a factor in PFM and in fiscal (for the World Bank) and corporate 
governance reforms (for IFC and the World Bank), and supervision is rela-
tively more important for privatization and ownership reform.
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Figure 2.4. �Frequency of Success and Failure Factors by SOE  

Reform Type

Source: Independent Evaluation Group portfolio review and analysis.

Note: Percentages may not add up to 100 due to rounding. M&E = monitoring and evaluation; PFM = public 

financial management; SOE = state-owned enterprise.

Business and operational reforms are relatively more sensitive to issues of 
agency coordination and political economy, and it is for these reforms that 
design and supervision issues are most likely to matter. Client commitment 
is a more frequent factor for both privatization and corporate governance 
reform than for other reform types.

At the country level, control of corruption is strongly associated with SOE 
reform success. Other things being equal, a country with high control of 
corruption is more than twice as likely to see SOE reform intervention 
success as one with low control of corruption. In conditions of weak public 
governance, it is more difficult to strengthen the governance, regulation, or 
performance of public enterprises.
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The marginal effect of weak control of corruption is large, but in practice, 
several factors mitigate its negative influence on success. In the evaluated 
portfolio, the success rate for countries with low control of corruption is 
about 67 percent, but it is 76 percent for those with high control of corrup-
tion. Given the Bank Group’s commitment to engage in all client countries, it 
is not surprising that a significant minority of projects are in countries with 
characteristics predictive of a lower level of success. Overall, 26 percent of 
the identified portfolio was in countries with low control of corruption.

Corruption powerfully undermines performance. In Ukraine, for example, the 
Country Partnership Framework FY17–21 review and the case study found a 
widespread challenge of corruption and state capture impeding SOE reform 
progress. The Organisation for Economic Co-operation and Development 
reported that by June 2018, more than 194 of the National Anti-Corruption 
Bureau’s 793 criminal proceedings dealt with about 50 SOEs and their offi-
cials. In Kenya, petty corruption among the field staff responsible for install-
ing and reading meters reportedly frustrated efforts to stem power system 
losses, at least in part. The Vietnam case study found that cross-ownership 
among banks was a significant problem, opening the door to corruption and 
conflicts of interest. In Bangladesh, weak governance allowed huge banking 
scandals that wracked state-owned commercial banks (box 2.2).2

Box 2.2. The Sonali-Hallmark Scandal in Bangladesh

The Sonali-Hallmark scandal was one of several that plagued the state-owned com-

mercial bank system after the World Bank–supported drive for strengthened corporate 

governance, privatization, and better oversight was abandoned in 2009. A single branch 

of Sonali Bank gave loans valued at about $454 million based on fraudulent documents. 

Fraudulent letters of credit to fictitious companies, combined with collusion or inaction 

by the Sonali Bank Board and the Bank of Bangladesh, enabled massive fraud. In 2014, 

Sonali Bank was reported to have a nonperforming loan ratio of 37 percent. Loans were 

assessed not according to their business potential, but with an eye toward “the influence 

or the connections of the person” asking for credit. Observers noted a strong incidence 

of default for loans approved by party-connected bank directors.

Sources: Allchin 2016; Economist 2014.
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IEG analyzed successful projects in countries with weak control of corrup-
tion and found that they shared features that may mitigate adverse country 
conditions, thus improving their chance of success. These features include 
the internal factors of simple, selective, and flexible project design; prior 
analytic work;3 and strong supervision. Externally, they include strong client 
commitment and collaboration with external actors and donors. These fac-
tors combined explain the relatively high success rate (68 percent) of Bank 
Group projects in countries with low control of corruption. For example, the 
$150 million Guatemala financial sector adjustment loan (evaluated in FY08) 
largely succeeded in its sector reform objectives. Rooted in a prior Financial 
Sector Assessment Program, it was accompanied by technical analysis and 
support through active supervision. Continuous policy dialogue was key to 
maintaining government commitment through two administrations. IFC’s 
Zalkar Bank privatization project (592127) in the Kyrgyz Republic (approved 
in FY12) achieved its objective to support a bank privatization. IFC identi-
fied a buyer capable of implementing a restructuring plan to improve Zalkar 
Bank’s financial and operational performance. The project benefited from a 
flexible design that was well adapted to local circumstances as well as strong 
supervision by a well-composed team that included the local knowledge 
needed to navigate local regulatory requirements. Collaboration with exter-
nal actors (including the International Monetary Fund) enhanced the gov-
ernment’s commitment to implement recommendations.

External Factors of Success
Five factors at the project level not directly controlled by the Bank Group 
(though potentially influenced by it) are strongly associated with the success 
of SOE reform interventions:

	» Client commitment to the reforms and reform activities;

	» Coordination among donors and other stakeholders;

	» Client institutional capacity and coordination;

	» Political economy (which can work for or against reforms, whereas vested 

interests often frustrate them); and
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	» External shocks, whether natural or human made, posing both obstacles and 

opportunities.

Client commitment underpinned success in multiple countries, including 
sustained periods of power sector reform motivated by strong government 
commitment to improving power supply and expanding or universalizing ac-
cess to electricity. Underlying government commitment helped drive reforms 
in the Arab Republic of Egypt, Kenya, and Vietnam. In Vietnam, government 
commitment to rural electrification became the basis for sector reform. In 
Mozambique, there was strong ownership of the reform program under the 
sixth, seventh, and eighth PRSCs, and a proactive government stance led to 
progress in applying the Extractive Industries Transparency Initiative. IFC 
benefited from client commitment with the 2008 Philippines Olongapo Power 
project, its first successful PPP transaction with a municipality. The City of 
Olongapo had demonstrated its support for a PPP by launching a previous 
tender (though unsuccessful), securing necessary central government approv-
als to implement a PPP, and committing $130,000 in fees to IFC to cover staff 
and travel expenses.

Results suffered where client commitment was inconsistent, as seen in the 
case studies of Bangladesh, Egypt, Kenya, Serbia, and Ukraine (appendix F). 
For example, in Ukraine, commitment to the implementation of corporate 
governance reforms in SOEs waned as the 2014 crisis receded. However, with 
the support of the World Bank and other international financial institutions, 
the government prepared a state-owned bank strategy and road map to im-
prove state-owned bank governance, though implementation progress was 
slow and limited. In the energy sector, a supervisory board was established in 
2015 to strengthen corporate governance for the SOE giant Naftogaz. Super-
visory board members resigned by 2017, citing the government’s attempts 
to block reform of the company. The government later amended the board’s 
charter to reduce its power. Bangladesh’s lack of commitment to financial 
sector reform after 2009 undermined corporate governance reforms intro-
duced with World Bank support in the first decade of the 2000s. In Serbia, a 
changing government agenda challenged the effectiveness of an IFC invest-
ment and advisory project. A new government in 2013 wanted to cancel pri-
vatization of a key state-owned bank, Komercijalna Banka ad Beograd. Long 
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negotiations managed to restore the agenda with a new timetable, contend-
ing with political influence on many levels, and leading to the conclusion of 
a deal for its sale in early 2020.

Strong and durable coordination among donors contributes to effectiveness, 
allowing donors to work in complementary support of reform and leverage 
one another’s resources and influence. Ukraine saw strong donor coordina-
tion in 2014 in both sectors, but this had eroded in the gas sector by 2019. In 
Vietnam, donors engaged in a formal consultative group and business forum, 
and 14 development partners supported the 10-year PRSC series. Vietnam’s 
power sector has seen remarkable success, including achieving universal 
access to electricity and growth (and improved efficiency and cost recov-
ery) to become the second-largest power system in Southeast Asia, with the 
expectation that it will soon become the largest. Donor support, led by the 
Bank Group, also involved major support from the Asian Development Bank 
and financing from the Japan International Cooperation Agency and the 
German Bank for Reconstruction. In Bangladesh and Kenya, the World Bank 
led energy sector donor coordination bodies over key periods. Ukraine and 
Serbia both sought alignment with the European Union (EU) Energy Package. 
Serbia’s EU accession drive led to de facto donor coordination. In Ukraine, 
deposit insurance was part of a broader package involving the International 
Monetary Fund and the European Bank for Reconstruction and Development 
to reform the banking sector, wherein donors often conducted missions 
jointly. Conversely, in Kenya, other donors’ support for a large wind power 
project impeded least-cost planning and the utilities’ financial viability. The 
econometric analysis confirms that coordination with other donors and part-
ners is a significant component predicting success.

High public sector institutional capacity aids development effectiveness in 
SOE reform projects. For example, IEG’s review of the Serbia Country Part-
nership Strategy for 2008–11 found that in a period of harmonization with 
the EU, implementation lagged legislation as capacity was built. “When 
projects are housed with strong institutions, it can take time to reach ini-
tial agreement, but prospects for successful implementation are high. Weak 
institutions are less likely to implement agreements even if there is a high 
level of formal ownership” (World Bank 2012b). Portfolio analysis of evalu-
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ated projects indicates that weak public sector institutional capacity often 
appeared as a negative factor and was the third most frequently identified 
external factor in project evaluations.

Weak coordination among clients’ agencies could hinder projects. Complex 
management with multiple government stakeholders yielded coordination 
challenges and overlaps in authority. In Kenya, IEG’s case study found that 
while the World Bank was working to build regulatory capacity in the Ministry 
of Petroleum, new legislation transferred regulatory authority to the Ministry 
of Energy. In Bangladesh, the Ministry of Finance inserted itself between state-
owned commercial banks and the Bank of Bangladesh, weakening the financial 
sector regulator’s oversight authority. In Ukraine, multiple rival government 
committees played a role in energy sector reform, which complicated deci-
sion-making. For example, the transfer of the state-owned electric transmis-
sion company, UkrEnergo, from the Ministry of Energy and Coal Industries to 
the Ministry of Finance in late 2018 delayed key approvals and payments.

Political economy factors influencing projects included shifts in commit-
ment arising from political considerations, opposition from vested interests, 
and a variety of political difficulties caused by electoral cycles and regime 
change. IEG’s SOFI deep dive (summarized in appendix E) found that coun-
tries such as Bangladesh, Egypt, and Indonesia have signaled their intent 
to privatize state-owned banks but later halted efforts because of internal 
political constraints. One route of political economy influence is public en-
gagement, which can either broaden ownership of reforms or diffuse opposi-
tion. In Egypt, for example, when residents opposed construction of a power 
plant because of misinformation, rumors, and implementation missteps, the 
Bank Group reacted swiftly through an extensive public awareness cam-
paign, offering jobs in construction projects to the community members and 
holding several conferences in the Giza North and Cairo areas. This allowed 
implementation to move forward. However, the overall level of the World 
Bank’s public outreach on SOE reform was found to be inconsistent, with 
considerable potential to raise engagement.

Vested interests can assert themselves in a wide variety of ways, rang-
ing from subtle internal resistance in SOEs to overt legislative action. In 
Ukraine, for example, the opposition of affected oligarchs frustrated finan-
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cial sector reforms and the resolution of nonperforming loans. One major 
impact occurred when they influenced the courts to reverse the nationaliza-
tion of PrivatBank—billions of dollars of public resources had been used to 
nationalize and recapitalize the bank to protect the financial system’s sta-
bility. The court ruling would transfer these resources to the private owner, 
whose actions had necessitated the bailout. In both Bangladesh and Kenya, 
exceptions at times granted to vested interests disrupted least-cost planning 
and the competitive award of contracts to independent power producers. 
In Kenya, near-textbook arrangements for corporatization and corporate 
governance of the power utilities suggested independence of the boards and 
the regulator. However, in the 2017 election cycle, the government (mindful 
of politics) reportedly pressured Kenya Power to continue a high rate of rural 
connections (more than 1 million)—despite a fiscal shortfall that prevented a 
promised budgetary allocation—and pressured the regulator to not increase 
electricity tariffs. The result was a sectorwide solvency crisis with ripple ef-
fects from distribution to generation to transmission. IEG’s literature review 
further documents how electoral cycles can influence SOFI activity.4

External shocks, whether natural or human made, can create opportunity by 
compelling action, but they can also hinder reforms. In Ukraine, for example, 
the 2008 global financial crisis, the 2014 conflict with the Russian Federa-
tion, and the ensuing civil conflict created windows for reforming financial 
sector SOEs, although momentum was lost a few years later. In Egypt and 
Kenya, electricity supply crises drove greater engagement. Conversely, the 
2011 Egyptian revolution disrupted the World Bank’s SOE reform engage-
ment. In one specification, the econometrics found that external shocks are a 
negative predictor of success.

Internal Factors of Success
Factors under the Bank Group’s direct control are of strong interest because 
they are most subject to improvement through Bank Group attention and 
action. Four such internal factors directly controlled by the Bank Group are 
strongly associated with successful SOE reform interventions:

	» Project design, including the appropriate choice of instrument, adaptation to 

local conditions, and simplicity;
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	» Supervision, including having in-country expertise during project implemen-

tation (especially for investment projects);

	» A strong results framework with active M&E; and

	» Sequencing and complementarity of interventions, including the link of ac-

tivities to prior analytic work and internal collaboration.

Choice of instrument was cited in 23 cases as a factor of success or failure. 
In most cases, it was a positive influence because the instruments chosen 
responded to country needs, were strategic, and combined financing and 
technical assistance. IEG’s recent utility reform synthesis report finds that 
the relatively long implementation periods of investment projects allow 
more time for hands-on operational support and corrective measures in the 
process (World Bank 2020b). Conversely, the synthesis found that DPOs, with 
their financing contingent on policy reform, were more effective than invest-
ment projects at influencing tariff adjustments (71 percent versus 55 percent 
success). Programmatic DPOs achieved better outcomes in utility financial 
recovery than one-off DPOs, which were found to suffer from complexity, 
overdesign, and an insufficient time frame for implementation. The econo-
metric analysis did not indicate that any one instrument was systematically 
more successful, but one specification did confirm that the correct choice of 
instrument was a predictor of success.

Flexibility and adaptation of design to capacity were frequently identified 
as factors associated with successful development outcomes in SOE reform 
projects. The Bank Group’s country-driven model is responsive to crises, 
adapts to differences in client capacity and priorities, and allows the Bank 
Group to leverage service delivery goals to reform SOEs. Crises pose both 
a danger and an opportunity regarding SOE reform. Shocks are negatively 
associated with project success, yet they often provide an opening for reform 
progress. In banking, over the evaluation period, the World Bank responded 
twice to crises in Ukraine: after the global financial crisis of 2008 and again 
after the Russian-Ukrainian conflict beginning in 2014. In between, client 
demand for reform was weak, but each crisis brought new commitment and 
some progress. In energy, case studies showed high Bank Group responsive-
ness in Bangladesh, Kenya, and Ukraine when they confronted serious power 
shortages, and in each case, the response included measures advancing SOE 
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reform. In Ukraine, the World Bank provided timely support to the gas sector 
to address supply uncertainty, diversify sources, and build storage reserves. 
In Mozambique, when discovery of undisclosed SOE liabilities sparked a fiscal 
crisis in 2016, the World Bank responded with a program to strengthen public 
investment and fiscal management, addressing SOE debt and fiscal risks.

Adaptability has meant that in several cases where client sectoral capacity 
or commitment was initially low, the Bank Group has shown an ability to 
engage over the long term to enhance it. In the power sectors in Bangladesh 
and Vietnam and in China’s financial sector, capacity and shared under-
standings were built over time (box 2.3). Long-term engagement and mobi-
lization of multiple complementary and sequential instruments have helped 
build capacity and Bank Group credibility. In some cases, the Bank Group 
leverages its efforts through both internal and external coordination.

Flexibility in adapting to lower client capacity can yield long-term results. 
In Mozambique, for example, the World Bank’s support for power sector 
reform originally aimed at unbundling the state power utility, Electricidade 
de Moçambique, with a separate transmission company and a newly created 
private market for distribution and generation. Progress was slow, and when 
new research signaled that unbundling was not the best course for low-ca-
pacity countries with small power sectors, the World Bank dropped unbun-
dling and shifted its focus to increasing the role and effectiveness of the 
nascent national electricity regulator, Conselho Nacional de Electricidade, 
particularly in monitoring Electricidade de Moçambique.

The country economic model allows the Bank Group to adapt to some markedly 
different client priorities. In Vietnam, for example, the government has main-
tained ownership and control of thousands of SOEs, including the four largest 
banks, which make up almost half of total sector assets. Despite the political 
infeasibility of privatizing large state banks, the Bank Group has remained en-
gaged with a large SOE reform program across the financial and energy sectors. 
With mixed effect, the World Bank has been able to engage (including through 
major analytic work) on work to separate regulation from ownership, strength-
en the legal and institutional foundations of financial markets, and enhance 
regulation and stability. In energy, the World Bank worked with the government 
on unbundling in the power sector gradually as part of its efforts to improve 
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sector performance and achieve universal electricity access. However, import-
ant differences between the World Bank and the government have remained on 
the pace of reforms and on pricing mechanisms.

In contrast to Vietnam, Serbia was aggressively pursuing a more orthodox 
set of reforms and EU accession, and the Bank Group mobilized to support 
its agenda. For example, IFC invested in two state-owned banks (Čačans-
ka Banka and Komercijalna Banka ad Beograd). IFC aimed to strengthen 
Čačanska Banka’s capital base through a capital increase, improve its com-
petitive position, enable it to bear likely stresses, and support its lending to 
the small and medium enterprise segment alongside the European Bank for 
Reconstruction and Development, all to facilitate privatization. IEG’s case 
study found that IFC had contributed as a shareholder to improving the cor-
porate governance of the two state-owned banks. In 2015, a majority share of 
Čačanska Banka was sold to a Turkish banking group.

One important entry point for the Bank Group on SOE reform is client desire 
to improve the quantity, quality, and consistency of service delivery. This 
is an explicit objective of 22 percent of SOE reform interventions that IEG 
reviewed (the second most common). However, engaging adaptably often 
achieves further SOE reform. With multiple power utilities, the Bank Group’s 
support for improved generation eased discussions of reforms to regulation, 
institutions, and operations reforms and private participation. For exam-
ple, Vietnam prioritized rapid expansion of citizen access to electricity, so 
the World Bank’s support facilitated trust and broader conversations about 
utility reform. In the Bangladesh, Kenya, and Ukraine case studies, IEG found 
that severe deficiencies in power availability and reliability, along with ambi-
tious access goals, increased willingness to partner with the Bank Group.

If adaptability is often a benefit, complex project designs undermine effec-
tiveness, potentially overwhelming both client capacity and World Bank 
supervisory capacity. This problem appeared only in World Bank projects, 
which tend to have multiple components. In Kenya, for example, an effort 
to address the needs of an emerging extractive sector in energy compre-
hensively resulted in a highly complex project. The $50 million 2014 Kenya 
Petroleum Technical Assistance Project originally included 11 project com-
ponents or subcomponents and three project implementation units, which 
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had to engage with 21 counterpart executive agencies. At midterm, when it 
was only 19 percent disbursed, the project had to be restructured to simplify 
it and reduce the implementation agencies to one project implementation 
unit. Another example is the $250 million 2004 Enterprise Reform and Bank 
Modernization Project (P081969) in Bangladesh. This project was faulted 
in IEG’s Implementation Completion and Results Report Review for com-
bining too many elements into a single project. Early attention focused on 
privatization of manufacturing industries (especially jute mills), with a loss 
of focus on state-owned commercial bank privatization, which the project 
also supported. A separate operation might have handled addressing state-
owned bank privatization better, and by the project’s end, the window for 
reform had closed. In Ukraine, IEG found that a World Bank investment loan 
became too complex when it added substantial energy sector policy reform 
objectives. “Combining an ambitious sector reform program with signifi-
cant investment activities in a fragile political economy carries high risks” 
(World Bank 2017e). In the Democratic Republic of Congo, a component of 
the $120 million Private Sector Development and Competitiveness Project 
(2003) on SOE reform was found to be too ambitious given the limited re-
sources allocated, the weak client capacity, and the politically fragile envi-
ronment.

Supervision is important to success, and having country and regional office 
experts on site helps. In the power sector in Bangladesh and Kenya and in 
Ukraine’s financial sector, on-site experts forged trust and partnership over 
longer tenures, reducing transaction costs and strengthening implementa-
tion and oversight. For IFC, evaluation showed that its success in supporting 
the initial public offering (privatization) of the geothermal energy company 
Energy Development Corporation in 2007 was enabled by a project team that 
included experienced local business developers with strong client relation-
ship skills, and officers with power sector, corporate governance, and SOE 
knowledge and strong processing capabilities. However, experts not located 
on site sometimes faced problems, such as in supporting the Extractive In-
dustries Transparency Initiative in Ukraine. Positive aspects of team compo-
sition include strong local presence, necessary skills (or ready access to tech-
nical guidance), and continuity in project teams and supervision. Negative 
aspects of team composition include a high turnover of task team leaders, 
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lack of adequate expertise in project teams, and delayed establishment of the 
project implementation unit. For example, the quality of supervision for the 
Mali Energy Support Project suffered from high turnover of task teams and 
the fact that most task team leaders were located in Washington, DC, instead 
of in the field (World Bank 2019b). The econometric analysis supports the 
predictive power of team composition (a combination of expertise, experi-
ence, and stability) as a predictor of success.

Projects in which M&E frameworks contributed to success had a clear state-
ment of objectives and indicators that captured the achievement of the proj-
ect’s development objectives. Such projects had well-specified actions, clear 
and monitorable outcome indicators, baseline and target values, and sources 
of information for tracking progress. For example, after restructuring, the 
modified indicators for the Zambia Increased Access to Electricity Services 
Project were found to be appropriately linked to the objectives and properly 
designed to monitor progress toward the project objectives. Furthermore, 
the M&E framework was useful to monitor progress and aided project refine-
ment over the course of implementation (World Bank 2016c).

Poor M&E design (including results frameworks) undermined effectiveness. 
The portfolio review yields many examples of where effectiveness was con-
strained by projects failing to do the following: incorporate relevant quanti-
tative indicators into the Project Appraisal Document for tracking the prog-
ress of projects, have consistent indicators over the life of the project and 
across similar projects, generate baseline data, establish a clear relationship 
between project activities and outcome indicators, report only outcomes 
attributable to the project, or effectively monitor or recalibrate indicators 
to reflect project changes. For example, the 2006 China Economic Reform 
Implementation Project lacked well-defined and measurable outcome indi-
cators that could be monitored to facilitate project implementation. It failed 
to establish targets for its outcome indicators and monitor outcomes at 
the subproject level. Thus, the lack of relevant monitoring information was 
found to have impeded a midcourse correction during supervision. For the 
Ghana 2006 Economic Management Capacity Building Project ($50 million), 
the lack of a clear relationship between project activities and the outcome 
indicators made it difficult to see if the project was making adequate prog-
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ress. In IFC’s 2011 project investing $307 million in VietinBank for small and 
medium enterprise banking and risk management, evaluation found that 
the M&E framework did not incorporate relevant indicators to track project 
results and performance against project objectives for the risk management 
component. The econometric analysis confirmed the significance of a good 
M&E framework as a predictor of intervention success (appendix D).

Sequential and complementary interventions aid success. Sequential engage-
ments involving financing and technical and analytic support built institu-
tional and physical capacity, and the trust of underlying relationships carried 
reform momentum through difficult periods.5 The econometric analysis con-
firmed that sequencing can be a significant predictor of intervention success. 
The case studies exemplify the benefits of sequenced and complementary 
engagements (box 2.3). In Kenya, for example, sequential engagements in the 
power sector supported broad reform, including upstream support of sectoral 
policy and planning; construction and rehabilitation of generation, transmis-
sion, and distribution infrastructure; capacity-building assistance to utilities, 
including improvement of their corporate governance; and strengthening of 
financing and the ability of state-owned utilities to attract long-term private 
capital to refinance short-term debt (see Kenya case study, appendix F).

Box 2.3. �Sequencing and Complementarity to Build Credibility  

and Capacity

The World Bank Group strategies and programs in Bangladesh’s power sector were 

aligned with successive government five-year plans. From at least 2004, the Bank 

Group engaged in unbundling and building technical capacity through financing and 

technical assistance. This covered regulation, generation, transmission, and distri-

bution. The World Bank also supported the Power Cell, which channeled technical, 

planning, and coordination support to government while facilitating the role of private 

power producers. The Power Cell is an acknowledged success, and the client owns it 

fully. The regulator, Bangladesh Energy Regulatory Commission, has benefited from 

Bank Group support since its creation. The World Bank, the International Finance Cor-

poration (IFC), and the Multilateral Investment Guarantee Agency were all involved in a 

Cascade-type approach in supporting independent power providers. Over time, sector 

(continued)
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performance improved through reduced losses, reduced arrears, and an elimination 

of the energy gap. The Bank Group became a trusted partner in energy state-owned 

enterprise (SOE) reform through its expertise in the field, access to global expertise, 

long-standing relationships with key government agencies, coordination of donors, 

and consistent policy view.

In Vietnam’s power sector, the Bank Group engaged comprehensively in all aspects 

of the power sector (rural electrification, generation, transmission, distribution, load 

dispatch, renewables, development of wholesale and retail power markets, regula-

tory aspects, and SOE reform). The credibility and trust generated enabled the Bank 

Group to support the government in sequencing sectorwide reform. The Bank Group 

tapped a wide range of instruments to support SOE reform in both the energy and 

financial sectors, including seven Poverty Reduction Support Credits, three Economic 

Management and Competitiveness Credits, three power sector development policy 

operations, an energy sector loan, and four financial sector lending projects, along 

with significant analytical work. IFC engagement included four advisory services and 

one investment project in the financial sector. The Multilateral Investment Guarantee 

Agency provided a guarantee for a hydropower project.

China’s financial sector saw complementary support by IFC (piloting state bank privat-

izations downstream) and the World Bank (knowledge generation, including flagship 

policy reports; joint studies; policy dialogue; and technical assistance). When the gov-

ernment chose to partner with IFC, IFC created models meant to have demonstration 

effects. IFC investments in the first decade of the 2000s supported the privatization or 

restructuring of three SOEs, and a focus on frontier regions contributed to increasing 

foreign direct investment flows. IFC worked to attract private investment to diversify 

state-owned financial institution ownership, also providing advisory services on insol-

vency and corporate governance. IFC investments and involvement in investee boards 

supported good corporate governance practices.

Source: Independent Evaluation Group case studies (see appendix F).

Box 2.3. �Sequencing and Complementarity to Build Credibility  

and Capacity (continued)
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Analytic work before financing interventions figures prominently in se-
quencing and is the second most common factor of success or failure that 
project evaluations identified. The Bank Group has a plethora of analytic 
products producing findings relevant to SOE reform (box 2.4). Beyond in-
forming operations, the Bangladesh and Ukraine case studies reveal that 
even where reforms stalled and the World Bank disengaged financially for 
a period, an ongoing program of analytic work in each case kept the World 
Bank current and offered a basis for reforms once conditions allowed. In 
most of the case studies, the Bank Group’s ability to share relevant knowl-
edge arising from analytic work was a key source of comparative advantage 
among donors.

In Serbia, a decade of sequential and complementary support built a strong 
partnership on SOE reform. The Bank Group supported the Serbian govern-
ment in reforming commercial SOEs for more than a decade and was one of 
the government’s few trusted partners. World Bank projects supported SOE 
restructuring, privatization, and improved corporate governance. IFC adviso-
ry services supported corporate governance reform. IFC joined the European 
Bank for Reconstruction and Development to provide long-term financing to 
two of IFC’s state-owned bank clients to prepare them for privatization. In 
2015, one of the banks was sold, and the other, Komercijalna Banka ad Beo-
grad, continued to be reformed and is expected to be sold to a private owner 
in late 2020. Other World Bank interventions aimed to improve fiscal disci-
pline and management, reduce direct and indirect SOE subsidies, implement 
an electricity tariff adjustment, and support public expenditure reform. The 
World Bank also supported assistance to workers scheduled to be laid off in 
SOE restructuring and privatization and supported reforms in M&E, audit-
ing, worker safeguards, and environmental standards compliance. Similar 
cases were found in the power sectors in Bangladesh, Ukraine, and Vietnam 
and in China’s financial sector.

IFC has also had sequential SOE reform engagements with key clients with 
notable effects. In 2005, IFC assisted the Bank of Beijing to strengthen its 
capital base, introduce international standards and practices, become a com-
petitive regional player in the market, improve corporate governance and 
transparency, and establish an environmental and management system. The 
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project benefited from an effective integration between investment and ad-
visory services. IEG’s evaluation found that IFC placed a high regional prior-
ity on the bank and had a clear engagement plan, which it updated regularly. 
In 2007, IFC invested in a risk-sharing facility for the China Utility-Based 
Energy Efficiency Finance Program, building on the Bank of Beijing’s partic-
ipation in IFC’s sustainable finance training. The relationship team actively 
coordinated introducing the program to the World Bank. An advisory team 
provided tailored services to the Bank of Beijing headquarters and branches 
in market development, product design, technical assessment, and relation-
ship brokering with energy-efficiency vendors. In FY10, four training courses 
and three market promotions were conducted, which helped the Bank of Bei-
jing establish its capacity in energy-efficiency finance, particularly for small 
and medium enterprises.

Box 2.4. �State-Owned Enterprise Reform in World Bank Group  

Analytic Work

The Independent Evaluation Group (IEG) found substantial Bank Group analytic work 

identifying state-owned enterprise (SOE) reform priorities.

Systematic Country Diagnostics (SCDs). In a sample of 46 countries, IEG identified 

39 SCDs, and 92 percent identified SOEs as a reform priority. Ninety percent of the 

SCDs focused on energy sector SOEs, and 26 percent focused on financial sector 

SOEs. These clearly informed country strategies: for the same sample of countries, 

83 percent of Country Partnership Frameworks foresaw Bank Group work to support 

SOE reforms, mostly in sector-level regulatory framework reform and enterprise-level 

business and operational reform. SOE reform in more than one area is common.

Country Private Sector Diagnostics (CPSDs). All 10 International Finance Corporation–

World Bank Country Private Sector Diagnostics (CPSDs) that IEG reviewed addressed SOE 

reforms. This relatively new, joint International Finance Corporation–World Bank CPSD tool 

aims to inform the SCD (and thus the Country Partnership Framework) and operations by 

assessing constraints to and opportunities for private sector–led growth. The CPSDs identi-

fied SOE issues ranging from reducing crowding out within the financial sector to reforming 

the independent power producer regime and sector planning in the energy sector. Owner-

ship reforms were most frequent among the recommendations, but reforms in regulation, 
(continued)
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corporate governance, and competition were also common. Two recent CPSDs (Morocco 

and Rwanda) adopted the Markets and Competition Policy Assessment Tool’s competitive 

neutrality framework. The Morocco CPSD employs a full competitive neutrality gap analysis 

focused on SOE advantages, and the Rwanda CPSD makes competitive neutrality and 

strengthening of competition policy a key focal point.

Financial Sector Assessment Programs. Most Financial Sector Assessment Program 

reports, conducted jointly by the International Monetary Fund and the World Bank, discuss 

and make recommendations about the reform of state-owned financial institutions. The 

same sample of countries for SCDs yielded 29 Financial Sector Assessment Programs, 

three-quarters of which substantially discussed these issues and reforms, most focusing 

on state-owned commercial banks. Upstream, the greatest focus was on sector regulatory 

frameworks, governance, and ownership. Downstream, the focus was on firm ownership.

Markets and Competition Policy Assessment Tool. This tool was introduced in 2016. 

By late 2019, IEG found only seven countries and one subregion with comprehensive 

Bank Group competition analyses. This analytic work systematically addresses both 

industrial structure and competitive neutrality issues pertaining to SOEs.

SOE Corporate Governance Assessments. IEG reviewed nine SOE Corporate Gov-

ernance Assessments that followed the 2014 SOE Corporate Governance Tool with 

some variations. For example, only five of the nine addressed the first Organisation for 

Economic Co-operation and Development Corporate Governance of SOE Guidelines 

principle: the rationale for state ownership.

Integrated SOE Framework. IEG reviewed two works under the Integrated SOE 

Framework label: one for Niger and one for Sri Lanka. Substantial variations between 

the two suggest this product is still in development.

Source: Independent Evaluation Group reviews of analytic work for this evaluation.

Note: Late in the evaluation period, the World Bank introduced a new product, the Infrastructure 

Sector Assessment Program (InfraSAP), which aims to identify a mix of policy reforms and advisory 

and investment activities that would maximize commercial and private finance for infrastructure. 

However, only one relevant country study and one regional study were completed during the evalu-

ation period.

Box 2.4. �State-Owned Enterprise Reform in World Bank Group  

Analytic Work (continued)
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Collaboration among Bank Group institutions, although relatively rare, can 
provide complementary support that aids SOE reform success. Among the 
diagnostic products described in box 2.4, the CPSD, which consistently treats 
SOE reform, is a strategic tool that IFC and the World Bank produce jointly. 
CPSDs provide a shared perspective on challenges and opportunities for pri-
vate sector development (including concerning SOEs) as an input to System-
atic Country Diagnostics and Country Partnership Frameworks. The MCPAT 
is also a shared World Bank and IFC platform of analysis for regulation and 
competition.

IEG found in several case studies an operationally collaborative approach 
consistent with Cascade, under which the World Bank, IFC, and MIGA work 
to their comparative advantages. Institutional collaboration to mobilize pri-
vate financing is a key expectation raised in the MFD and Cascade approach-
es.6 The MFD and Cascade reinforce the existing World Bank Group Strategy 
calling for a “One World Bank Group” approach.7 Yet project evaluations 
identify collaboration as a factor that facilitated or constrained success in 
only 13 of 294 SOE reform projects.

Experiences in several countries show the operational promise of MFD and 
its embedded Cascade approach in power generation where Bank Group 
institutions work together to create conditions that attract private invest-
ment. For example, in Kenya, the Bank Group helped attract private invest-
ment in independent power providers through a risk mitigation package 
supported by International Development Association partial risk guarantees, 
MIGA guarantees, and IFC investment loans. This combination, together 
with IFC’s leadership in establishing a consortium of other financiers, raised 
private investors’ comfort level. The initiative stimulated the construction of 
302 megawatts of installed power generation capacity, equivalent to about 
one-quarter of total national power consumption at the time. In Bangladesh, 
IFC’s joint engagement with MIGA and the Japan International Cooperation 
Agency enabled a PPP for the Sirajganj 4 generator project. This facilitated 
construction of one of the country’s largest and most efficient gas turbine 
combined cycle power stations to address chronic energy shortages and sup-
ply instability.
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As observed in a recent IEG evaluation of joint projects, coordination re-
quires an informed perspective on both benefits and costs (World Bank 
2017f). For example, joint projects have been especially helpful in high-risk 
contexts. They have worked best where the Bank Group had a clear compar-
ative advantage and where the roles, division of labor, and responsibilities 
among the different Bank Group institutions and respective project teams 
were clear. Realistically, the costs involved for internal coordination can 
require additional resources for administration, preparation, and implemen-
tation, regardless of commitment amounts.

At a corporate level, there is no clear road map for collaboration to support 
SOE reform. The implications of MFD and the Cascade and of sector strat-
egies for how Bank Group institutions can work together to support SOE 
reform have not been spelled out. The implications of IFC’s new emphasis on 
upstream engagement to create, deepen, and expand markets bring new op-
portunities and challenges to coordination with the World Bank and MIGA.
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1  	In this chapter, the Independent Evaluation Group triangulates from multiple evidence sourc-

es on World Bank Group effectiveness and factors influencing it. These include the portfolio 

review, microevaluations, country case studies, deep dives, literature reviews, and econometric 

analysis. The portfolio analysis draws on 294 evaluated projects with 671 intervention-level 

ratings. Because World Bank advisory services and analytics has no validated results frame-

work, it does not represent a relevant evidence source. The Independent Evaluation Group 

undertook a rigorous econometric analysis to assess success factors to identify plausible ex-

planatory variables associated with the achievement of state-owned enterprise (SOE) reform 

intervention outcomes, introducing country-level control variables. The analysis was based on 

a logistic regression model that sought to identify potential predictors of SOE intervention suc-

cess. It included individual factors coded in the portfolio review and analysis, composite factors 

identified through principal component analysis, and country-level variables. The appendixes 

summarize findings from the portfolio analysis and the country case studies, econometric anal-

ysis, and country diagnostics and strategy reviews; however, they are not individually cited for 

each finding in the chapter. 

2  Imam, Jamasb, and Llorca (2019) found that in Sub-Saharan Africa, corruption reduces 

electricity sector technical efficiency and constrains efforts to increase access to electricity 

and national income. Chen et al. (2016) found that corruption is associated with underperfor-

mance of state banks. 

3  Analytical work was an important factor that influenced the positive outcome of 59 evaluat-

ed operations. Analysis showed that the Bank Group used analytical work to support project 

design, implementation, and government and client capacity building, as well as to ensure 

continuity in its engagement. For example, in Turkey, the Second Competitiveness and Em-

ployment development policy loan (P096840, FY08), which achieved its objective of privat-

izing an SOE and selling the state-owned assets, benefited from a large number of analytical 

works that fed a lasting, stable policy dialogue in the areas supported by the reform.

4  Dinc (2005) provides cross-country evidence that government-owned banks increase their 

lending in election years relative to private banks; the effect is about 11 percent of a govern-

ment-owned banks total loan portfolio. Claessens, Feijen, and Laeven (2008) show that Bra-

zilian firms contributing to winning campaigns increase their bank financing relative to a con-

trol group after each election, with an economic cost of at least 0.2 percent of gross domestic 

product. Cole (2009) shows that Indian government–owned banks increase agricultural credit 

by 5 to 10 percentage points in an election year with no significant impact on agricultural out-

put. Bircan and Saka (2018) find for Turkey that state-owned banks systematically adjust their 
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lending in relation to local elections compared with private banks in the same province, based 

on electoral competition and political alignment of incumbent mayors, with negative effects 

for firms in opposition-dominated areas.

5  The International Finance Corporation (IFC), in its comments to IEG on the draft evaluation, 

notes that where privatization is not immediately possible, SOE reform can, over time, help 

SOEs graduate from sovereign-guaranteed borrowing to borrow from the IFC (directly and 

through mobilization) and then graduate to commercial-only borrowing, when possible, in-

cluding direct access to capital markets. The IFC also notes that SOEs are central to the devel-

opment of capital markets in most emerging markets. Underperforming SOEs can potentially 

limit the development of strong, sustainable capital markets.

6  “The MFD [Maximizing Finance for Development] approach builds on substantial cross–

Bank Group experience in working with governments to crowd in the private sector to help 

meet development goals. MFD seeks to make this systematic. Recent examples of cross–Bank 

Group collaboration which have crowded in private solutions provide some important les-

sons.… These highlight the importance of country ownership and of upstream knowledge and 

advisory work in helping clients improve investment environments, the complementarity of 

different Bank Group interventions in transforming the sectors, and the benefits of collabora-

tion with other development partners” (World Bank 2017a). 

7  In 2013, “One World Bank Group” was enshrined in the World Bank Group Strategy, which 

stated: “The new Strategy encompasses the concept of acting as One World Bank Group, sig-

nificantly increasing collaboration across its agencies.… The One World Bank Group approach 

will entail joint projects managed more collaboratively than in the past” (World Bank Group, 

2013). 
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3 | �Recommendations to 
Address Outstanding 
Challenges in SOE Reform

Highlights

Building on lessons from the two focal sectors, this chapter ex-
amines two areas where the World Bank Group can learn from 
successful features of state-owned enterprise (SOE) reform and, 
by addressing outstanding challenges, enhance selectivity and 
improve internal coordination for SOE reforms.

The Bank Group faces two key challenges in its work on SOE re-
form: selectivity and consistent coordination and implementation 
of its corporate strategy.

The Bank Group should reconsider how it engages in countries 
where initial conditions for success do not prevail: where there is 
weak control of corruption and where there is a lack of competitive 
neutrality for SOEs.

Recommendation 1: The World Bank Group should apply a selec-
tivity framework for SOE reform support that considers country 
governance conditions, control of corruption, and sector and enter-
prise-level competition.

This evaluation generally finds positive experiences when Bank 
Group institutions collaborate on SOE reform.
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The spirit of Maximizing Finance for Development is not fulfilled if the 
menu of options supported does not include the full range of private 
sector solutions, including ownership reform and privatization.

Recommendation 2: The Bank Group should apply Maximizing 
Finance for Development and its embedded Cascade approach to 
SOE reform. This would enhance internal coordination and mobilize 
private financing and capacity, especially for ownership reforms.
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Enhancing Selectivity: Corruption  
and Competition
Two key findings of the evaluation on the conditions for successful engage-
ment to support SOE reforms are that the Bank Group has more successful 
outcomes in countries with better control of corruption and that SOEs perform 
better in both focal sectors (and in general) where competitive conditions 
prevail at the sector and enterprise levels. Both can be incorporated into ap-
proaches to selectivity and mitigation of risks when planning for SOE reforms.

The Bank Group’s SOE reform portfolio is concentrated in countries where 
it is more likely to succeed, but a substantial minority (26 percent) of inter-
ventions are in countries with weak control of corruption, where all types of 
reforms are less likely to succeed. This raises questions about how the Bank 
Group should engage to enhance the likelihood of success of SOE reforms.

Competition and competitive neutrality at SOEs’ sector and enterprise levels 
are vital to SOE performance, yet Bank Group analysis on competition has 
been insufficient. The Bank Group has an array of valuable strategic and 
diagnostic instruments on competition but has used them infrequently. The 
MCPAT, which is the Bank Group’s main tool to diagnose competition issues, 
has covered only nine countries and one subregion during the evaluation pe-
riod. In addition, a small number of CPSDs to date have deployed the MCPAT 
framework. Although IFC and MIGA policies indicate the need in many cases 
to verify that a level playing field for competition exists before engaging 
with an SOE, attention to competitive neutrality in project documentation is 
generally weak and uneven.

Recommendation 1: The World Bank Group should apply a selectivity 
framework for SOE reform support that considers country governance 
conditions, control of corruption, and sector and enterprise-level 
competition. First, the Bank Group should adopt a more selective approach 
toward SOE engagement in countries with weak control of corruption, giving 
full attention to internal and external factors of success. Findings suggest 
that the Bank Group could ramp up engagement with clients where success 
is more likely. In conditions of weak control of corruption, one option would 
be to engage first in addressing overall governance quality before attempting 
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SOE reform. Where disengagement on SOE reform is not possible or desir-
able, close attention is needed to the factors that may mitigate corruption’s 
negative influence on SOE reform success, including selectivity toward cli-
ents who display commitment, stronger supervision, good (and simple) proj-
ect design, and sequencing of activities. Next, the Bank Group should gear 
up capacity to conduct competition analysis, especially at the project level. 
The importance of competitive neutrality (the idea that SOEs should be on 
a level playing field with potential private competitors), especially consid-
ering IFC policy and (to a far lesser extent) MIGA policy, indicates a need to 
ramp up project-level analysis by carrying out competition assessment more 
systematically and by applying substantial up-front analytic capability to 
project-specific work on competitive neutrality. This would allow for greater 
selectivity toward competitive conditions that enhance SOE performance 
and for establishing up-front mitigating measures if competitive conditions 
were not conducive to success.

SOE Reform through Coordinated, 
Consistent Application of MFD and the 
Embedded Cascade Approach
This evaluation generally finds positive experiences when the Bank Group 
collaborates internally on SOE reform both through joint diagnostic (CPSDs 
and MCPATs) and joint operational approaches. For example, IEG found in 
several case studies a collaborative approach consistent with the Cascade 
approach, where the World Bank, IFC, and MIGA work to their comparative 
advantages, but these cases are infrequent. At the corporate level, there is 
room to spell out the implications of MFD for how Bank Group institutions 
can work together to support SOE reform systematically. This is particularly 
important for privatization and ownership reforms to address governments’ 
increased requests for support in these areas and considering the importance 
of mobilizing private financing in them. Although the Bank Group’s SOE 
diagnostic and strategic work includes a high incidence of recommendations 
on ownership and privatization, the SOE reform portfolio includes few pri-
vatization projects.
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Recommendation 2: The World Bank Group should apply the MFD and 
its embedded Cascade approach to SOE reform. This would enhance 
internal coordination and mobilize private financing and capacity, 
especially for ownership reforms. First, the Bank Group should fur-
ther develop and harmonize its diagnostic frameworks applied to 
SOE reform. This requires developing shared framing tools such as an 
Integrated SOE Framework and CPSD modules treating private sector 
options, including privatization and PPPs, for addressing SOE perfor-
mance challenges. Second, the Bank Group could apply the Cascade 
approach, offering clients options for SOE reform that mobilize private 
financing and capacity through privatization and ownership reform. 
Along with recommendation 1, given appropriate country and sector condi-
tions, there is greater room to apply the Cascade approach through a greater 
degree of and more routine coordination by World Bank, IFC, and MIGA that 
builds on their respective comparative advantages. This can be piloted as 
a sequential process, with upstream interventions focusing on any needed 
policy and regulatory reforms to create a level playing field for private entry 
and investment, combined with downstream use of Bank Group instruments 
to catalyze and mobilize private financing. With careful M&E, such a pilot 
could inform future efforts to realize the MFD and its Cascade more fully as a 
systematic approach to SOE reform.
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Appendix A. Methodology 

Theory of Change 
This evaluation employed a theory-driven analysis of the key causal steps 

identified in the theory of change (figure A.1) and mixed methods drawn on 

quantitative and qualitative information. The analysis is multilevel and 

examines country, sector, project, engagement area, and intervention 

mechanism levels, and looks at both upstream reforms (policy, regulatory, 

and institutional) and downstream state-owned enterprise (SOE) reforms 

(enterprise level). It does not examine projects that use SOEs as a vehicle to 

deliver services without trying to change them (such as a line of credit 

channeled through a state bank). To allow greater depth, the evaluation 

focused on the two sectors identified as having the most projects and 

highest level of commitments pertaining to SOE reform: the energy and 

financial sectors. Within the energy sector, it covered both power companies 

delivering energy to households and businesses (often utilities) or engaged 

in power distribution, generation, or transmission, and those engaged in 

energy extraction. Within the financial sector, there are state-owned 

commercial banks (typically taking deposits and offering credit and other 

services), development banks (financing government development 

priorities), and nonbank financial institutions in such areas as insurance and 

pensions. The evaluation assesses the World Bank’s contribution to 

enhancing development outcomes through its support of SOE reform.
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Figure A.1. Evaluation Theory of Change 

 

Source: World Bank 2019. 

Note: The scope of this evaluation comprises the green boxes in the energy and power sectors. ASA = Advisory Services and Analytics; IFC AS = International 

Finance Corporation advisory services; IFC IS = International Finance Corporation investment services; MIGA = Multilateral Investment Guarantee Agency; PFM = 

public financial management; SOE = state-owned enterprise; WB = World Bank; WBG = World Bank Group.
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Evaluation Questions 
This evaluation assesses the contribution of the World Bank Group to 

enhancing development outcomes through its support for SOE reform. This 

overarching objective elicited three guiding questions (box A.1). 

Box A.1. Questions Guiding the Evaluation 

Question 1—Relevance: Does the Bank Group have a credible approach to achieving 
development impact through state-owned enterprise (SOE) reforms? 

 What has been the nature of client demands and World Bank Group identified priorities 
for country, sector, and firm-level SOE reforms? 

 How aligned is Bank Group engagement with SOE reforms with country, sector, and 
SOE firm-level development priorities and capabilities and the most relevant 
constraints? 

 To what extent has Bank Group support been aligned with relevant Bank Group 
strategic objectives? 

 How has the coherence and coordination of the Bank Group’s engagement with SOE 
reform evolved over time? 

Question 2—Effectiveness: How effective are the Bank Group’s SOE reform 
interventions? 

 How effective have the Bank Group’s SOE reform interventions been in helping clients 
to strengthen strategy and performance of SOEs at the enterprise, sector, or national 
level? 

 To what extent did Bank Group interventions lead to improved SOE performance at the 
enterprise, sectoral, or national level? 

 To what extent have Bank Group interventions contributed to improved economic, 
social, and environmental outcomes at the enterprise, sector, or national level? 

Question 3—Learning: What factors explain the success or failure of the Bank Group’s 
SOE reform interventions? 

 What internal factors (for example, design, supervision, team composition, consistency, 
choice of instrument, monitoring and evaluation framework, sequencing, collaboration, 
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complementarity, and funding) and/or external factors (for example, client commitment 
and political economy, public sector institutional capacity, private sector capacity and 
engagement, and activities of other donors and partners) explain observed 
development outcomes of the Bank Group’s SOE reform interventions? 

 What examples of good practice can be identified from the Bank Group’s experience in 
SOE reform over the last 10 years? 

 What implications can be drawn from lessons of experience for the future involvement 
of the Bank Group in SOE reform? 

Main Methodological Components 
Three central principles embodied in the evaluation design are multilevel 

analysis, theory-driven analysis of the key causal steps, and mixed methods 

drawn on quantitative and qualitative aspects. The evaluation is multilevel, 

examining countries, projects, interventions, mechanisms, engagement 

areas, and whether the reform focused on regulatory and institutional 

environment (upstream reforms) or on addressing firm-level SOE reforms 

(downstream reforms). The evaluation selected the energy and financial 

sectors and identified interventions at the national level that supported 

those sectors. It is theory driven, grounded in and testing the intervention 

logic of Bank Group SOE reform support elaborated in the approach paper. 

This model was constructed based on a preliminary review of the literature 

and portfolio documentation, and multiple interviews with Bank Group staff 

working on SOE reform and external experts. This analysis is characterized 

as a multilevel evaluation involving the quantitative aspects (for example, 

those in the analysis of the portfolio data) and qualitative aspects such as 

those in the literature review, case studies, and interviews. The evaluation 

applied a mixed methods approach that combined a range of methods for 

data collection and analysis and triangulated (especially between 

quantitative and qualitative evidence) to ensure the robustness of the 

findings.
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Design Matrix 
Table A.1. Evaluation Questions and Methods Applied 

Evaluation Questions 
Case 

Studies 

Portfolio 
Review and 

Analysis 
Deep 
Dives 

Literature 
Review 

Country-
Level 

Reviews 
FSAP 

Review 

Econo-
metric 

Analysis 

1. Relevance: Does the World Bank Group have a credible approach to achieving development impact through SOE reforms? 

a) What has been the nature of client 
demands and Bank Group identified 
priorities for country, sector, and firm-
level SOE reforms? 

✓✓✓ ✓✓ ✓✓ ✓ ✓✓✓ ✓✓  

b) How aligned is Bank Group 
engagement with SOE reforms with 
country, sector, and SOE firm-level 
development priorities and 
capabilities? 

✓✓✓ ✓✓ ✓✓  ✓✓✓   

c) To what extent has Bank Group 
support been aligned with relevant 
Bank Group strategic objectives? 

✓✓✓ ✓✓ ✓✓  ✓✓✓   

d) How has the coherence and 
coordination of the Bank Group’s 

✓✓✓ ✓✓ ✓✓✓  ✓✓✓   
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Evaluation Questions 
Case 

Studies 

Portfolio 
Review and 

Analysis 
Deep 
Dives 

Literature 
Review 

Country-
Level 

Reviews 
FSAP 

Review 

Econo-
metric 

Analysis 
engagement with SOE reform evolved 
over time? 

2. Effectiveness: How effective are the Bank Group’s SOE reform interventions? 

a. How effective have the Bank Group’s 
SOE reform interventions been in 
helping clients to strengthen strategy 
and performance of SOEs at the 
enterprise, sector, or national level? 

✓✓✓ ✓✓ ✓✓  ✓✓   

b. To what extent did Bank Group 
interventions lead to improved SOE 
performance at the enterprise, sectoral, 
or national level? 

✓✓✓ ✓✓ ✓✓ ✓ ✓✓   

c. To what extent have Bank Group 
interventions contributed to improved 
economic, social, and environmental 
outcomes at the enterprise, sector, or 
national level? 

✓✓✓ ✓✓ ✓✓ ✓ ✓✓✓   

3. Learning: What factors explain the success or failure of the Bank Group’s SOE reform interventions? 
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Evaluation Questions 
Case 

Studies 

Portfolio 
Review and 

Analysis 
Deep 
Dives 

Literature 
Review 

Country-
Level 

Reviews 
FSAP 

Review 

Econo-
metric 

Analysis 

a. What internal factors (for 
example, design, supervision, team 
composition, consistency, choice of 
instrument, monitoring and evaluation 
framework, sequencing, collaboration, 
complementarity, and funding) and/or 
external factors (for example, client 
commitment and political economy, 
public sector institutional capacity, 
private sector capacity and 
engagement, and activities of other 
donors and partners) explain observed 
development outcomes of the Bank 
Group’s SOE reform interventions? 

✓✓✓ ✓✓✓ ✓✓ ✓✓ ✓✓  ✓✓ 

b. What examples of good practice can 
be identified from the Bank Group’s 
experience in SOE reform over the last 
10 years? 

✓✓✓ ✓✓✓ ✓✓✓ ✓ ✓✓  ✓ 
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Evaluation Questions 
Case 

Studies 

Portfolio 
Review and 

Analysis 
Deep 
Dives 

Literature 
Review 

Country-
Level 

Reviews 
FSAP 

Review 

Econo-
metric 

Analysis 

c. What implications can be drawn 
from lessons of experience for the 
future involvement of the Bank Group 
in SOE reform? 

✓✓✓ ✓✓ ✓✓✓ ✓ ✓✓  ✓ 

Source: Independent Evaluation Group. 

Note: FSAP = Financial Sector Assessment Program; SOE = state-owned enterprise.
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Ensuring the Validity of Findings 
The Independent Evaluation Group (IEG) took several steps to guarantee a 

consistent approach across the evaluation team members—for example, 

using a case study template to ensure a common framework and evaluative 

lens across studies. Among the steps taken for quality control were the 

following: 

 The intervention logic and approaches for key methods were reviewed 

with the methods adviser at the outset. 

 Portfolio team members peer-reviewed the data entry for the portfolio, 

and the team held weekly meetings for unifying revision criteria. 

 The structured literature review was conducted according to IEG’s 

protocol and quality checked by the team. 

 Case studies were peer-reviewed within the team. 

 The task team leader controlled the quality of deep dive studies. 

 The econometric adviser from the methods advisory team advised and 

reviewed the econometric analysis. Multiple designs and models were 

tested, and robustness checks were applied to enhance validity. 

The team applied triangulation across evaluation components—that is, 

validating hypotheses or findings based on one source with information 

from other sources. For example, a series of hypotheses derived from a 

workshop on the case studies was checked against evidence from deep dives, 

interviews, portfolio analysis, and the econometric analysis. In addition, 

IEG’s quality control protocols were followed through both internal and 

external review processes. 

Description of Methodologies 
The principal methods include (i) the intervention logic (theory of change); 

(ii) the main and focused structured literature reviews, the portfolio review 
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and analysis, and semistructured interviews with Bank Group staff, key 

informants, and country stakeholders; (iii) case studies of the Bank Group’s 

role and contribution in supporting SOE reform in eight countries; and (iv) 

subject matter deep dives on the power sector, state-owned financial 

institutions (SOFIs), the extractives sector, privatization, and corporate 

governance, and standard desk review of the portfolio, external relevant 

databases and indicators, and econometric analysis. The methodologies for 

portfolio review and econometric analysis are fully elaborated in subsequent 

appendixes. Beyond those methodologies, further details follow on the 

methodologies for the case studies, deep dives, country strategies and 

Systematic Country Diagnostics review, and Financial Sector Assessment 

Program (FSAP) review. 

Methodology for Case Studies 

Eight country case studies involved site visits (the Arab Republic of Egypt, 

Bangladesh, Kenya, Ukraine, and Vietnam) or desk reviews (China, 

Mozambique, and Serbia) to capture and assess country-level evidence in 

SOE reform in the two sectors. Countries were selected purposively based on 

having significant SOE reform portfolios in one or both sectors and 

reflecting a diversity of characteristics and types of support. In each study, 

the team identified priorities; Bank Group strategies and interventions 

relevant to SOE reform; the complementarity, relevance, and efficacy of 

interventions and coordination and sequencing of interventions over the 

evaluation period; the role of key stakeholders (including development 

partners); the achievement of objectives; and factors explaining success or 

failure (box A.2). 
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Box A.2. Template of Case Study Questions 

1. Country Priorities and Context 

Role of state-owned enterprises (SOEs) in the economy at the national level and for the 
energy and financial sectors. 

Country priorities in SOE reform and the nature of client demands for country, sector, 
and firm-level SOE reforms. 

2. World Bank Group’s Role and Relevance 

The Bank Group’s stated priorities and objectives on SOE reform in the country strategy 
documents and projects (at national, sector, and enterprise levels). 

Bank Group interventions on SOE reform in the country over time (national, sector, and 
enterprise levels). 

How aligned is Bank Group engagement with SOE reforms with country, sector, and 
SOE firm-level development priorities and capabilities and the most relevant 
constraints? 

To what extent has Bank Group support been aligned with relevant Bank Group 
strategic objectives as defined in the Country Assistance Strategy and Country 
Partnership Strategy? 

3. Effectiveness 

How effective have Bank Group interventions been in implementing the needed sector 
reforms (at the policy and regulatory framework and at the enterprise and SOE levels, 
and the sustainability of results)? 

How effective have the Bank Group’s efforts been in improving the performance of 
SOEs that its reform efforts targeted (beyond those addressed under previous 
questions)? 
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To what extent have Bank Group interventions contributed to improved economic, 
social, and environmental outcomes? 

4. Learning about Factors of Success and Failure 

What are the key internal factors that explain the success or failure (achievement or 
nonachievement of objectives and development outcomes) of the Bank Group’s SOE 
reform interventions at the national, sector, and enterprise levels? How are they 
associated with outcomes? 

What external factors explain the success or failure (achievement or nonachievement of 
objectives and development outcomes) of the Bank Group’s SOE reform interventions 
at the national, sector, and enterprise levels? 

What examples of good practice can be identified from the Bank Group’s experience on 
SOE reform over the last 10 years? 

Methodology for Deep Dives 

Deep dives consisted of issue briefs, focused literature reviews, and portfolio 

analysis on SOE reform issues. Each deep dive identified key SOE challenges 

and reform interventions, the relevance of interventions to achieve reform 

goals, achievement of goals, and internal and external factors that facilitated 

or constrained implementation of interventions. The deep dive topics were 

state-owned financial institutions Thorsten Beck), privatization (John 

Nellis), power sector (Richard Schlirf Rapti), and corporate governance and 

extractives industries in energy (Nadia Asgaraly). Most drew from any 

relevant information from case studies. Each of the deep dives used the 

combined information sources to identify the following: 

 SOE challenges and reform interventions 

 Characteristics of SOE reform and the role of upstream and downstream 

interventions 
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 Suitability and adaptability of Bank Group instruments for the SOE 

reform needs 

 Achievement of SOE reform intervention targets 

 Internal and external factors that facilitate or constrain SOE reform 

implementation 

 Role of the Bank Group in improving economic, social, and 

environmental outcomes at the enterprise, sector, or national level 

 Role of other stakeholders (beyond the Bank Group) at the country and 

global levels 

Methodology for Structured Literature Review 

A structured literature review of the academic and professional literature 

used a rigorous search strategy (with established keywords and phrases and 

inclusion criteria), following IEG’s protocol, to better understand the 

typology of needs and priorities for developing countries in reforming SOEs, 

the typology of interventions supporting SOE reform, evidence on the 

effectiveness of intervention types, and contextual factors and 

characteristics important for the effectiveness of reforms. 

The identification of relevant literature followed four main domains: key 

publications of international organizations on economic development, such 

as the Organisation for Economic Co-operation and Development and the 

International Monetary Fund; Google Scholar; the EconLit publications 

database; and the World Bank Open Knowledge Repository. It also included 

a few other references, including those cited in the approach paper and 

publications found through a back-referencing strategy. 

Overall, the search sources generated a list of 1,981 publications. Removing 

duplicates and using only the latest version of a paper eliminated 171 

publications. 
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Filters: A second step involved scanning papers’ introductions and/or data 

sections to determine if their definition of SOE reform conformed to IEG’s 

definition for this evaluation and if the article included evidence-based 

findings whose empirical data covered the year 2008 and onward. An extra 

quality filter was applied to references identified through Google Scholar: 

the journals of the selected publications were checked on Ulrichsweb 

(http://www.ulrichsweb.com) to select those that are refereed. Additional 

filters were applied to articles identified in the EconLit database to control 

for relevance by scanning the introductions and data sections to ensure they 

discussed the energy or financial sectors and included coverage of 

developing countries or regions. To limit the excessive representation of 

China, any publications published before 2017 that study only China with 

fewer than five references were eliminated. 

After applying all of the filters, the list was further narrowed down to 369 

publications that formed the basis for the literature review, summarized in 

appendix G. 

Methodology for FSAP Review 

An FSAP review examined a sample of FSAP reports to better understand the 

SOFI reform challenges and recommendations to address these challenges. 

Based on the stratified random sample for the country strategy review, IEG 

reviewed the most recent FSAP reports within the evaluation period for 29 

countries where there was also an FSAP to better understand the SOFI 

reform challenges in the financial sector. The review identified the coverage 

of issues, challenges, and recommended actions on SOFIs, particularly on 

state-owned commercial banks and development banks. The team also 

identified the upstream and downstream engagement areas and 

mechanisms. 
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Country Strategy and Systematic Country 
Diagnostics Reviews 
A review of country strategies (Country Partnership Frameworks and 

Country Assistance Strategies) and Systematic Country Diagnostics involved 

a structured review of a stratified random sample of country strategy 

documents and Systematic Country Diagnostics to understand the level of 

alignment and coherence of Bank Group country-level strategies and 

diagnostics and SOE reform priorities. Of 114 countries with an IEG-

reviewed Country Partnership Strategy, the team drew a random sample of 

46 stratified by region and income level (40 percent). For countries 

substantially treating SOE reform, the review aimed to identify the 

instrument, intervention levels, engagement areas, mechanisms, sectors, 

and subsectors for SOE reform interventions proposed in the strategy 

documents. Achievement of objectives for these interventions were checked 

by reviewing the Country Assistance Strategy Review documents. It 

identified patterns based on country characteristics (for example, income 

level and fragility, conflict, and violence status). 

Limitations of Methodologies 
Notwithstanding these steps, the evaluation methodologies had limitations 

related to the choices about scope and focus and inherent to data 

availability, resource constraints, and specific methodologies. 

 Evaluation scope and focus limit the generalizability and audience. The 

team made a necessary trade-off between breadth and depth of analysis. 

The overall scope of the evaluation excluded important activities related 

to SOEs: The evaluation focused on reform intervention in two sectors 

(energy and finance); interventions that used SOEs for development 

purposes but did not try to reform the SOEs were not covered. 

Furthermore, deep dives could only cover a limited number of areas 

within the broader range of Bank Group areas of activity. 
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 Country case studies were selected purposively, based partly on the 

richness of the portfolio. This biased the team toward countries where 

the Bank Group had adopted multiple interventions and instruments. In 

seeking depth versus breadth, the team recognized that additional cases 

would have represented more variations in context and intervention 

patterns but, given limited time and resources, at the price of depth of 

understanding. 

 The portfolio analysis was limited in part by the extent to which projects 

were closed and had been validated by IEG. Additionally, the lack of a 

consistent and validated framework for advisory services and analytics 

evaluation means that the performance of a vast amount of work is 

largely unexamined except through case studies. The 20 percent sample 

of potential SOE advisory services and analytics, necessitated by the size 

of the advisory services and analytics portfolio and resource constraints, 

also limited the analysis. 

 The econometric analysis brought with it perils limiting the ability to 

draw valid inferences from the results, including data limitations, 

potential biases from small numbers of observations, and potential 

omitted variable biases. For example, some of the external indicators of 

country characteristics could not be used because there were insufficient 

rated countries during the evaluation period for meaningful results to 

emerge. Among the mitigation strategies were a grounding in 

hypotheses generated from other evidence, the use of a predictive rather 

than causal model, the use of principal components analysis, and 

numerous robustness checks. 

 Interviews were chosen based on expertise or position. They were 

opportunistic or “snowball” and do not constitute a representative 

sample or survey of the population of experts and stakeholders in the 

field of SOEs. This potentially limits the generalizability of findings. 
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Appendix B. Portfolio Review 
Framework and Identification 
Methodology 
The evaluation’s portfolio review framework and identification methodology 

benefited from informative interactions with stakeholders and subject 

matter experts and from a review of available literature and project-level 

documentation. During the early phases of the review, the Independent 

Evaluation Group (IEG) interacted with World Bank Group staff working on 

state-owned enterprise (SOE) reform generally, and in the energy, financial, 

and transport sectors. These interactions, together with a review of relevant 

internal and external literature and project-level documentation, informed 

the evaluation approach by highlighting important concepts and frameworks 

and revealing industry coding, system flags, and keywords that would 

facilitate the identification of the portfolio and its initial classification. 

Portfolio Review Framework 
IEG’s portfolio review framework was designed to reflect the main 

interventions and areas of engagement used by each of the Bank Group 

institutions to engage with or support SOE reform in client countries. 

Although the framework that IEG developed reflected underlying patterns 

identified in the portfolio, the framework also relied on consultations with 

IEG stakeholders and Bank Group stakeholders to test the internal validity of 

the instrument. The framework was applied to all energy and financial sector 

projects that provided support for SOE reform (many of which also engaged 

with SOEs in other ways) to arrive at a unified portfolio view of the Bank 

Group’s support in this regard. 

The portfolio review framework was also used to understand the 

effectiveness of these interventions. The evaluation framework accounted 

for the fact that SOE support may be one of many elements addressed by a 
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project. Therefore, to understand the effectiveness of the SOE intervention 

in this context, IEG designed an effectiveness framework parallel to the 

intervention framework, which relied on evaluative information available in 

Implementation Completion and Results Reports, IEG’s Implementation 

Completion and Results Report Reviews (ICRRs), Expanded Project 

Supervision Reports (XPSRs), IEG evaluation notes, Project Completion 

Reports, Project Evaluation Reports, and validation notes. It used indicators 

and their results and qualitative information on the achievement of their 

targets. 

Interventions Description 
A typology of intervention dimensions was developed to capture the breadth 

of SOE reform interventions undertaken by the Bank Group in client 

countries. This review framework was used to better understand the 

characteristics and their effectiveness in reaching outcomes. The framework 

acknowledges that these interventions may co-occur within a project. The 

evaluation focuses on the two SOE reform intervention types defined in 

table B.1. The evaluation does not focus on related and complementary areas 

such as broad enabling sectors and conditions. 

Bank Group SOE interventions were classified into four categories: two 

pursuing SOE reforms and two using SOEs for development goals. The first 

two were the focus of this evaluation. 
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Table B.1. State-Owned Enterprise Reform Intervention Types 

Reform or 
Intervention 
Type Description 

Support 
Type 

SOE reform   

Upstream reform 
to improve the 
enabling, policy, 
and regulatory 
environment for 
SOEs 

Interventions focused on the reform of the enabling, 
regulatory, and institutional environment for SOEs to 
enhance their performance. Includes interventions 
that seek to change the “rules of the game” for 
SOEs—for example, by introducing market discipline 
and competitive neutrality in SOE markets and 
sectors; rationalizing tariffs or SOE subsidy pricing; 
assessing or reforming market dynamics in pursuit of 
an optimal mix of public and private ownership; and 
promoting, designing, or implementing public 
financial management systems to assess and report 
on SOE liabilities and to deal with SOEs’ fiscal effects. 

World 
Bank 
Group 
DPO and 
IPF 

World 
Bank ASA 

IFC 
advisory 

Downstream 
reform addressing 
firm-level SOE 
concerns through 
policy advice, 
technical 
assistance, and 
direct investment 

May include support to improve SOE governance, 
transparency, and accountability by strengthening 
the state’s ownership and oversight function over 
them and/or SOEs’ financial accountability, controls, 
and transparency; to improve SOEs’ business and 
operational performance through company 
restructuring, market assessments, product mix and 
process efficiency, performance management 
systems, restructuring debts and assets, and 
rehabilitating assets and infrastructure; and to 
improve environmental and social aspects. 

Bank 
Group 
DPO and 
IPF 

IFC 
advisory, 
investment
s 

MIGA 

SOE engagement   

Indirect support 
for SOEs through 
upstream and 
enabling 
engagements that 
generate external 
benefits 

Includes interventions aimed to advance SOEs’ 
delivery of development goals without reforming the 
SOEs. Includes interventions that affect SOEs 
capacity or position without reforming SOEs 
themselves or any assets that they own or operate. 
These interventions do not set rules for SOEs versus 
upstream engagement. Examples include the 

World 
Bank IPF 

IFC 
advisory, 
investment
s 
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Reform or 
Intervention 
Type Description 

Support 
Type 

modernization of a national payment system that can 
be used by state-owned financial institutions, or 
construction of a regional natural gas pipeline that 
reduces distribution costs for natural gas utilities in a 
specific country. 

MIGA 

Direct support for 
SOEs through 
downstream 
finance and 
technical 
assistance to 
leverage their role 
in pursuit of 
development 
objectives 

Operations that directly benefit SOEs with the 
purpose of achieving country and sector 
development objectives without reforming the SOEs 
themselves. Support may include expanding, 
sharpening, focusing, or mandating an SOE’s role in 
underserved segments of the market; supporting 
state-owned financial institutions to advance financial 
inclusion in rural or extreme poverty areas and their 
use of no-frills, basic saving accounts; and country-
level support from development banks, including 
their role in development agendas, partnerships with 
other institutions, and disbursements through apex 
banks. 

World 
Bank IPF 

IFC 
investment
s 

MIGA 

Note: ASA = advisory services and analytics; DPO = development policy operation; IFC = International 

Finance Corporation; IPF = investment project financing; MIGA = Multilateral Investment Guarantee 

Agency; SOE = state-owned enterprise. 

Identification of SOE/State-Owned 
Financial Institutions Portfolio Methodology 
(All Sectors) 
IEG’s identification methodology of potential SOE reform projects used the 

Bank Group’s internal project coding framework and targeted keyword 

searches in text-based data sets to systematically capture and categorize the 

portfolio subsets relevant to SOE reform and engagement. IEG employed the 

following steps to identify the evaluation’s portfolio of projects: 
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IEG retrieved projects identified using the Bank Group’s systems and system 

codes (for example, sector, thematic, and industry codes). 

 For projects that did not contain at least one of the relevant system 

codes, IEG performed a targeted keyword search in text-based data sets 

(for example, project-level abstracts, objectives, and descriptions),1 and 

for World Bank lending and advisory services and analytics (ASA) also in 

the institution’s operations portal. 

After identifying energy and financial sector projects with substantial shares 

of potential SOE reform and engagement projects compared with other 

sectors, IEG performed a manual portfolio review of these two sectors’ 

projects. The manual review was made for 91 percent of Bank Group 

financing projects,2 and for 20 percent of World Bank ASA projects identified 

through the above-mentioned search methods to identify false positives and 

systematically categorize relevant projects with the goal of developing a 

unified picture of the features underpinning the SOE reform portfolio in the 

energy and financial sectors. 

For the World Bank, IEG identified several Operations Policy and Country 

Services sector and theme codes relevant to the SOE evaluation. Given that 

projects may contain one or more sector and theme codes, IEG included in 

the SOE portfolio any project that contained at least one relevant code. In 

addition, for development policy operations, IEG searched inside the prior 

actions database for operations that contained at least one prior action 

classified under a relevant sector or theme code (table B.2). IEG also ran a 

targeted keyword search in project titles (both financing and ASA), in a text-

based data set that contains project abstracts and other memo fields 

(lending only), and in the operations portal. This resulted in a list of 1,265 

World Bank lending projects and additional finance operations and 1,426 

World Bank ASA activities (totaling 2,691 projects), accounting for 

22 percent and 24 percent of the World Bank’s overall portfolio, respectively. 
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For International Finance Corporation (IFC), there were no sector or 

industry codes that could facilitate identification, yet the targeted keyword 

search proved fruitful. Applying a targeted keyword search strategy to 

project descriptions resulted in the identification of 194 IFC investment 

operations (10 percent of their total portfolio) and 142 IFC advisory 

activities (15 percent of their total portfolio). 

Table B.2. World Bank Group System Codes and Keyword Search 
Strategy to Identify SOE Portfolio 

IFC Sector and 
Industry 

World Bank 
Lending and ASA MIGA Sector 

Codes: 

None available 

Keyword searches 
in 

project title, IFC 
AS memos, and 
IFC IS SPI memos 

Theme code: 

State-owned enterprise reform and 
privatization (436) 

Search carried out in project and prior 
action level for World Bank IPF, DPF, and 
World Bank ASA (ESW/technical 
assistance) 

Keyword searches in 

project title, project abstracts, operations 
portal, and prior actions 

Codes: 

None available 

 

Keyword searches in 

MIGA portal project 
briefs 

Additionally, MIGA 
SOE includes list of 
nonhonoring projects. 

Source: Independent Evaluation Group review and interviews with World Bank Group subject matter 

experts and management. 

Note: Stemmed keywords used include state_own, public_own, publicly_own, government_own, 

state_enter, privatiz, government_bus, government_enter, crown_corp, commercial_government, 

public_sector_under parastatal, nationalized, municipalized, SOE, SOB, and SOFI. ASA = advisory 

services and analytics; DPF = development policy financing; ESW = economic and sector work; IFC = 

International Finance Corporation; IFC AS = International Finance Corporation advisory services; IFC IS 

= International Finance Corporation investment services; IPF = investment project financing; MIGA = 

Multilateral Investment Guarantee Agency; SOE = state-owned enterprise; SOFI = state-owned 

financial institutions; SPI = Summary of Proposed Investment. 

Similarly, for MIGA, IEG used a targeted keyword search plus the list of 

nonhonoring projects to identify and review projects that support SOE 

reform in client countries. This targeted keyword search strategy resulted in 
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the identification of 38 guarantees that account for 22 percent of the 

institution’s portfolio in number of projects. 

In addition, IEG used existing system codes to identify relevant sector-based 

portfolio segments. To achieve this, IEG retrieved projects using relevant 

Bank Group system codes (for example, sector, thematic, and industry 

codes). For more on the system codes used to identify these portfolio 

segments, see table B.3. 

Table B.3. World Bank Group System Codes to Identify Sector-Based 
Portfolio Segments 

IFC Sector and 
Industry 

World Bank Lending 
and ASA MIGA Sector 

Energy: 

Primary sector: electric 
power 

 

Energy: 

Sector codes: LA, LB, LD, LE, 
LH, LI, LN, LT, LU, LW 

Theme codes: 86 

Energy: 

Sectors: power 

 

Finance: 

Primary sector: finance and 
insurance 

Finance: 

Sector codes: FX (financial 
sector) 

Theme codes: 30 (finance) 

Finance: 

Sectors: banking, capital 
markets, financial markets, 
financial services, leasing 

ICT: 

Primary sector: information 

 

ICT: 

Sector codes: CX (ICT) 

Theme codes: 26 (ICT), 261 
(ICT solutions), 262 (ICT 
policies) 

ICT: 

Sectors: telecommunications 
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IFC Sector and 
Industry 

World Bank Lending 
and ASA MIGA Sector 

Transport: 

Primary sector: 
transportation and 
warehousing 

Transport: 

Sector codes: TX 
(transportation) 

Theme codes: 713 

Transport: 

Sectors: transportation 

 

Water: 

Secondary sector: 

waste treatment and 
management 

water, wastewater, and 
district heating and cooling 

Water: 

Sector codes: WX (water 
and sanitation) 

Theme codes: 716 (urban 
water and sanitation) 

Water: 

Sectors: water, water and 
wastewater 

Source: Independent Evaluation Group Review and interviews with World Bank Group subject matter 

experts and management. 

Note: ASA = advisory services and analytics; ICT = information and communication technology; IFC = 

International Finance Corporation; MIGA = Multilateral Investment Guarantee Agency. 

Manual Review Strategy for Potential SOE 
Reform Energy and Financial Sector 
Projects 
IEG’s manual review focused on potential SOE reform projects in the energy 

and financial sectors. It sought to identify and classify Bank Group SOE 

reform activities at the project and subproject levels and divided the analysis 

into four dimensions: relevance, effectiveness, lessons learned, and 

environmental and social objectives. 

IEG collected SOE reform project and subproject level information at three 

levels: projects, interventions, and mechanisms. First, an intervention was 

defined as a component, subcomponent, activity, or other element within a 

project that sought to achieve SOE reform objectives and was linked to 

either qualitative or quantitative outcome indicators. Additionally, an 

intervention was always connected to a single engagement area of support in 
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SOE reform. These engagement areas are defined as SOE ownership, 

corporate governance, business and operations, regulatory frameworks and 

competition, financial management, environmental and social aspects, and 

macroeconomic and public financial management issues (including fiscal 

policy and debt). Interventions (that is, engagement areas) were thus meant 

to identify the nature of an SOE reform engagement (tables B.1 and B.4). 

Second, within each intervention, different mechanisms of engagement were 

identified. Mechanisms of engagement are defined as the channels through 

which SOE reform objectives were pursued; they were meant to identify how 

an intervention achieved its objective (see mechanism definitions in 

table B.4.). Finally, intervention objectives sought to capture what a specific 

intervention sought to do; they identified the end to which SOE reform was 

pursued through an engagement area and its specific mechanism or 

mechanisms. 

With both this framework and the theory of change in mind (described in 

appendix A), IEG developed a data collection tool to review energy and 

financial sector projects identified as potentially having interventions on 

SOE engagement and SOE reform. The tool’s structure followed the 

evaluation questions. It consisted of sections on relevance, effectiveness, 

and learning, plus a section on environmental and social objectives. 

Descriptions of each of these sections follow: 

Relevance: This section sought to identify SOE reform interventions and 

their level (upstream or downstream), engagement areas, mechanisms, 

objectives, sectors, and subsectors. In addition, to measure the commitment 

amounts allocated to SOE reform interventions, the team estimated an 

average of SOE reform commitments of evaluated projects by engagement 

area and sector (energy and financial) and subsequently extrapolated these 

proportions to the entire portfolio. 

Effectiveness: This section sought to capture ratings of individual SOE 

reform interventions of IEG-evaluated projects in terms of their 
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development effectiveness, focusing on intermediate-level outcomes. It 

rated interventions using a four-point scale: achieved, mostly achieved, 

mostly not achieved, and not achieved. These levels of achievement were 

applied in line with the World Bank’s outcome ratings of satisfactory, 

moderately satisfactory, moderately unsatisfactory, and unsatisfactory; IFC’s 

ratings of successful, mostly successful, mostly unsuccessful, and 

unsuccessful; and MIGA’s ratings of excellent, satisfactory, partly 

unsatisfactory, and unsatisfactory, though at the intervention level, not the 

project level. Rating of interventions was based on ICRR information on 

achievement of objectives that applied to SOE reform, information from 

evaluation notes of XPSRs on development outcome and project business 

success that applied to SOE reform, and Project Evaluation Report 

information on development outcome—including business performance and 

contribution to private sector development—that applied to SOE reform. The 

effectiveness section also identified or estimated SOE reform intervention 

commitment amounts depending on whether they were the explicit amount 

shown in the project appraisal documents or not. If not, the amount was 

estimated based on the overall project original commitment amount divided 

by the number of components, subcomponents, and activities or—for 

development policy operations—prior actions.3 The section identified donors 

and partners that participated or contributed to the SOE reform 

interventions identified. 

Learning: This section sought to identify factors of success and failure 

behind SOE reform development outcomes. These factors were identified at 

the project level and included only factors that applied to SOE reform 

interventions previously identified for the project. As in the effectiveness 

section, factors of success were identified only for projects that IEG 

evaluated on or before January 31, 2019. This section also identified factor 

direction—whether the factor was a positive or negative for SOE reform 

success—and classified factors in two categories: external factors (those 

exogenous to the Bank Group’s influence),4 and internal factors (those 
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endogenous to Bank Group actions), such as project design, supervision, 

team composition, choice of instrument, monitoring and evaluation 

framework, collaboration among Bank Group institutions, analytical work, 

and sequencing of operations, among others. Information on factors of 

success was extracted from the lessons sections of the ICRRs, evaluation 

notes for XPSRs, and the emerging lessons section of the Project Evaluation 

Reports. 

Environmental and social aspects: This section sought to identify explicit 

environmental or social objectives at the project level, whether connected or 

not connected to SOE reform interventions, and their level of achievement. 

It was important that the benefits of these objectives must have clearly 

extended beyond SOEs to a wider population. For example, a downstream 

SOE reform that sought to improve the business and operations of an energy 

sector SOE by constructing a more efficient power plant may have an explicit 

objective to reduce CO2 emissions. Because the benefits of CO2 emission 

reduction extend beyond the SOE, an environmental objective would be 

identified for this project. The section would classify social objectives in 

terms of topic areas, including addressing the environment, poor and 

excluded populations, quality of service delivery, employment and labor 

issues, health-related issues, corruption issues, and security and safety 

issues. It would also classify objectives in terms of how much attention they 

were given in a project based on the length of the reference: brief (one line 

or paragraph), substantive (two or more paragraphs or a separate section on 

the issue), and evidenced (two or more paragraphs or a separate section on 

the issue plus references to academic literature or Bank Group analytic 

work). Information was drawn from ICRRs, evaluation notes for XPSRs, and 

Project Evaluation Reports. This section was only applied to IEG-evaluated 

projects. 

Overall, most World Bank Group SOE reform interventions fall into nine 

engagement areas aiming either to improve the policy and institutional 

framework (upstream reforms) or to strengthen them at the enterprise level 
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(downstream reforms) and are associated to mechanisms. The four upstream 

areas of engagement are regulatory framework; governance, transparency, 

and accountability; SOE ownership; and macro-fiscal policy, public financial 

management, or debt. The five downstream areas of engagement are 

business and operations, corporate governance, SOE ownership, financial 

management, and environmental and social aspects (table B.4). 

After the data analysis, IEG decided to examine five types of Bank Group 

support for SOE reform in-depth: 

 Business and operations: This is the engagement area with the biggest 

share of interventions. The analysis captures support to improve the 

quality of services provided by SOEs, improve operational efficiency, 

rehabilitate infrastructure that affects SOEs, and restructure SOEs’ 

organization and build human capacity. 

 Corporate governance: This is the second most important engagement 

area, in which the Bank Group supports both at the upstream and 

downstream levels. It includes reforms aimed to strengthen SOEs’ 

corporate governance practices, including those related to transparency, 

accountability and oversight, risk management, minority shareholder 

rights, financial reporting, compliance with international standards, 

board independence, and improved management performance. 

 Privatization: This was a frequent intervention mechanism through 

which the Bank Group supported SOE reform objectives between fiscal 

years 2008 and 2018. 

Macro-fiscal and public financial management: This is an engagement area 

that supports SOE reform at the upstream level through the introduction of 

macroeconomic policy, fiscal policy, or public financial management 

systems and practices to assess and report on SOE liabilities and/or that 

enables dealing with SOEs’ macroeconomic or fiscal effects. 
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Regulation and competition: This area captures support to align SOEs’ 

behavior with development and policy objectives and level the playing field 

to allow private entry under equitable rules where SOEs have enjoyed 

competitive advantages. It includes the interventions that aimed to 

strengthen regulatory frameworks and those that have the objective to 

improve competition, productivity, or innovation in SOEs. 

Table B.4. Definition of Engagement Areas and Mechanisms. 

Engagement Area 
Definition and Mechanisms (mechanism codes 
included in parentheses) 

Corporate governance 
(upstream and 
downstream reforms) 

Strengthening SOEs’ corporate governance practices, 
including those related to financial reporting and disclosure 
requirement (financial_reporting), 

compliance with international standards 
(compliance_international_stds), 

independent external auditing and oversight (oversight), 

professionalizing or improving independence of boards of 
directors (board_ directors), improving risk management or 
control systems (risk_mgt), 

anticorruption measures on SOE executives and employees 
(anticorruption_disclosure), modernizing SOE performance 
management (performance_mgt), enhancing protection of 
minority shareholder rights (minority shareholder rights), 
improving procurement and contracting practices 
(procurement), transparency (transparency), and enhancing 
policies that promote competition and level playing field 
(policies_for_competition). 

Business and 
operations 
(downstream reforms) 

World Bank Group support to efforts to improve the quality of 
services of products provided by an SOE 
(product_service_improvement), improve SOEs’ operational 
and process efficiency (process_efficiency), build or 
rehabilitate infrastructure that affects SOEs (infrastructure), 
undertake organizational restructure (for example, creating or 
eliminating departments or functions; 
organizational_restructuring), and enhance human resource 



Appendix B 
Portfolio Review Framework and 
dentification Methodology 

122 

Engagement Area 
Definition and Mechanisms (mechanism codes 
included in parentheses) 
management, which captures Bank Group support to training 
and other capacity-building activities within specific SOEs 
and/or that benefit specific SOEs (human_resource_mgt). 

SOE ownership 
(upstream and 
downstream reforms) 

Bank Group support for SOE to fully or partially privatize SOEs 
through divestment or equitization of shares (privatization), 
promotion of public-private partnerships and other partnership 
arrangements that involve SOEs (ppp_&other_partnerships), 
corporatization of government entities into SOEs 
(corporatization), other private sector crowding-in and opening 
to entry mechanisms (for example, allowing foreign ownership 
of SOEs, private_sec_crowding_in), setting up new SOEs and 
liquidation of existing (soe_setup_or_liquidation), introducing 
competition for the market to allow private participation, and 
national SOE ownership policies and institutions (for example, 
policies for openness to private sector participation and setup 
of privatization agencies). 

Regulatory framework 
(upstream) 

Bank Group support to SOE reform at the upstream level 
through national or sectoral laws, regulations or legal and 
regulatory institutions that affect SOEs’ enabling environment 
(laws_regulations), set up of regulatory agencies 
(regulatory_agency), preparation or strengthening of sector 
strategies (strategies), adoption of pricing or tariff structures 
(tariffs_or_pricing), and 

payment systems. 

Financial management 
(downstream) 

Bank Group support to improve the financial sustainability of 
SOEs, including through restructuring and rehabilitating their 
debts/assets (restructuring), 

strengthening their creditworthiness or expanding their 
financing options (strengthen creditworthiness), improving 
expenditure/investment management 
(expenditure_investment_mgt), improving budgeting practices 
(budget_mgt), or enhancing revenue collection (revenue_mgt). 



Appendix B 
Portfolio Review Framework and 

Identification Methodology 

123 

Engagement Area 
Definition and Mechanisms (mechanism codes 
included in parentheses) 

Environmental and 
social aspects 
(downstream) 

Bank Group support to review and/or reform environmental 
aspects (e&s_environment), poverty and inclusiveness aspects 
(e&s_poverty), public health and safety aspects 
(e&s_health&safety), gender aspects (e&s_gender), and labor 
aspects (e&s_labor). 

Macro-fiscal, policy, 
PFM, and debt 
(upstream) 

Bank Group support of subsidy reduction, reform or control for 
SOEs (subsidies), improving debt management of SOEs 
(debt_mgt), improving expenditure management 
(expenditure_investment_mgt), improving revenue collection 
and revenue management, improving planning processes 
(improve_planning_process) and budget management 
practices (budget_mgt), and improving accounting/auditing 
(accounting_or_auditing). 

Note: PFM = public financial management; SOE = state-owned enterprise. 

 

1 Stemmed keywords used: state_own, public_own, publicly_own, government_own, 

state_enter, privatiz, government_bus, government_enter, crown_corp, 

commercial_government, public_sector_under parastatal, nationalized, municipalized, SOE, 

SOB, and SOFI. 

2 Financing projects refers to World Bank lending, International Finance Corporation 

investment, International Finance Corporation advisory, and Multilateral Investment 

Guarantee Agency projects. 

3 For investment projects, commitments were identified through either state-owned 

enterprise (SOE) reform allocated amounts as specified in project appraisal documents’ 

components and subcomponents, when available, or by dividing the project’s full 

commitment amount by the number of components (or subcomponents if available) and 

multiplying the result by the number of SOE reform interventions in a specific engagement 

area within a specific sector. For development policy loans, commitments were identified by 

dividing the loan’s commitment amount by the number of prior actions and multiplying the 

result by the number of SOE reform prior actions found. 

 

Notes 
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4 External factors included counterpart commitment, public and private sector institutional 

capacity, collaboration with external partners and donors, coordination, and political 

economy external shocks. 
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Appendix C. State-Owned Enterprise 
Reform Support: Financial and Energy 
Sectors 

Results of Manual Review of Potential State-
Owned Enterprise Reform Projects 
The initial review identified 2,242 potential state-owned enterprise (SOE) 

reform projects (952 financing projects5 and 1,290 World Bank advisory 

services and analytics [ASA]) from the financial and energy sectors (including 

oil, gas, and mining) that had been approved between fiscal year (FY)08 and 

FY18 or evaluated between FY08 and FY18 but approved on or after FY02.6 

From the 2,242 projects, the Independent Evaluation Group (IEG) reviewed 

1,123 projects (50 percent), composed of 868 World Bank Group financing 

projects (91 percent) and 255 ASA projects (20 percent sample). An additional 

26 Bank Group financing projects were identified and reviewed during the 

evaluation through country case studies and desk reviews, for a total of 1,149 

reviewed projects: 894 financing projects and 255 ASA projects.7 From the 

identified financing projects, 507 were evaluated and were all reviewed, and 

473 nonevaluated, of which 387 (87 percent) were reviewed. IEG assigned the 

original portfolio to its team of reviewers for manual revision based on a 

random sample, stratified by institution to allow for the possibility of 

reviewing only a portion of the population at the end of the evaluation.8 

Similarly, the 20 percent random sample drawn from the population of ASA 

projects was stratified by income level, which is expected to be representative 

of its population. 

The success rate for SOE reform project identification strategy for the energy 

and financial sector was 54 percent. From the 1,149 projects, 623 (507 

financing and 116 ASA) were classified as having SOE reform interventions 

relating to the financial sector, energy sector, or both, or at the national level.9 

For financing projects, identification success rate was 57 percent (507/894), 

which 374 were approved during the FY08–18 period;10 the remaining 133 
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projects were approved before this period, except for 1 project which was 

approved for the Arab Republic of Egypt in FY19 and was included as part of 

that country’s case study. Identification success rates between sectors were 

different. Using the World Bank’s sector classification, less than half 

(46 percent) of the projects reviewed in the financial sector contain an SOE 

reform component, while 78 percent of energy projects were correctly 

identified. Also, there were differences between World Bank sector 

classification and the portfolio review analysis’s interventions sector 

classification. So, in the end, SOE reform interventions were most frequently 

found in the energy sector, followed by the financial sector and lastly the 

national-level reforms. For ASA projects, identification success rate was lower 

(45 percent: 166/255). The financial sector was confirmed as having the largest 

number of projects with SOE reform interventions, followed by national-level 

interventions and the energy sector. 

Portfolio Overview 
The majority of financing to SOEs in the financial and energy sectors have been 

delivered through the World Bank. Over the 10-year period between FY08 and 

FY18, IEG estimated that the Bank Group has approved and delivered 421 SOE 

reform financing operations, which accounted for $71.4 billion in SOE reform 

commitments. Much of this support is delivered by the World Bank: Its lending 

operations accounted for 68 percent (285 projects) and 91 percent 

($64,832 million) of volume when accounting for total project volume. 

International Finance Corporation (IFC) support accounts for 14 percent of 

projects, delivered through investment services (IS) ($3.8 billion, with 61 

projects) and advisory services (AS) ($51 million, with 59 projects). The 

Multilateral Investment Guarantee Agency (MIGA), delivered 17 guarantees 

over the evaluation period, accounting for $2.8 billion. In addition, an 

estimated 587 of pieces of analytical work have been delivered through World 

Bank’s ASA, accounting for $104 million.
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Table C.1. SOE Reform Projects, Interventions and Commitments by Institution 

Institution 

Approved FY02–07 and 
Evaluated FY08–18 Approved FY08–18 

Total 
Proj. 
(no.) 

Total 
Intrv. 
(no.) 

Total 
Volume 

($, 
millions) 

Proj. 
(no.) 

Intrv. 
(no.) 

Vol. 
($, millions) 

Projects Interventions Volume 

(no.) Share (%) (no.) Share (%) ($, millions) (%) 

Reviewed sample 

World Bank 
lending 

117 375 16,593 253 68 710 80 57,569 90.8 370 1,085 74,162 

IFC IS 13 33 769 54 14 83 9 3,343 5.3 67 116 4,112 

IFC AS 1 2 3 52 14 81 9 45 0.1 53 83 48 

MIGA 1 1 4 15 4 15 2 2,476 3.9 16 16 2,480 

Subtotal 132 411 17,369 374 100 889 100 63,433 100 506 1,300 80,802 

World Bank 
ASA 

0 
 

0 116 100 234 100 20 100 116 234 20 

Total 132 
 

17,369 490 100 1,123 100 63,453 100 622 1,123 80,822 

b. Population projection 

World Bank 
lending 

117 375 16,593 285 68 800 80 64,832 90.8 402 1,175 81,425 
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Institution 

Approved FY02–07 and 
Evaluated FY08–18 Approved FY08–18 

Total 
Proj. 
(no.) 

Total 
Intrv. 
(no.) 

Total 
Volume 

($, 
millions) 

Proj. 
(no.) 

Intrv. 
(no.) 

Vol. 
($, millions) 

Projects Interventions Volume 

(no.) Share (%) (no.) Share (%) ($, millions) (%) 

IFC IS 13 33 769 61 14 93 9 3,765 5.3 74 126 4,534 

IFC AS 1 2 3 59 14 91 9 51 0.1 60 93 54 

MIGA 1 1 4 17 4 17 2 2,788 3.9 18 18 2,792 

Subtotal 132 411 17,369 421 100 1,001 100 71,436 100 553 1,412 88,805 

World Bank 
ASA 

0 0 0 587 100 1,184 100 104 100 587 1,184 104 

Total 132 
 

17,369 1,008 100 2,185 100 71,540 100 1,140 2,185 88,909 

Source: Independent Evaluation Group portfolio review and analysis. 

Note: SOE reform financing project and commitment projections in section b are the result of multiplying sample projects and commitments in panel a by a factor 

of 723/642, based on population and sample sizes from the operations approved between FY08 and FY18. Similarly, SOE reform ASA project and commitment 

projections are the result of multiplying sample projects and commitments by a factor of 1290/255. ASA = Advisory Services and Analytics; FY = fiscal year; IFC AS = 

International Finance Corporation advisory services; IFC IS = International Finance Corporation investment services; Intrv. = interventions; MIGA = Multilateral 

Investment Guarantee Agency; proj. = projects; SOE = state-owned enterprise. 
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Table C.4. Countries, Projects, and Interventions by Region, FY08–18 
(number) 

 Region 

Financing Projects World Bank ASA 

Countries Projects 
Inter-

ventions Countries Projects 
Inter-

ventions 

SSA 34 114 292 15 25 60 

ECA 21 78 193 15 29 47 

LAC 16 34 65 12 17 26 

EAP 13 69 142 8 14 31 

MNA 11 33 91 5 6 15 

SAR 8 39 90 4 12 26 

RGN   7 16   13 29 

Source: Independent Evaluation Group portfolio review and analysis. 

Note: ASA = Advisory Services and Analytics; EAP= East Asia and Pacific; ECA= Europe and Central 

Asia; FY = fiscal year; LAC= Latin America and the Caribbean; MNA= Middle East and North Africa; RGN 

= Regional; SAR= South Asia; SSA= Sub-Saharan Africa. 

Nature of SOE Reform: SOE Reform Engagement Areas, 
Mechanisms and Objectives  

Bank Group financing support by reform type was focused on strengthening 

them at the enterprise level (53 percent of financing interventions), while 

World Bank ASA focus more on upstream reforms (66 percent; figure C.4). 12 

Downstream financing support put more emphasis on improving SOEs’ 

business and operations (24 percent), corporate governance (12 percent), 

ownership (10 percent) and competition and regulation (7 percent); 

Upstream support centered on strengthening competition and regulation in 

SOE markets (20 percent) and SOEs’ governance transparency and 

accountability rules (13 percent). World Bank ASA interventions focused on 

improving SOE’s governance (26 percent), competition and regulatory 

framework (22 percent) at the upstream level, and improving SOEs business 

and operations practices (14 percent). However, approach differed by 
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