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COUNTRY POLICY AND INSTITUTIONAL ASSESSMENT (CPIA)

QUESTIONNAIRE AND GUIDELINES FOR 2008

Background

During the consultations for the ADF-11 replenigimty State Participants endorsed the
simplification of the performance-based methodolégyallocation of the Fund’s concessional
resources.One element of the simplified PBA formula is tingéhate double counting of the
governance factor. Accordingly, the new CPIA istsplito two groups, the CPIA Cluster A-C,
and CPIA — Cluster D. The CPIA Cluster A-C haslissters and the fourth cluster under the
previous CPIA now becomes CPIA Cluster D, whichregpnts the Governance Rating.

The CPIA is a system designed to assess the yudlia country’s present policy and
institutional framework, in terms of how conducisch a framework is to ensuring the efficient
utilization of scarce development resources inghesuit of sustainable and poverty reducing
development in the Regional Member Countries (RM@&33$ delineated in the following pages
in some detail. In pursuit of the institutional etijive of greater harmonization and consistency,
and in view of the numerous parallel changes inRB@A system under ADF-11 and IDA-15, the
guestionnaire is more fully aligned with that oé #/orld Bank.

CPIA process

Under the new process, the CPIA is split into 2ug the CPIA (A-C), with 11 items, grouped
into three clusters, to be assessed (see box Whpata the CPIA —D (see box 2).

Under the CPIA (A-C), there are three clusters tfoe rating, each weighted at 33.33%. |t
derives that the components in Economic ManagemmahiStructural Policies have an individual
weight of 11.11% whereas the components in thdeadsr Policies for Social Inclusion/Equity
and Public Sector Management and Institutions caneight of 6.67%. This implies that each
criterion in clusters A & B is relatively more imgant than that in cluster C. Countries should
also be rated in relation to the benchmark coumfoe which agreed ratings will be provided to
staff. Ratings will be reviewed across complexemsnre objectivity, fairness, and consistency.
All countries, including post conflict countrieslilbe assessed.

The CPIA Cluster D which becomes the Governanceng@Public Sector Management and
Institutions) within the simplified allocation fomrta, is made up of five items, each weighted
20.00%.

! See theADF-11 Deputies Report, London, United Kingdom, éveber 2007, (para 6.5)



2008 criteria

As Box 1 shows, the 11 CPIA (A-C) criteria are gred into three clusters: A) Economic
Management, B) Structural Policies and, C) PolitdesSocial Inclusion and Equity. The
specific contents of each of the criteria are presgbelow. The criteria focus on policies and

institutional arrangements, the key elements tretéthin the control of a country.

Box 1: CPIA (A-C) CRITERIA

B.

C.

Economic Management

1. Macroeconomic Management
2. Fiscal Policy

3. Debt Policy

Structural Policies

4. Policies and Institutions for Economic CooperatiBegional Integration & Trade
5. Financial Sector

6. Business Regulatory Environment

Policies for Social Inclusion/Equity

7. Gender Equality

8.  Equity of Public Resource Use

9. Building Human Resources

10. Social Protection and Labour

11. Environmental Policies and Regulations

Box 2: CPIA-D- CRITERIA

D.

gk whPE

Governance Rating: Public Sector Management ahinstitutions
Property Rights and Rule-based Governance

Quality of Budgetary and Financial Managat

Efficiency of Revenue Mobilization

Quality of Public Administration

Transparency, Accountability, and Cofiapin the Public Sector

Countries should be rated on their current statuselation to the criteria and benchmark
countries. The proposed ratings should focus onehel of performance assessed against the
criteria, rather than the degree of improvementssilast year. The ratings should depend on

actual policies, not promises or intentions.

In general, depending on the specific componenigoeated, the rating scale described below
informed judgment on tangible resuétsulting from implementation of policies

over a sustained period of time rather than intdratees where applicable. Institutions and their
ning are important also. The followiage broad representations of the various

derives from

good functio

rating categories.




“1” Very weak for 2 years or more:
“2" Weak

“3" Moderately weak

“4” Moderately strong

“5” Strong

“6” Very strong for 3 years or more

This scale allows for intermediate ratings suchL&s 2.5, 3.5, 4.5, and5.5. However, integer
scoring is advisable to avoid bunching, homogermat or inadvertent upgrading or
downgrading. The rating scale would apply for eadkterion irrespective of the number of
dimensionsHowever, for a criterion with multi-dimensions, ating for each dimension should
be provided in the write-up along with its just#ton.

All ratings for RMCs will be particularly disclosed, and could be scrutinized by any third
party. It is required that ratings are justified in twrg for each criterion according to the
Country Worksheet Form. Staff may need to take adoount the size of the economy and its
degree of sophistication in implementing the gurd. The criteria were developed to ensure
that, to the extent possible, their contents ateinftuenced by the level of development in the
country; that the higher scores do not set undelypahding standards, and can be attained by a
country that, given its stage of development, hasobcy and institutional framework that
strongly fosters growth and poverty reduction. Eadkterion includes suggested indicators to
assist country teams in determining country scaed in ranking countries. Most of the
available data (e.g., macroeconomic data and sawittators) refer to dutcomes In the
context of a framework for growth and poverty reghut, policies and institutions can be seen as
“inputs”—as elements that are essentially under the cosntontrol — while‘outcomes” can

be affected by external factors beyond the coustipfluence. Staff should use outcome
indicators to inform their judgments about the efifeeness of the relevant policies and
institutions, and to help comparisons among coestiiowever, this should not be a mechanical
process: staff's professional judgment of counteyfgrmance against the CPIA criteria should
continue to be the key input in determining coustgres.

A- COUNTRY POLICY AND INSTITUTIONAL ASSESSMENT (CPI A A-C)

1. M ACROECONOMIC M ANAGEMENT

This criterion assesses the quality of the mon&tachange rate and aggregate demand
policy framework. A high quality policy framework one that is favorable to sustained medium-
term economic growth. Critical components are: anetary/exchange rate policy with clearly
defined price stability objectives; aggregate detnaalicies that focus on maintaining short and
medium-term external balance (under the current faneseeable external environment); and
avoid crowding out private investment. Fiscal issuacluding sustainability, are covered in
criterion 2 (Fiscal Policy), and debt issues areeced in criterion 3 (Debt Policy). In assessing
the quality of the policy and institutional frameska@utcome indicators should be used to inform
the determination of the score.



Guideposts:

* IMF Article IV Consultation; other relevant reparts

1 For 2 years or more, aggregate demand policies ¢awerated macroeconomic imbalances and raisetkhe
of (or led to) balance of payment crisis; mone&xghange rate policies have not been oriented ttsyaice
stability; and public spending has been crowdingpuivate sector investment.

2 Aggregate demand policies are inconsistent withroeconomic stability. Monetary and exchange raleigs
do not ensure price stability; and there is sigaifit private sector investment crowding out. Polieynework
is inadequate to mitigate the effects of externtdfinal shocks.

3 Sporadic or partial attempts to address macroenanonbalances (e.g., pursue price stability, redoarrent
account deficits, mitigate the effects of extershbcks, and avoid crowding out). In many casess#teof
policies pursued are not fully consistent.

4 Aggregate demand policies pursue external andnatdalances. Monetary/exchange rate policiesyaupsice
stability; and expenditure policy intends to aveoidwding out. Policy inconsistencies or slippadesyever,
sometimes undermine the achievement of these olssct

5 Aggregate demand policies pursue external andnatdalances. Rapid and flexible policy respon#&gates
the effects of external or internal shocks. Mongtatchange rate policies clearly target price $tgbiand
public spending does not crowd out private invesitme

6 For 3 years or more aggregate demand policies imavetained external and internal balance and hdéuate
safeguards against external/internal shocks. Moyletechange rate policies have maintained pricbilgtg
and public spending has not crowded out privatestment.

2. FiscaL PoLicy

This criterion assesses the short- and medium-saistainability of fiscal policy (taking
into account monetary and exchange rate policythaedustainability of the public debt) and its
impact on growth. Fiscal policy is not sustainableresults in a continuous increase in the debt
to GDP ratio and/or creates financing needs thaaiabe adequately met by the supply of funds
available to the public sector. This criterion cevihe extent to which: (a) the primary balance is
managed to ensure sustainability of the publicrfoes; (b) public expenditure/revenue can be
adjusted to absorb shocks if necessary; and (c)ptgision of public goods, including
infrastructure, is consistent with medium-term gitowSustainability is defined inclusive of off-
budget government spending items and contingehtlitias. The impact of fiscal policy on
economic growth depends on the marginal produgtigit government spending and on the
distortions introduced by taxes collected to firattus spending.

Guideposts:

* IMF Article IV Consultation and other relevant refs

1 For 2 years or more fiscal policy has contributediacroeconomic imbalances (high inflation, cravgdout of
private investment, and unsustainable current atateficits or unsustainable public debt). Pubkpenditures|
and revenues have been inflexible to adapt to sho€ke provision of public goods has been greptly




insufficient to support medium-term growth.

Fiscal balance is likely to lead (or is alreadgdmg) to macroeconomic imbalances. The primararzs is
insufficient to halt the increase of the ratio paldebt to GDP; public expenditure and revenuesrigid to
adapt to shocks without jeopardizing the qualitd guantity of public goods produced; and the piiovif
public goods is insufficient to support medium-tegrowth.

Sporadic efforts to address macroeconomic imbakattrough fiscal policy, but not maintained cotesifly, or
implemented through ad-hoc or temporary measurats dhnnot be maintained (i.e., unrealistic cutseal
wages, or cuts in public investment with high Idegm run returns). Public expenditure and reveigidities
and/or delayed response result in frequent depgartitom the programmed balance when unexpectedksioc
occur. The provision of public goods in some aigassufficient to support medium-term growth.

Fiscal policy is consistent with macroeconomicbsiiy and debt sustainability, but there are odwaal
slippages. Fiscal balance is sometimes reachédu axpense of public goods provision. Fiscal polesponse
to shocks is reasonably rapid. The quality of pulgioods provision is in many areas sufficient tppsrt
growth most of the time.

Fiscal policies are consistent with macroeconomstgbility. Fiscal balance can be financed in a non-
inflationary way and is consistent with adequatedirfor the private sector and a sustainable péthublic
debt. Public expenditures and revenues are flextibladapt to shocks, and the provision of publiodsis
adequate to support growth.

Fiscal policy has been supporting, for 3 yeamiore, macroeconomic stability. The primary surgias been
managed to maintain a stable and low ratio putdizt do GDP; public expenditure and revenues hajestsdl
to shocks without jeopardizing the quality and ditgof public goods produced; provision of pubdiocods has
been adequate to support medium-term growth.

DEBT PoLicy

This criterion assesses whether the debt managestrateégy aims at minimizing budgetary
risks and ensuring long-term debt sustainabilitye Triterion evaluates the extent to which
external and domestic debts are contracted withieav \to achieving/maintaining debt
sustainability, and the degree of co-ordinationweein debt management and other
macroeconomic policies. Adequate and up-to-datnimétion on debt stock and flows is an
important component of debt management strategyell, accurate statistics on the level
and composition of debt, both domestic and extensahecessary as is the capacity to
analyze the volatility of debt servicing due to leange rate and interest rate shocks. A
dedicated debt management unit should be able t@tonaew borrowing with a view to
ensure debt sustainability, including headroometetage additional resources in the event
of exogenous shocks. Effective inter-agency coatihn on issues related to debt
management and debt sustainability is also cru€tak criterion covers the adequacy of the
debt recording systems, the timelines of the puldiot data, and the effectiveness of the debt
management unit. Regarding treatment of MDRIhdwd be noted tat MDRI should not be
used as a rationale for proposing higher countores; given that it is an external action
which is related to country performance alreadyiporated in the CPIA scores.

Debt burden indicators are high, and the courgrgunning arrears. New debt is contracted in ansdienns
that are not conducive to long-term debt sustalitgbilittle coordination/ major inconsistenciesig between




debt management and other macroeconomic polici&ystems for recording and monitoring debt pare
inadequate, and no unified debt management ursteeXdebt data are not accurate and/or publiclylae.
Borrowing operations are reactive and the autlesrithay resort to quasi-fiscal financing by the @riank,
use of captive investors, and other short-term éxgpe measures. There is no clear financing styaseql the
legal framework for borrowing is not defined.

2 Debt burden indicators are high with a significaigk that arrears will emerge in the absence ditde
restructuring/reduction. New external/domestic deltontracted on terms that may worsen debt swsidity
in the short/medium term. There is little coordioatbetween debt management and other macroecorjomic
policies and major conflicts may exist. A debt ngemaent unit exists, but lacks adequate systemeémrding
and monitoring debt. Data on debt are made availabl a sporadic basis and analytical capacity igkw
Financing strategies are prepared on an informsistznd are not clearly linked to the compositibdebt. The
legal framework for borrowing is defined, but theselittle coordination between agencies resposasiol
contracting debt.

]

3 Debt burden indicators do not signal a risk oftdedrvice problems, though in the medium term thentry
may experience debt-servicing difficulties in theet of shocks. New external/domestic debt is @mbéd in
amounts and on terms that are partly conduciveeht slustainability. There is some coordination leetvdebt
management and other macroeconomic policies. A delrtagement unit exists, debt-recording systemg are
adequate, but analytical capacity could be boldtebata on public debt is produced, but it may ifgcdlt to
obtain an overall picture of its composition. Emgibas placed on developing an annual plan fomitivag the
government, but it may lack specificity and is set in a medium-term framework. The legal framewionk
public borrowing is clearly defined, although cooation and information sharing between differegércies
responsible for contracting debt could be improved.

4 Debt burden indicators do not signal a reasonadieof debt servicing difficulties. New externadftiestic debt
is contracted in amounts and on terms conducivéetit sustainability. There is some coordinationveen
debt management and macroeconomic policies. A deltagement unit exists, debt-recording systemg are
adequate, and analytical capacity is satisfactbgta on public debt is produced, but it may beidiff to
obtain an overall picture of its composition. Emgibas placed on developing an annual plan fomitivag the
government, but it may lack specificity and is set in a medium term framework. The legal framewiork
public borrowing is clearly defined and there isngocoordination and information sharing betweeffecdéht
agencies responsible for contracting debt.

5 Debt burden indicators do not signal a reasonabkeof debt servicing difficulties. Terms of newrbowing
are conducive to long-term debt sustainability. fEhis good coordination between debt management| and
macroeconomic policies. The debt management umielsestablished, supported by efficient systeams] has
good analytical capacity as indicated by regulalyital work on debt. Regular, comprehensive arclieate
statistics are produced. The government producegadly a strategy defining how the composition tué tiebt]
is projected to evolve over the medium term. Thyaldramework for public borrowing is clearly defith and
information is shared between different agencispaasible for contracting debt.

6 Debt burden indicators do not signal the poss$jbdif debt servicing difficulties even under reasble shock
scenarios. Terms of new borrowing are conducivierig-term debt sustainability. There is good camation
between debt management and macroeconomic polanesdebt management is implemented separately from
monetary policy. The debt management unit is wetihlelished, supported by efficient systems, andgoasi
analytical capacity. Regular, comprehensive anthate statistics are produced. The objectivesdfsit
management are public (and may be defined in ketipsl), and the government produces annually desfyd
defining how the composition of the debt is progekcto evolve over the medium term, based on a tiybrp
analysis of risk and cost, and taking into accdhat(explicit) constraints that the government §ac&€he lega
framework for public borrowing is clearly definednd information is shared between different agenie
responsible for contracting debt.

4. POLICIES AND INSTITUTIONS FOR EcoNomMIC COOPERATION, REGIONAL INTEGRATION &
TRADE



This criterion assesses how the policy framewoskeis regional integration and trade in goods.
The first part of this criterion seeks to measime éxtent to which a country supports regional
organizations in which it is a member and its cotmment to economic cooperation and regional
integration initiatives. The second part of partoferion focuses on trade and covers two areas :
(a) trade regime restrictiveness focusing on thghtef tariffs barriers, the extent to which non-
tariff barriers (NTBs) are used, and the transpeyeand predictability of the trade regime; and
(b) customs and trade facilitation, including theéeat to which the customs service is free of
corruption, relies on risk management, processeg clllections and refunds promptly, and
operates transparently. The overall score for tra@deweighted average of the scores for the two
components: (a) trade restrictiveness (0.75) ahdustoms/trade facilitation (0.25).

Guideposts:

* Private Sector Profiles

* FIAS Administrative Barriers Reports (where curjent
http://www.fias.net/

 WTO Trade Policy Review (where current).
http://www.wto.org/english/tratop e/tpr e/tpr e.htm




8

1.1 Has signed and ratified less than 25% of protoantsagreements of key regional economic integratiah
cooperation institutions. Non-existence of a me@rarand policies for addressing regional integratiad co-
operation. No allocation of government resource®fisting regional economic integration projeats{gammes
for two years or more.

1.2

a. Average tariff above 25 percent; many rates ats@percent; no use of tariff bands. Internaltiara(e.g., VAT,
excises, sales tax, withholding procedures, etisgrichinates heavily against imports. NTBs (e.gti-dumping,
protectionist technical standards, price contrslde monopolies, tariff rate quotas) routinelyduse limit trade.
Administrative measures are non-transparent, disci@y, and discriminatory. Tariff setting process
unpredictable, favours specific firms, and is mahsparent. Many export taxes at high tax rates.

b. Corruption and arbitrary decisions are endefatal reliance on physical examination for contblimported
goods. Import and export documentation and proesdare manual and paper-based. Poor processingy#éudd
tax collections; refunds rarely paid. Customs pdoces are not documented. Mechanisms for appealistbms
decisions do not work.

2.1 Has signed and ratified between 25-50% of protoantbagreements of key regional economic integratial
cooperation institutions. Non-existence of a me@rarand policies for addressing regional integratiad co-
operation issues. Limited allocation of governm@sburces for existing regional economic integraicojects/
programs.

2.2

a. Average tariff below 25 percent; many rates ab&¥ percent; more than 5 tariff bands. Discrininatnternal
taxes used as trade policy tool. Widespread udErafs, especially trade monopolies and quantitatégtrictions.
Administrative measures are documented, but aidigatory and discretionary. Tariff rates areustgd
frequently and not transparently; concessions aedhetions are often given to specific firms. Manpeart taxes,
often at high rates.

b. Widespread perception of corruption. Heavyarae on high levels of physical examination of go
Documentation on trade goods paper-based, but siggploy information technology (IT) for duty assessit and
statistical purposes. Collection of duties, taxes] payment of refunds routinely slow and cumbeesdublished
laws, regulations, and procedures are incomplatéjabed, and cumbersome. Formal mechanisms in ftag
appealing customs decisions, but are difficultge.u

3.1Has signed and ratified between 50-75% of protoantbagreements of key regional economic integratial
cooperation institutions. Partially effective meotsan for addressing regional integration issuesufficient
allocation of government resources to existingaegi economic integration projects and programrag.arrears
on multinational projects are temporary and duadministrative reasons.

3.2

a. Average tariff below 20 percent; 5 or fewer @andaximum band at 30 percent tariff. Few case
discriminatory internal taxation. Common use of NTBpplied transparently and on most favored nafidiaN)
status basis, but not automatically. Tariff ratesadjusted more than once a year, but througansparent proces
Few export taxes.

b. Allegations of corruption are frequent. Decisiam level of documentary/physical examination dasartially on
risk assessment. IT employed for processing of adattbns, duty assessment and control of transitdgq
Collection of duties, taxes, and payment of refuofien slow and cumbersome. Laws, regulations,gandelines
published; procedures need to be simplified andmalized. Formal mechanisms for appealing custdewsions|
work erratically and slowly.

4.1 Has signed and ratified between 75-90% of protoantsagreements of key regional economic integratia
cooperation institutions. Well-functioning regionadegration mechanism. Adequate allocation of govent
resources for regional economic integration prgjectd programmes. Existence of an effective foaattgor
regional economic integration. No arrears on mattomal projects for at least nine months.

d
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4.2

a. Average tariff below 16 percent; 4 or fewerffdvands, maximum band at 25 percent tariff rateceptional and
temporary cases of discriminatory internal taxatldmBs, such as standards, are limited to a redbtifew sensitive
goods, but are transparent and non-discretionamff Tates are adjusted no more than annuallypugh a
transparent process. No export taxes.

b. Limited allegations of corruption in customs adistration. Risk management guides most decisiaking.
Reliance on IT for processing of declarations, dasgessment, control of transit goods. Manifefgtrimmation
transmitted to customs electronically. Facility #gi for Direct Trader input of import/export deealhons.
Collections and refunds processed relatively qyielkid at low cost. Laws, regulations and guidelarespublished
attempts made to simplify and rationalize procesluf€ormal mechanisms established for appealingomss
decisions.

5 a. Average tariff below 12 percent; 3 or fewerffdsands, maximum band at 20 percent tariff rat¢erinal
taxes do not discriminate between imported andllpcaducts. NTBs are used infrequently and i
transparent and non-discriminatory manner. Tasfés rarely change other than through negotiatate
agreements.

b. Customs has reputation for professionalism; ifestances of corruption. Risk management used aB
basis for decisions on treatment of import and exponsignments. Low level of physical examinatioBstensive
use of IT. Facility exists for direct trader inmftimport/export declarations and payment of carig taxes. Usuall
speedy and complete processing of collections afidnds. Laws, regulations, and guidelines are il
simplified, and rationalized. Speedy resolutiorappeals against customs decisions.

5.1 Has signed and ratified over 90% of protocols agdeements of key regional economic integration
cooperation institutions, and has implemented sagrheed upon protocols, agreements, policies, pnuges and
projects, and the mechanisms for their implememtatire efficient making discernible progress towapdlicy
harmonization with countries in the region. No arseon multinational projects for at least the tast year.

5.2

a. Average tariff below 12 percent; 3 or fewerftdsands, maximum band at 20 percent tariff ratéernal taxes dq

not discriminate between imported and local proslusiTBs are used infrequently and in a transpaaedt non-
discriminatory manner. Tariff rates rarely changfgeo than through negotiated trade agreements.

b. Customs has reputation for professionalism; few irtances of corruption. Risk management used as ma
basis for decisions on treatment of import and expt consignments. Low level of physical examinations
Extensive use of IT. Facility exists for direct tader input of import/export declarations and paymern of duty

and taxes. Usually speedy and complete processing anllections and refunds. Laws, regulations, ang

guidelines are published, simplified, and rationalied. Speedy resolution of appeals against customscisions

6.1 For at least the last 3 years, the governmenteffagently implemented regional policies, prograssnand

projects and the mechanisms for their implementatiave been efficienHas significantly harmonized fiscal anfd

monetary policies with regional member countries.a¥rears on multinational projects for at leastlttst 3 years.

6.2

a. Average tariff rate less than 7 percent; maximuntariff rate 15 percent. No internal tax discrimination.
Little or no use of protectionist NTBs. Tariff rates rarely change other than through negotiated trade
agreements.

b. Customs has sound reputation for professionatiath integrity. Risk management extensively usesty\Mow
level of physical examinations. Approaching paplgading environment. Laws, regulations, and ginds are
published, simplified, and rationalized. Speedyha#on of appeals against customs decisions; rppidessing o
duties, taxes, and refunds.
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5. FINANCIAL SECTOR

This criterion assesses the structure of the filmdusector and the policies and regulations
that affect it. Three dimensions are covered;i(e@ricial stability; (b) the sector’s efficiency,qdB,
and resource mobilization strength; and (c) actedsancial services. These are areas that are
fundamental to support successful and sustainaiterns and development. The first dimension
assesses the sector’s vulnerability to shocksbémking system’s soundness, and the adequacy of
relevant institutional elements, such as the degfeglherence to the Basel Core Principles and the
quality of risk management and supervision. The@séaimension assesses efficiency, the degree
of competition, and the ownership structure offthancial system, as well as its depth and resource
mobilization strength. The third dimension covanstitutional factors, (such as the adequacy of
payment and credit reporting systems) the regulat@mework affecting financial transactions
(including collateral and bankruptcy laws and theiforcement) and the extent to which consumers
and firms have access to financial services.

Monetary policy issues are covered in the econanmacagement cluster, although some of
the indicators to be used in the criterion measheemacro-financial interface. The size of the
economy and its degree of sophistication shoulddpeopriately taken into account in interpreting
the guidelines. In the criterion and associateddegjines both quantitative and qualitative
parameters are used to assess country performaidese indicators should not be analyzed in
isolation, but rather as a set to determine theadveting?

Guideposts:

World Development Indicators;

1 a. Banking sector very vulnerable to shocks. &ldrNPLs and level of capital at risk are veryhthigNo
adherence to Basel Core Principles, and the qualitisk management in financial institutions isyweoor.
Supervisors lack tools and resources to adequasslyss risk.

b. Size and reach of financial markets is very limjtadd capital markets are very underdevelopederést
rate spreads are very high and private sector tcfigelicent of GDP) is very low, given the econonsize
and sophistication. Microfinance very inefficient.

c. Payment and clearance systems and credit rep@ystgms are highly underdeveloped. Very small perce
of the population has access to formal sector Gr@rservices, and small and medium enterprisesHN
have very limited access to finance. Legal andletgry framework burdensome to financial services.

2 a. Banking sector highly vulnerable to shocksh@ medium term. Share of NPLs and level of capitaisk

The level of capital at risk is defined as [NPLsan Loss Provisions (LLP)] /Banking system cdpikor each
element of the rating scale, indicative threshal@sincluded in the guidelines for NPLs as a sbamortfolio, and
for capital markets degree of capitalization.

For example, many banking systems with low intetiagon levels have high capital adequacy raticscélnse
banks do not lend, the system is stable and bamksvell-capitalized). If capital adequacy ratiog aised as an
indicator of soundness, these systems would geégladtore for financial stability and a low scooe financial
sector depth. However, the high score for finanstability is likely to be a consequence of the Iswore for
financial sector depth. The stability of this systhas not been tested at higher levels of finantatrmediation.
Such a system should probably get a low score yeod an average score.
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4

the level of capital at risk are moderate. Generdherence to Basel Core Principles (capital adeg
requirements in line with or above Basel | requieats, enforcement improving) and the quality ok fis
management in financial institutions is not quatisfactory. Supervisors have a moderate abilitgs®ess risk.

b.

5

is consistent adherence to Basel Core Principldsgality of risk management in financial instituts and of
supervision is generally satisfactory.

b.

are high. Adherence to Basel Core Principles igtdith(capital adequacy requirements not in lindeow

Basel | requirements). Quality of risk managemeantfinancial institutions is poor. Supervisors yse

rudimentary tools and resources to adequately sissbs
Size and reach of financial markets are limitedi eapital markets underdeveloped, but improvinterkst

rate spreads are high, and private sector creditc@mt of GDP) is low, given the economy’s size and

sophistication. Microfinance is inefficient.

Payment and clearance systems and credit repasiisgms are underdeveloped. Small percent o
population has access to formal sector financialicses. SMEs face significant limitations in acceéss
finance. Legal and regulatory framework burdenstorfenancial services.

Banking sector vulnerable to shocks in theiomaderm. The share of NPLs and the level of cépitaisk
are moderately high. Adherence to Basel Core Riiesiis limited (capital adequacy requirementsirie

with or below Basel | requirements but enforcemesnweak) and quality of risk management in finahgi

institutions is poor but improving. Supervisordligpto adequately assess risk is very limited.

the

Size and reach of financial markets, and capitatketa, underdeveloped but growing. High but falljng

interest rate spreads, and moderately low ratiprivfate sector credit to GDP. Microfinance modela
inefficient.

Underdeveloped but functioning payment and cleaaystems and credit reporting systems. Small
growing percent of population has access to forseator financial services. Limited but improvingess
to finance by SMEs. Legal and regulatory framewmkdensome to financial services but improving.

but

a. Banking sector is to some extent vulnerabkehtucks in the medium-term. The share of NPLs jand

Size and reach of financial and capital markets@gghing adequate levels for economies of similze

and sophistication. Interest rate spreads somehigatbut falling, and the private sector creditaghof

uac

GDP) is moderately adequate for the economy’s simé sophistication. Microfinance is reasonably

efficient.

Payment and clearance systems and credit repogystems moderately developed and functiopal.

Moderate share of the population has access tcaleattor financial services. SMEs have moderatesast
to finance. Legal and regulatory framework stilkveeaknesses but generally supports access ta@énan

a. Banking sector resilient to shocks. The sb&fPLs and the level of capital at risk are lovinefe

Size and reach of financial markets is good. Chpitarkets reasonably strong. Interest rate spreads

reasonable, and high ratio of private sector cted@&DP. Efficient microfinance.

Payment and clearance systems, and credit repastistgms are well developed. Sizeable share o
population has access to formal sector financialices. SMEs have good access to finance. Legal
regulatory framework supports access to finance.

Banking sector highly resilient to shocks. Thars of NPLs and the level of capital at risk ageyvow.

There is consistent adherence to Basel Core Phascifpllowing best practice. The quality of rigk

management in financial institutions and of supgori is good.

Size and reach of financial markets very good. ristroapital markets. Interest rate spreads low, \eamy
high ratio of private sector credit @DP. Very efficient microfinance.

Payment and clearance systems and credit reg@ystems demonstrate best practice. Vast majufritye
population has access to formal sector financialices. SMEs have very good access to finance. |laagh
regulatory framework supports access to finance.

the
and
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6. BUSINESS REGULATORY ENVIRONMENT

This criterion assesses the extent to which thal |eggulatory, and policy environment helps or
hinders private business in investing, creatingj@md becoming more productive. The emphasis is
on direct regulations of business activity and fagon of goods and factor markets. Three sub-
components are measured: (a) regulations affeetiiy, exit, and competition; (b) regulations of
ongoing business operations; and (c) regulationabr markets (labour and land). These three
components should be considered separately andhyegueighted. Macroeconomic aspects are
covered in criteria 1 to 3; trade factors are as=@sn criterion 4. Some business environment
related issues are covered in criterion 12, nardegretion and lack of transparency in obtaining
business licenses. Issues related to access b @re@dssessed in criterion 5.

Guideposts:

Doing Business indicators

* Procedures, time, cost to start a business;

* Rigidity of employment law index;

» Time, cost and recovery rate on insolvency;

* Procedures, time and cost to register property;

» Corporate governance disclosure index;

* Procedures, time and cost of business licensings(oaction) (available December 2004);

Investment Climate Assessments (FOR AVAILABLE COUNTRIES)

http://www.worldbank.org/privatesector/ic/ic countreport.htm

Other indicators

* World Bank Institute Governance Indicators—RegulatQuality
http://www.worldbank.org/wbi/governance/govdata2idex.html
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Extensive bans on, or complex licensing ofegtment. Procedures to enter and exit are extrediféiyult
and costly. No legal framework to address antijgetitive conduct by firms in naturally-competitive
markets. Public sector entities are required tclpase only from state firms.

Extremely burdensome operational licensing, permitspections, and other compliance syste
including taxes and customs. Goods markets ardyhightricted, e.g. through extensive state owriprgh
competitive sectors, widespread price controlgherstate makes administrative allocation/decisairmut

ms,

production. No, or weak requirements on ownershig financial disclosure, few or no shareholger

protections; those that exist are not enforced.

Extensive labour market controls and rigidity obdar regulation. Private land ownership is illegal
severely curtailed. Very few businesses have fotitialor use rights to land. Process to registepprty
extremely costly.

Many bans on, or complex licensing of, investmBrocedures to enter and exit economic actsvdie
very costly. Very limited legal framework to addsemti-competitive conduct by firms in naturally-
competitive markets. Public entities are requie@durchase many goods and services only from state
firms.

Burdensome operational licensing, permits, inspestiand other compliance systems, including tares
customs. A market for goods exists, but theregaiicant state intervention, e.g. a significantgence of
regulated parastatals in product markets and/onifgignt subsidies on major commodities. We
regulations on ownership and financial disclostdiesy shareholder protections; those that exist are
effectively enforced.

Very rigid employment regulations and other labdostitutions that significantly depress form
employment. Private land ownership curtailed byrigtsve land use rights and distortions from prdpe
market controls. Many businesses do not have fotithalor use rights to land. Process to registepprty
is very costly.

Few bans on investment, but there are comfmeRrding requirements for many activities. Proceduo
enter and exit many economic activities are cosigal framework to address anti-competitive comdiyc
firms exists, but there is no effective enforcemétblic sector entities are not formally requited
purchase exclusively from state firms, but ther@idespread implicit pressure to do so.

Operational licensing, permits, inspections anceottompliance systems, including those relatedites
and customs, are moderately burdensome in somerseét market for goods exists, but there is sg
state intervention through controls and/or subsithees. Inadequate regulations on ownership
financial disclosure; those that exist are somedine enforced effectively.

ak

al

me
and

Rigid employment regulations and other labour tostns depress formal employment. Private land

ownership permitted with very few restrictions dstdrtions from property market controls, but imgtice
some businesses do not have formal title or usesrig land. Process to register property is costly

Licensing requirements for most activities @iated or streamlined, but remain problematic imesacases
Few barriers to entry and exit for most activitiest barriers remain for some. Good legal framewvtork
address anti-competitive conduct by firms existg] enforcement is often, but not always, effectReblic
entities are free to procure from any source, Ihettet is occasional interference.

Operational licensing, permits, compliance and @atipn requirements, including those related t@$q
and customs, impose few burdens on business. lditext state intervention in goods markets thro
controls and/or subsidies, but there some markpeifactions are not addressed, e.g. high concantr
ratios in industries enjoying some trade protectanproducing non-tradable goods. No signific
parastatals in product markets. Corporate govemdaws generally encourage disclosure and prg
shareholder rights, although enforcement requirgsavement.

X
igh
At
ant
tect

Employment law is reasonably flexible, but there aome labor market institutions that depress fbfma
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employment in some sectors. No legal/institutidmalriers to land ownership, but land markets cdadg
distorted by significant monopolistic elements. Regging property is reasonably easy.

5 a. Veryfew bans or investment licensing requinetsieFew barriers to entry and exit of businesodidegal
framework to address anti-competitive conduct by exists and is generally enforced. All publictee
entities are free to procure from any source.

b. Operational licensing, permits, inspections anceottompliance requirements, including those related
taxes and customs, impose only minimal burdens uminbss. State intervention in the goods market is
generally limited to regulation and/or legislatido smooth out market imperfections. Corporate
governance laws encourage ownership and finanésalogure and protect shareholder rights andjare
generally enforced.

c. Employment law provides for flexibility in hiringna firing. State intervention in the labor and Ignd
markets is limited to regulation and/or legislatiom smooth out market imperfections. Procedure$ to
register property are simple and low-cost.

6 a. Almost no bans or investment licensing requéets. Regulations facilitate efficient entry andt ek
business. Good legal framework to address anti-edithye conduct by firms exists, and is consistentl
enforced. All public sector entities are free toqure from any source.

b. Streamlined industry licensing, permits, and insipes requirements facilitate business activityat&
intervention in the goods market is limited to ragion and/or legislation to smooth out market
imperfections. Corporate governance laws encoutigelosure and protect shareholder rights and| are
enforced effectively.

C. Employment law provides a high degree of flexipiltb hire and fire at low cost. Other labor marfet
institutions facilitate doing business. State imésttion in the labor and land markets is limiteddgulation
and/or legislation to smooth out market imperfatsioProcedures to register property are simple cost,
and fast.

7.GENDER EQUALITY

This criterion assesses the extent to which thetcpinas enacted and put in place institutions
and programs to enforce laws and policies thatpfainote equal access for men and women to
human capital development opportunities; (b) pranetjual access for men and women to
productive and economic resources; and (c) give amelhwomen equal status and protection under
the law.

For the domain ohuman capital development opportunitfigee focus is on primary and
secondary education, antenatal and delivery caek family planning services. For the domain of
equal access teconomic and productive resourcele focus is on labor force participation and
remuneration, business ownership and managemaeadtiéaure, and inheritance. For the domain of
equal status and protection under the Jawe focus is on ratification of the Convention the
Elimination of All Forms of Discrimination AgainstVomen (CEDAW), family law, violence
against women, and political participation.

Each domain should be rated separately in a camtinthat extends from 1, a “Very Weak”
score at one extreme, to 6, a “Very Strong” scorthe other. The overall rating for this questien i
an unweighted average of the scores in each dhtee domains
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1 a
b.
C.

2 a
b.
C.

3 a
b.
(of

4 a., b.

5 a

Significant differences exist in female to mateolment in primary or secondary education.
Substantial gaps exist in access to antenatallivedgcare and family planning services. Polic
and laws are obstacles to gender equality in educadccess to antenatal care and delivery,
access to family planning services. There have beerecent efforts to make laws or polic
more supportive of gender equality in educatiorweas to antenatal and delivery care, or ac
to family planning services.

Significant gender disparities exist in participatiand remuneration in the labor force, busin
ownership, land tenure, property ownership, aneritdince practices. Formal policies and |3
are obstacles to gender equality in these areakthaie have been no recent efforts to m
formal laws and policies more supportive of geretguality.

CEDAW has not been ratified. Family law gives med asomen different rights in requesting
divorce, or in obtaining individual identity cardg a passport. Violence against women

es
and

CESS

eSS

WS
ake

a
is

common, the law does not treat it as a crime, drdetare no policies, institutions or programs

aimed at decreasing violence against women. Sogmifi gender disparities exist in politig
participation at the local or national level. Lavasd policies are obstacles to wome
participation in national or local governments, dlnere have been no recent efforts to make |
and policies more supportive of gender equalithia respect.

Same as 1a), except that there have been refferts to make laws or policies more suppo;ﬂlve

of gender equality in education, access to antérsatd delivery care, and access to fa
planning services.

Same as 1b), except that there have been recenmtsetb make formal laws and policies mc
supportive of gender equality.

al
'S
WS

ily

=

e

Same as 1c), except that there have been recenisdff make laws and policies more supporfive

of gender equality in this respect.

Significant differences prevail in female to enanrolment in primary or secondary educati
and substantial gaps exist in access to antenatdélivery care and family planning service
particularly at the regional urban/rural levelsoli€ies and laws provide for gender equality,
education, access to antenatal care and deliveny, agcess to family planning services
enforcement is weak because there are no mechafasthgir enforcement.

Significant gender disparities exist in partatipn and remuneration in the labour force, bugr
ownership, land tenure, property ownership andritdre practices. Formal policies and la
provide for gender equality in these areas, bubreeinent is weak because there are
mechanisms for their enforcement.

CEDAW has been ratified with reservations. Fgnalw gives men and women equal rights
requesting a divorce, and in obtaining individudéritity cards or a passport. Violence agal

S,
n
but

es
WS
no

n
nst

women is common and it is a considered a crime. [&lvehowever, is weakly enforced becalse

there are no mechanisms for their enforcement.nifgignt gender disparities exist in politic|
participation at the local or national level. Lawnsd policies provide for gender equality
participation in national or local governments, laue weakly enforced because there are
mechanisms for their enforcement.

and c., same as 3, except that there ackanisms to enforce these laws (e.g., in the fofn
programs to achieve gender equality, or institii@md agencies to guide the achievemen
gender equality).

al
n
no

1Ke)
t of

No major differences in female to male enrolmeanprimary and secondary education. Brg

ad
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access to antenatal or delivery care and familyptay services. Policies and laws that
specifically address gender equality in educataotess to antenatal care and delivery, and to
family planning services are broadly enforced. Hesve there are no active programs |or
institutions to prevent an increase in gender iaéities or a decline in antenatal or delivery care
or in family planning services.

b. Few or no gender disparities exist in participato remuneration in the labour force, business
ownership, land tenure, property ownership and ritdiece practices. Policies and laws that
specifically address gender equality in these aaeasbroadly enforced. However, there are| no
active programs or institutions to prevent an iaseein gender inequalities in these areas.

c. CEDAW has been ratified without reservations. Fgr@lv gives men and women equal rights|in.
a. requesting a divorce and in obtaining individidaintity cards or a passport. Extremely few| or
no cases of violence against women. Violence apaiogen is considered a crime. Relativgly
few gender disparities exist in political partidipa at the local or national level (compared|to
international averages). Policies and laws thati§igally address gender equality in these afeas
are broadly enforced. However, there are no agiegrams or institutions to prevent an incregse
in domestic violence or to promote greater gendemakty.

6a., b. and c., same as 5, except that policieslams that specifically address gender equalitylin
these areas are consistently and effectively eafhrand there are active programs or institutipns
to prevent an increase in gender inequalities @roomnote greater gender equality.

8.EQuITY OF PuBLIC RESOURCE USE

This criterion assesses the extent to which theepabf public expenditures and revenue
collection affects the poor and is consistent withtional poverty reduction priorities. The
assessment of the consistency of government sgemdih the poverty reduction priorities takes
into account the extent to which: (a) individualspups, or localities that are poor, vulnerable, or
have unequal access to services and opportunigddentified; (b) a national development strategy
with explicit interventions to assist the groupe®ntfied in (a) has been adopted; and (c) the
composition and incidence of public expenditures tacked systematically and their results
feedback into subsequent resource allocation aerssi The assessment of the revenue collection
dimension takes into account the incidence of mtgges, e.g., whether they are progressive or
regressivé, and their alignment with the poverty reductionopities. When relevant, expenditure
and revenue collection trends at the national anmmational levels should be considered. The
expenditure component should receive two thirdhefweight in computing the overall rating.

Guideposts:
The assessment should draw on:

* A national development strategy and the Bank’sl{eir partners’) assessment, including in
IDA countries the Joint Staffs Assessment (JSA)aintries’ PRSPs;

A regressive tax redistributes income from thergo rich, taking a greater percentage of a loweome than of a
higher income. In contrast, a progressive tax talliges income from the rich to the poor. Undg@ragressive tax
the average rate of the (income) tax increasescasrie increases.
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» Available Public Expenditure Reviews, poverty asal; country economic memorandum,
or any other relevant analytical work prepared iy Bank, the government, other donors

and development partners.

1 a Public expenditures are not aligned with pgvegduction priorities. Poverty diagnosis, and
identification of vulnerable groups, and of growp® access to basic services, not in place. Nuegy and
interventions to explicitly assist above identifiggoups. No tracking of composition and incidende|
expenditures and no feedback into allocation afueses.

he

b. The overall incidence of revenues is very regjke and does not reflect national povgrty

reduction priorities.

2 a Public expenditures are only marginally alignedh poverty reduction priorities. Pover
diagnosis in place but does not identify targeugeo There is a strategy to assist the poor, theexkable, and
those lacking access to services place, but witheyilicit interventions. Only a general tracking
expenditures is available (recurrent and investraadtby ministry). No benefit incidence analysis.

b. The overall incidence of revenues is largelgressive and does not reflect national poverty ctou
priorities.

3. a Public expenditures are unevenly aligned watierty reduction priorities, but there are ongo
efforts to improve alignment. Poverty diagnosisiifees only some sub-groups of poor, vulnerableugis, and
those lacking services. A few interventions arepiace to assist identified groups, and implemeoats
partial. There is a tracking of spending by prograat not spatially or by target group

b. The overall incidence of revenues is regressirdy small steps, if any, are being taken to ecirthis and
to ensure consistency with the national povertyicédn priorities.

a. Public expenditures are generally alignedaeepty reduction. The poverty diagnosis generalgniifies
poor, vulnerable groups, and those lacking servitlsre are ongoing interventions targeted at itiedt
groups, but implementation of the strategy is partexpenditures are tracked by category, progtam,

y

of

ng

region. Benefit incidence analysis is uneven. Faeklbof the analysis to subsequent expendifure

allocations is increasing.

b. Some egregious regressive revenue sourcesireludiinitiatives are underway to correct them andure
that revenue generation is consistent with natipoakrty reduction priorities.

a. Public expenditures are generally aligned teepy reduction priorities, and alignment is impiray.
Poverty diagnosis clearly identifies poor, vulnéeagroups and those lacking services. There ageted
interventions to assist identified groups and thgnanent of expenditures with the strategy is imying.
Tracking of expenditures in place by program, catggand region. Benefit incidence analysis caroet
on a few programs, but some important programsiat@ssessed. Feedback of the analysis to subgg
expenditure allocations is broadly in place.

b. There are few, if any, egregious regressiwedaRevenue generation generally aligned withonati
poverty reduction priorities.

a. Public expenditures are fully aligned with payeeduction priorities. Strong poverty diagnoisisn place
that very clearly identifies poor, vulnerable greppnd those lacking services. Strategy adoptdu wedl-
defined interventions directed at assisting idedif groups. Good progress achieved in align
expenditures with the strategy. Tracking of spegd{program, category, region) in place. Ben
incidence analysis carried out for major prografsedback of the analysis to subsequent expend
allocations is fully implemented.

guen

ing
pfit
iture

b There are no egregious regressive revenue souRm&nue generation aligned with national povT[rty

reduction priorities
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9. BUILDING HUMAN RESOURCES

The breadth and quality of a countryisman capital is a key determinant of its economic
growth and social development, including globaaiathent of the Millennium Development
Goals (MDGs), over half of which relate to HumanvBlepment (HD) outcomes. This criterion
assesses the national policies and public andtpreector service delivery that affect access to
and quality of: (a) health and nutrition servicesluding population and reproductive health,
(b) education, ECD, training and literacy programasd (c) prevention and treatment of
HIV/AIDS, tuberculosis, and malafiaECD refers to Early Child Development programs,
including both formal and non-formal programs (Whimay combine education, health and
nutrition interventions) aimed at children aged.0-6

Each of these three major areas of human develdpsheunlld be rated separately on the scale
from 1-6 outlined in the attached Box. Within e&tlh domain, the quality of both policies and
program design and implementation should be asselssmost cases, government performance
will be stronger in some program areas than inrstliee., basic health services vs. nutrition,
primary education vs. tertiary, or HIV/AIDS vs. ragh). The rating for “health” or “education”
should reflect a judgment about the relative imgaece of each underlying policy/program area
for the country’s overall development. To determiime overall ratinghowever,the three broad
areas — health, education, and HIV/AIDS, TB andamal-- should receive equal weight.

Guideposts:

Recent PERSs, sector reviews, poverty assessmardsinathe Africa region, Country Status
Reports for education and health.

EDSTATS: http://www1.worldbank.org/education/edstats/

EFA Fast Track monitoring indicators (under deveiept):
http://www1.worldbank.org/education/efafti/

Education attainment (DHS survey data for 80 coes)r
http://www.worldbank.org/research/projects/edaf&dattain.htm

UNICEF: http://www.childinfo.org/

WHO: http://www3.who.int/whosis/menu.cfm

WHO: http://www.who.int/nutgrowthdb/reqistration form/lgeme.html

UNAIDS: http://www.unaids.org/en/resources/epidemiology.asp

US Bureau of the Census (HIV/AIDS databagéfp://www.census.gov/ipc/www/hivaidsd.html

® HIV/AIDS, tuberculosis, and malaria are the cominahle diseases prioritized in MDG #6.
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a. Policies, programs and implementation are natexi or grossly inadequate to assure equitablkesado

a minimum package of basic health services, pragainst the financial burdens of illness, or prgve

malnutrition.

b. Policies, spending, and effectiveness are ristet or grossly inadequate to assure literacyweusal
access to basic education, equitable access to &€¥ices, and adequate post-basic education
training; teacher and student learning standarel®i@nexistent or grossly inadequate.

and

c. Policies, programs and implementation for pnéie&m and treatment of HIV/AIDS, tuberculosis, and

malaria are nonexistent or grossly inadequate.

a. Policies and funding permit only limited accéssessential health services and protection atjaires|

financial burdens of illness; national health gyt lacks many important elements; oversight and

regulation are largely ineffective; programs tover malnutrition are limited; public resources getly
do not achieve intended goals.
b. Policies, spending and effectiveness are inzateqto achieve universal basic education, litgracy

equitable ECD access; teacher and student leasténglards are low; policies for post-basic edunatio

and training are inappropriate and/or poorly impated.
c. Policies for prevention and treatment of HIMDS, tuberculosis, and malaria exist, but fundingl &

implementation are limited; limited standards amidemiological information exist; public resources

generally do not achieve intended goals.

3. a Policies and programs provide for some emdepteventive and curative interventions, fut

financial protection for the poor against the bunglef illness is limited; national health stratdggks key
elements and government stewardship and regulat®monly partly appropriate; programs to preveit aeat
malnutrition exist but implementation is weak; galsesources achieve some intended objectives.

b. Policies, spending and effectiveness are atedo achieve progress towards universal basicatidun,

literacy, and equitable ECD access; standardsefachier preparation, student learning, and oversifjint
private/NGO providers exist, but lack key elememtamplementation is weak; policies for post-bals

education and training exist but are inadequat®ine areas or ineffectively implemented.
c. Policies for prevention and treatment of HIMDAE, tuberculosis, and malaria are in place butramts

Cc

effectively implemented; tracking of program cowgrais inadequate; public resources achieve spme

intended objectives.

4. a. Health or social insurance policies provideidasotection against the financial burdens|of

illness; public expenditure on heath allows actesan appropriate package of preventive and sonetice
services; national public health policy and govegnimregulation and oversight are appropriate; @Eog
exist to prevent under- and micronutrient malniatnit as well as severe malnutrition, and are adetua
implemented; public resources often achieve intdralgectives.

b. Policies, spending and effectiveness are giyeappropriate for sustained progress towards ensial
basic education, literacy, and more equitable acteseasonable quality ECD services, althougheth
may be gaps or inconsistencies; standards for ¢éeaofeparation, student learning, and oversigh
private/NGO providers are largely appropriate, @itfh implementation may be incomplete; policieg
place for post-basic education and training arer@piate for sustained progress on quality, equoity
access, and the efficiency of resource use.

c. Policies for prevention and treatment of HIID&, tuberculosis, and malaria are in place, buecage is
limited; systems to track program coverage aredpirt in place; public resources often achievenithel
objectives.

5. a. Appropriate health or social insurance pe$iaxist; preventive and curative health serviea®
good coverage; national public health strategy gmeernment oversight at central and decentraligedl$ is
appropriate; policies and resources to preventtiggad all forms of malnutrition are in place; pablesources
generally achieve intended objectives.

b. Policies, spending and effectiveness are apiatepfor achieving universal basic education afsgnable

er
of
n
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6.
preventive and curative health services is univeasd services are client-focused and good quailiyional
health strategy is consistent with best practicd esgulation is effective; policies and resourcéeva
prevention and treatment of all forms of malnutriti public resources are used cost-effectively.

b.

quality, universal literacy, and equitable accesseisonable quality ECD services; standards fm‘rmrJL
m

preparation, student learning, and oversight ofvgte/NGO providers are appropriate; sys
performance and student learning outcomes aredda@nd increasingly used to guide policy; polidas
post-basic education and training services areogpjate, and quality, equity of access, and efficieof
resource use are good.

Policies for prevention and treatment of HIMDS, tuberculosis, and malaria are in place andrprog
achieve reasonable coverage; systems to trackséiggavalence and program coverage are in placg
are showing annual improvements in service delivgggvernment oversight is appropriate; pul
resources generally achieve intended objectives.

a. Health or social insurance policies exist dral/e wide coverage; access to appropi|

Strategic national education policies, higmdtads, and effective use of public and privateusses
support a good quality, universal basic educatigstesn, good quality, equitable ECD services,
diversified, good quality post-basic education amgining systems adequate to support econd
development and life-long learning; government eigdt of private/NGO providers is effective; schq
performance and student learning outcomes are reg$iteally tracked, with feedback to schools 4
parents; performance data and evaluation guidecypodit all levels of education, equity of access
protected and efficiency of resource use is high

Policies for prevention, treatment, care argpsut of HIV/AIDS, tuberculosis, and malaria reflstrong
government commitment and client-focused progragasir all who need them; national authority is &
to track disease prevalence, resources, and prognatamentation; quality and timeliness of service

and
c

iate

and
mic
ol
nd

ble

steadily improving; interventions focus on the pgmrblic resources are used cost-effectively.

10. SociAL PROTECTION AND LABOUR

This criterion assesses government policies inarea of social protection and |

abour

market regulation, which reduce the risk of becampoor, assist those who are poor to better
manage further risks, and ensure a minimal leveleifare to all people. Interventions include:

social safety net programs, pension and old agengavyrograms; protection of basic labour
standardy regulations to reduce segmentation and inequitghour markets; active labour market
programs, such as public works or job training; anthmunity driven initiatives. In interpreting

the guidelines it is important to take into accotiné size of the economy and its level of
development. For example, a combination of penamhsavings programs can include mandatory,
voluntary, public, private, funded, pay-as-you gontributory and non-contributory programs, as
appropriate given the country’s level of developirfen

Each of the four core labour standards corresptmd®o International Labour Organization (ILO) Cemiions

adopted by representatives of governments, emmopyand workers from ILO member countries. These
conventions are: Forced Labour (No. 29), Abolitafr-orced Labour (No. 105); Minimum Age (No. 138)prst
Forms of Child Labour (No. 182); Equal Remuneraijhio. 100), Discrimination in Employment and Occlipa
(No. 111); Freedom of Association (No. 87), RighQrganize and Collective Bargaining (No. 98).

An adequatepension system is one which provides benefith¢ofall breadth of the population that are suffitie

to prevent old age poverty on a country specifisodiite level in addition to providing a reliable ans to smooth
lifetime consumption for the vast majority of thepulation; anaffordable system is one that is within the
financing capacity of individuals and the societyie that will not unduly displace other social @om®omic
imperatives or lead to untenable fiscal consequenttee Sustainabilityrefers to the financial soundness of a
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Labour market issues are also covered in critediQBusiness Regulatory Environment), where
. Under
and the

the focus is on the effects of labour market retuha on firms’ employment decisions
criterion 10, the focus is on the balance betwedndreation and social protection,

availability and coverage of active labour marketgoams (e.g., retraining and public works).

Criterion 10 is a composite indicator of five dréat areas of social protection and labour
r market
regulations; (d) community driven initiatives; afe) pension and old age savings programs.
Within each area, policies and program design dsasemplementation effectiveness should
than in
others. To determine a country’s overall rating, five areas should be given equal weight. In
assessing policies along all five dimensions, céraftention should paid to specific country

policy: (a) social safety net programs; (b) pratatof basic labour standards; (c) labou

be assessed. In most cases, government performalidee stronger in some areas

conditions and capacity constraints as these nfagtgjolicies in a critical way.

Guidepost:

* Summary indicators of labour market regulationthenWorld BankDoing Business
Database

o

Social protection programs to assist the poor @ther vulnerable groups (the disabled, orphatg, to
cope with risk and ensure adequate living standarel:ion-existent or severely under-funded.

The ILO conventions on core labour standardse h#t been ratified nor legislation that conforwish
them passed.

Labour market regulations on health and safetyking conditions and hiring and firing do not stxior
are inappropriate and discourage job creationarfdhmal sector while not protecting most workers.

Government policies and programs impede dewedop of community initiatives or local accountatyil
mechanisms.

Pension and old-age savings systems are ragressnsume an unsustainable share of public resey
and do not provide adequate income security evéimetéew who are covered.

Some social protection programs have been oeed] but funding and coverage are limited and weak

administration allows substantial leakage of besedi better-off groups.
The government has ratified ILO Convention 182 the Worst Forms of Child Labour, or pass
legislation that conforms with it. Only a few ofettother ILO core conventions have been ratified
legislation passed that conforms with them. Thesesentions and legislation on core labour standard
not enforced.

There remain labour market regulations thatalisage job creation in the formal sector. Regoitetifail to
protect a large proportion of the workforce. Vemited resources are devoted to labour market prog
(e.g., retraining, public works) and very few waikéenefit from them.

No government policies or programs exist tooemngge or support communities’ own developm
initiatives

Pension and old age savings schemes are litoitedly a small segment of the working populatidhey
provide minimally adequate old age support, butusrgustainable over periods of more than a fewsyiea
their financing arrangements.

The government has an overall strategy forasqmiotection and some safety net programs. Howe

ed
or

ent

ver

program scale and funding amadequate to protect most poor and vulnerable pgraand significan

pension system and its capacity to be maintainezt avforeseeable horizon under a broad set of

demographic and political volatility.

nabto
assumptions; anRobustrefers to the capacity to withstand major shogkduding those coming from economic,
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leakages exist. Systems are being developed tatonqrérformance.
The government has ratified ILO Convention d82the Worst Forms of Child Labour and is beginrtimg

make progress in implementing the convention ironat law and policy. It is also beginning to make

progress in complying with the other ILO core cami@ns.

Labour market regulations are increasingbpropriate to balance social protection and j@ation, yet
they are weakly enforced. Active labour market paogs (e.g., retraining, public works) for workers
available, althoughmited in coverage.

157

The government recognizes the importance ofnconity involvement in development and has introduce

some policies and programs to encourage it.

Pensions and old age savings systems affora dewel of income security to some portion of the

population, including most who are employed in fitnenal sector. However, programs are not finangi

sustainable across generations and may distorefiient operation of labour markets by providing

incentives for early withdrawal from the labourder

The government has an overall strategy foraqeitection and a reasonable set of safety rajrams.

Programs reach more poor and vulnerable groupsthautevel of benefits continues to be low and/or
targeting uneven, and leakages exist. Systemsnapdace to monitor performance, but are not used

effectively to guide policies.

The government has ratified ILO Convention d82he Worst Forms of Child Labour and has made
progress in implementing the convention in natidaal and policy. The government has also made
progress in complying with the other ILO core camiens.

Labour market regulations are broadly apprépréand enforced for an increasing number of wotkers
Active labour market programs (e.g., retrainingplguworks) are improving in quality and coverage,
although weaknesses remain.

Government has a policy of community involvemendevelopment initiatives, with some commun
involvement in planning and some allocation of teses to the community level.

ty

Pensions and old age savings systems cover forosél sector workers, provide some access for the

informal sector and afford adequate income securityig-term (multi-generational) fiscal sustainapil
is not fully assured, however, and effective sgege for extending old age and disability protectiq
broadly to workers outside the formal sector hasebeen developed.

The government has an overall strategy foraspcotection and a well-designed set of safetypnegrams;

financing is sufficient to reach most poor and euéble groups, and leakage is low. Performance

monitoring systems are being used to improve implaation.

The government has ratified international coiems on, or passed legislation that conforms wéthre
labour standards and has put in place policiegpangiams toward the application of these standards.
Labour market regulations are well-designedeffettively enforced. Active labour market progsafe.g.,
retraining, public works) are effective and readigmificant proportion of the unemployed.
Government has a clear policy of community lagment in development initiatives, with system3
community involvement in planning, and significafibcation of resources to the community level.
Pensions and old age savings systems providen& security to a high share of the populatiord@aand a|
growing share outside of the formal sector. Progeaiministration in most areas is efficient, anddjitr)
levels are consistent with long-term financial austbility.

Social protection programs provide income suppmrmpoor and vulnerable groups. Programs are ¢

effective, well-targeted, and include monitoringlavaluation procedures. They form a balancedeglydt

=,

C

ost-

with measures to increase poor and vulnerable gtompn incomes and their access to services and to

social insurance.
Government has ratified international convergtion, or passed legislation that conforms withedabour

standards and is implementing these through iigipsland programs. Government policy encouragsk [Ci

society and local government actions to reduceldabbour, including appropriate incentives for dhén to
remain in school.

Labour market regulations and active labor mapgdicies promote broad access to employment én

formal sector and reflects a balance between spca@kction and job creation objectives in accocggn

with the economic circumstances and values of tatry.
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d Government policies and programs encourage apgosucommunities’ own development initiatives wijth
systematic community involvement in planning, sigaint allocation of resources to the communityele
and capacity building and other institutional stygening efforts to ensure integration of commaesitinto
local government processes.

e. A diversified, well-supervised, and aggiate combination of pension and savings progréimcluding
mandatory, voluntary, public, private, funded, @eyyou go, contributory and non-contributory progsa
provide affordable, adequate, sustainable and tabasme security to most of the potentially vukige
groups with minimal distortions in the operationafour markets.

11.ENVIRONMENTAL POLICIES AND REGULATIONS

This criterion assesses the extent to which enmirtal policies foster the protection and
sustainable use of natural resources and the mawemgeof pollution. Assessment of
environmental sustainability requires multi-dimemsi criteria (i.e. for air, water, waste,
conservation management, coastal zones managematutal resources management). The
following box only provides broad guidance to tlo®ring. To ensure balanced assessments, for
each country the actual score should be obtainefillimg out the CPIA Environment checklist
spreadsheet available at the link below.

The two-way relationship between environmental ddgtion and poverty is well recognised.

Poverty tends to lead to an extensive use of malrdgand, water and forest resources, thus
straining the already fragile and limited enviromhebase. This question assesses the
effectiveness of government's policies to protéwt environment and promote sustainable
development.

Guidepost:

» Existence of an environmental policy framework aBghvironmental Impact
Assessment legislation.

» Specific Issues: deforestation, protected areagrwese, access to safe water, access
to sanitation, air pollution in major cities, ratdtion of global treaties

policies that stimulate expansion into marginaldlaor tropical forest; subsidised prices on ghe
exploitation of scarce and/or non-renewable ress)rcGovernment has no environmental acfion
plans or similar national framework, and no ingtitns to sustainably manage the environment jand
support the various dimensions of sustainable dgveént.

1. For two years or more, government policies reavegative effect on environment (e.g. agriculrre

2. Government recognizes the environmental prohldmas has been slow to formulate appropriate
policies and programmes. Only few concrete actieng been taken.
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3. The government has some environmental policies grogrammes that address problems pf
environmental degradation, but the policies arecoekring all the sectors and institutional capacit
to implement these policies is limited.

4. The government's national environmental polimmfework covers all the relevant sectors, and
there are funds and good institutional capacityimiplement the policies and programmes. The
policies and programmes are being implemented.

5. Government environmental policies and programares comprehensive and well developec
impact assessments and implementation capacite®xrellent and consistent with internationg
norms; adequate financial resources are availadme; macroeconomic and fiscal policies ar
consistent with environmental objectives.

1%

6. For at least the last 3 years, government enmiemtal policies and programmes have bgeen
effectively implemented with adequate financiabigses.

B- CPIA - D (GOVERNANCE RATING)

1. PROPERTY RIGHTS AND RULE-BASED GOVERNANCE

This criterion assesses the extent to which prieatanomic activity is facilitated by an effective
legal system and rule-based governance structusdiich property and contract rights are reliably
respected and enforced. Each of four dimensionsildhae rated separately: (a) legal basis for
secure property and contract rights; (b) predititgbitransparency, and impartiality of laws
affecting economic activity, and their applicatitny the judiciary; (c) difficulty in obtaining
business licenses; and (d) crime and violence amp&diment to economic activity. For the overall
rating, these four dimensions should receive egpeajhting.
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o

o

. The state is able to protect the lives and propafrtyiost citizens from crime and violence mosttaf time.

Formal property rights are hardly recognizedi aformal rights are seldom enforced. Formal cactiral
arrangements are little used. Manipulation of propand contract rights is endemic.

Laws and regulations are rarely applied andrerth They are changed frequently and unpredictably
suit a select few. Records of legal changes anidigldlecisions are not available outside goverrimen
Favoritism rather than equal treatment pervadebndsawith the state.

Business licenses and permits are non-existec&wroonly be obtained through private connectims
the unpredictable use of unofficial payments.

The state cannot protect the lives and propritg citizens in most of its territory.

Enforcement of contracts and recognition ofpprty rights depend largely on informal mechanis
Property and contract rights are subject to maaipn by government officials or other elites.

Laws and regulations are applied selectivelglmnged unpredictably, for example through freqeerwt
unpublicized executive decrees. Judicial decisayesnot publicly available.

Obtaining business licenses and permits is inatdly time-consuming and may require numer
unofficial payments.

The state is ineffective in protecting citizeligés and property against crime and violence.
The law protects property rights in theory, inutact registries and other institutions requitednake thig
protection effective function poorly, making thefection of private property uncertain.

Laws and regulations are not changed arbitraily may not be publicly available. Courts aretlyo®
use. Judicial decisions are sometimes publiclylalvks.

The process of securing business licenses amaditpas overly bureaucratic and prone to delags tfiose
without connections.

The state is able to provide a modicum of pitacdacgainst crime and violence.

Property rights are protected in practice a agtheory. Contracts are enforced, but the meceay be
lengthy and expensive.

Laws and regulations are publicly available anthechanism exists to resolve conflicts of rulesur®
may be costly to use, but judicial decisions areliply available.

Obtaining business licenses may be costly, but lme done without using connections. The proce
cumbersome and delays are common, but are nokpsdte bribes.

All property rights are transparent and welbtpcted. Property registries are current and norupt
Contracts are routinely enforced.

Laws and regulations affecting businesses adividuals are uniformly applied; changes in there
publicly announced. Low-cost means are availabtepfosuing small claims. Citizens can pursue clg
against the state without fear of retaliation.

Obtaining the necessary licenses is a relatigadgll share of the costs of doing business, ewerthbse
without connections. Delays are rare and are reiegts for bribes to operate a business.

A well-functioning and accountable police force feas citizens and their property from crime §
violence.

Criteria for “5” on all four sub-ratings are fullyet. There are no warning signs of possible detsitn,
and there is widespread expectation of continueshgtor improving performance.
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2.QUALITY OF BUDGETARY AND FINANCIAL MANAGEMENT

This criterion assesses the extent to which ther¢a) a comprehensive and credible budget,
linked to policy priorities, which in turn are liek to a poverty reduction strategy; (b) effective
financial management systems to ensure that intuesgenditures are consistent with the
approved budget, that budgeted revenues are adhiewel that aggregate fiscal control is
maintained; (c) timely and accurate fiscal repgtimncluding timely and audited public
accounts and effective arrangements for follow ampg (d) clear and balanced assignment of
expenditures and revenues to each level of goverhriach of these four dimensions should
be rated separately. For the overall rating fag tniterion, these four dimensions should receive
equal weighting. In countries without local goveents with significant budgets, the fourth
dimension should not be rated.

Guideposts:

Checklist of Budget/Financial Management Practiftesn Public Expenditure Management
Handbook (see Annex D).

IMF Code of Good Practices on Fiscal Transparencgelyation on Principles at
http://www.imf.org/external/np/fad/trans/code.htm
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6.

o

o

o

a.

o

a.

o

o

. There is no information on revenues and expenditatelifferent levels of government. If at all, eeues

. There is no clear assignment of revenues and expessl between different levels of government dratd

. The assignment of revenues and expenditures betvEerent levels of government is vague and theie

. The assignment of revenues and expenditures betdiéferent levels of government is clear, but thixg

. The public accounts are prepared on a timely basis.accounts are audited and submitted to theldtgre

. The assignment of revenues between different levetpovernment is clear and there is a good maifc

If there is a budget, it is not a meaningfgtinment, nor an indicator of policies or tool &dlocation of
public resources. More than 50 percent of pubkoueces from all sources do not flow through theédaa.
There is practically no monitoring and reportafgoublic expenditures. There is no reconciliatafrcash
accounts with fiscal accounts. No regular, in-yiesal reports are produced.

Public accounts are seldom prepared, or are than five years out of date. The use of pubboueces ig
not on the public agenda.

and expenditures are assigned to different levied®weernment only on an ad hoc basis.

The budget is formulated without consultatiathvepending ministries. There is no discernibie lwith
government policies or priorities, including powereduction. Significant fiscal operations (e.gxira-
budgetary expenditures, donor funded projects,camtingent liabilities of 25-50 percent of totakspling
by value) are excluded from the budget.

There is no adequate system of budget repoatimymonitoring, and no consistent classificatiostesy.

There are significant payments arrears, and aadpkenditures often deviate significantly from the

amounts budgeted (e.g., by more than 30 percemélbee on many broad budget categories).
There are significant delays (more than thresrs)ein the preparation of the public accounts. aémunts
are not (professionally) audited nor submittedh [egislature in a timely way, and no actionstaken on
budget reports and audit findings.

is a significant mismatch of revenues and experghtat each level.

Policies or priorities that may focus on poyeeduction are explicit, but are not linked to tiwedget.

There is no forward looking in the budget. The ketd formulated in consultation with spendi

g

ministries. A significant amount of funds contralley the executive is outside the budget (e.g.23.()-

percent), a number of donor activities bypass tidgbt, and there is no analysis of contingent liizds.

The budget classification system does not peosgitl adequate picture of general government desyiand
budget monitoring and control systems are inadeguRayment arrears are a problem, and expendi
deviate from the amounts budgeted by more thare?€ept overall, or on many broad budget categorie
There are significant delays (more than two gje#r the preparation of public accounts. Accowarts not
audited in a timely and adequate way, and fewyfaations are taken on budget reports and audiirfgs.

mismatch of revenues and expenditures.

Policies and priorities that focus on poveeguction are broadly reflected in the budget. Selaments of
forward budget planning are in place. The budgptépared in consultation with spending ministries.
The budget classification system is comprehendiut different from international standards. Ehare ng
significant extra-budgetary funds and nearly alhalofunds are reported in the budget, but thefétis

analysis of contingent liabilities. Budget monitayi and control systems exist, but there are s
deficiencies. Actual expenditures deviate from #meounts budgeted by more than 10 percent on 1
broad budget categories.

There are delays (more than one year) in préparaf the public accounts. The accounts are eddit a
timely and professional manner, but few meaningfitions are taken on budget reports or audit figglin

still some mismatch of revenues and expenditures.
Policies and priorities focus on poverty reguctand are linked to the budget. The budget ismfdated

through systematic consultations with spending stii@s and the legislature.
The budget classification system is comprehengudget monitoring occurs throughout the yeaetdam

well functioning management information systemse Tudget is implemented as planned, and atﬂtual

expenditures deviate only slightly from plannedelsv(e.g.,by less than 10 percent on most b
categories).

in a timely way, and appropriate action is takerbadget reports and audit findings.
revenues and expenditures at each level of governme

Criteria for “5” on all four sub-ratings are fylmet. There are no warning signs of possible @wtion,
and there is widespread expectation of continueshgtor improving performance.
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3. EFFICIENCY OF REVENUE M OBILIZATION

This criterion assesses the overall pattern ofmegamobilization--not only the tax structure as it

exists on paper, but revenue from all sources ag #ne actually collected. Separate sub-ratings
should be provided for (a) tax policy and; (b) &dministration. For the overall rating, hese two

dimensions should receive equal weighting.

Guideposts:

« WDI Table 5.5 on Tax Policies:
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a. Tax base is extremely narrow with many operedneikemptions. Most tax revenues are collected ﬁom
foreign trade and other distortionary taxes. Theme high, multiple, and widely ranged import tai
which change frequently or are applied in a higtilscretionary manner. Little is collected from ino®
taxes.

b. Tax administration is extremely weak, with véaw collection rates. It is organized by type of tad
business processes have not been reviewed anchezfoComputerization is limited to very basic
functions. Many taxpayers must make several or mersonal visits to tax offices. Corruption is emie
among tax and customs officials.

a. Tax system is poorly designed, with a narr@seband many open-ended exemptions. Taxes on rigreig
trade, turnover taxes and other distortionary taatesthe dominant source of revenue. There are dmgl
multiple import tariffs. Both company and persoimalome taxes have high rates on a very narrow dag¢
generate little revenue.

b. Tax administration is weak due to complex laper information systems, corruption, weak capaaity
political interference. Collection rates are lowaxTobligations are negotiable rather than rule-thalse
Appeals and other dispute resolution mechanisms hatbeen developed.

a. Taxes on trade are the dominant source of veyeturnover and other distortionary taxes andekyi
remain. Consumption based taxes (e.g., a VAT) &ened or in limited use. Import tariffs are moderg
but there are too many rates. Income tax baseiswand the rate structure is only partly raticred.

b. Tax administration is weak, but tax laws are mmrdinately complex, and information systems [are
functioning (e.g., unique taxpayer identificationnmbers used). Corruption exists, but there arertsffo
improve integrity as well as capacity.

a. A significant amount of revenue is being getegtaby low-distortion taxes such as retail salestyi
property, etc. VAT has not been fully operationalihclude activities at the retail stage. Non-tl\
amounts of revenue are generated from company ansbmal income taxes. Tax base is broad [and
exemptions are moderate and made time-bound, edlyeftir promotion schemes. Trade taxes have ffew
and low rates.

b. Tax administration is solid, cost of revenuaagation has been reduced and there are relafieaiycases
of corruption and political interference. Eligilyli for preferential rates and exemptions is largely
transparent.

a. The bulk of revenues are generated by low-distotaxes such as sales/VAT, property, etc. Impaiffs
are low and relatively uniform, and export rebatedaty drawback are functional. There is a sinple
statutory corporate tax rate comparable to the mami personal income tax rate. Tax base for maj@stj
is broad and free of arbitrary exemptions.

b. Tax administration is effective, and entirely ridased. Administrative and compliance costs are fow.
taxpayer service and information program, and &oiefit and effective appeals mechanism, have been
established.

Criteria for “5” on both sub-ratings are fully m&here are no warning signs of possible detetimmaand
there is widespread expectation of continued stayrignproving performance.
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4.QUALITY OF PUBLIC ADMINISTRATION

This criterion assesses the extent to which civikantral government staffs (including teachers,
health workers, and police) are structured to aesaigd implement government policy and deliver
services effectively. Civilian central governmetdffs include the central executive together with
all other ministries and administrative departmgimsluding autonomous agencies. It excludes the
armed forces, state-owned enterprises, and subrahtjovernment.

The key dimensions for assessment are:
a. Policy coordination and responsiveness;

b.  Service delivery and operational efficiency;
c.  Merit and ethics;
d. Pay adequacy and management of the wage bill.

For the overall rating for this criterion, thesefaimensions should receive equal weighting.

Guideposts:

» Civil service wages and employment database at
http://www1.worldbank.org/publicsector/civilservidevelopment.htm

* Civil Service website dtttp://wwwl.worldbank.org/publicsector/civilservice




a.

practice in any public agency.

d.

b.

C.
The wage bill is sustainable and does not crowd out sperefjnired for public services. Pay and benefit
levels do not deter talented people from entering the psitior. There is flexibility (that is not abused) in
paying more attractive wages in hard to fill positions (eital teachers, technical specialists).

Mechanisms for coordination are non-existent or ineffeatueéting bureaucratic conflict and uncertairy or
conflicting policies.
Administrative structures are highly fragmented, wittgue and overlapping responsibilities. Business
processes are extremely complex and convoluted, withiple decision layers, and many signatufes
required to move decisions forward.
There are no workable rules on hiring and promotion, whigtbased on bribes, personal ties, or etlnic
affiliation rather than merit. Most public employeesen at lower levels, lose their positions on changés in
government. Bribe seeking is endemic.
Level of public employment has little relation to psien of public services: either employment is too Ipw
or too few employees show up for work to provide esseréatices, or the wage bill consumes all| of
current spending, leaving no funds available for essentjglies such as drugs or textbooks. Pay l%nd
benefit levels, particularly at upper levels, are a simalition of comparable private sector levels, @nd
bribe payments represent a large share of income for manig pffidials.

Mechanisms for coordination are weak.
Administrative structures are fragmented, with frequemirlapping responsibilities. Business procegses
are complex involving multiple decision layers, regularly aagisinnecessary delays.
Hiring and promotion based on personal ties or timgeimice rather than merit. Most public employges
serve at the pleasure of the current government, and bekéiges accepted behavior.
Public employment as a share of total employment iglglexcessive. The wage bill representsfan

inordinate share of recurrent spending, with adverse immacthe quality of public service delivery. Py

and benefit levels, particularly at upper levels, arebédow comparable private sector levels, but bengfits
(housing, car, utilities, servants) for senior civilvests may be high and there are other complex|jand
opaque forms of compensation. “Ghost” employees are quetjrell.

Administrative structures are fragmented, and cooidinanechanisms are generally inadequate to
overcome parochial bureaucratic interests.

Business processes can be overly complex, often causing ssergodelays.
Hiring and promotion formally merit-based, but therextensive patronage in practice in several parfs of
government. Bribe seeking is accepted behavior in some agédnttiaot throughout government.
Public employment as a share of total employmentgkehithan needed and unsustainable if adequate
wages were paid. The wage bill represents an excessivgéygeoportion of total government expendityfe.
Some sectors are overstaffed (particularly health ahdtaion). Pay and benefit levels are generally
inadequate and there are major difficulties in attractimg) retaining staff in key technical areas.

Mechanisms for policy coordination generally functidectively.

Administrative structures are generally well designatipagjh gaps or areas of overlap may exist. Inﬂ\'al

efforts have been made to redesign business processtsdied areas.

Hiring and promotion merit-based but emphasérgority unduly. Corruption may occur but is not genefal

Public employment as a share of total employment is whatehigher than needed and the wage [bill
represents a large proportion of government spending. ithpenefit levels are low but not unattract|ve
when benefits and job security are factored in. Some seaterverstaffed (particularly health and
education) and there are some difficulties in attractingrataining staff in key technical areas.

boundaries.

Organizational structures are along functional lines witty Vitle duplication. Business processes
regularly reviewed to ensure efficiency of decision malkind implementation.

Hiring and promotion are based on merit and performandegthical standards prevail.

Effective coordination mechanisms ensure a high degfepolicy consistency across departme[tal

re

Criteria for “5” on all four sub-ratings are fullyet. There are no warning signs of possible deteriorafi
and there is widespread expectation of continued strongpwouimg performance.

(o]

1 Very Weak 3 Moderately Weak 5 Strong
2 Weak 4 Moderately Strong 6 Very 8o
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5. TRANSPARENCY, ACCOUNTABILITY , AND CORRUPTION IN THE PUBLIC SECTOR

This criterion assesses the extent to which thewke can be held accountable for its use
of funds and the results of its actions by thetelate and by the legislature and judiciary,
and the extent to which public employees within ¢élecutive are required to account for
the use of resources, administrative decisions, @slts obtained. Both levels of
accountability are enhanced by transparency insastimaking, public audit institutions,
access to relevant and timely information, and ijoudohd media scrutiny. A high degree of
accountability and transparency discourages caompbr the abuse of public office for
private gain. National and sub-national governmesfisuld be appropriately weighted.
Each of three dimensions should be rated separafa)ythe accountability of the
executive to oversight institutions and of publimpoyees for their performance; (b)
access of civil society to information on publidaifs; and (c) state capture by narrow
vested interests. For the overall rating, theseethdimensions should receive equal
weighting. A rating for each dimension should be providedhe write-up along with its
justification.

32
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a. There are no checks and balances on executive powec 8ffiblals use their positions for personal ggin
and take bribes openly. Seats in the legislature and pwsitiche civil service are often bought and solg.

b. Government decision-making is secretive. The publprevented from participating in or learning abput
decisions and their implications.

The state has been captured by narrow interests (ecorpwtiiial, ethnic, and/or military). Administrative

corruption is rampant.

a. There are only ineffective audits and other checkdalahces on executive power. Public officials are|[not
sanctioned for failures in service delivery or for recajJimibes.

b. Decision making is not transparent, and governmenhulitls information needed by the public and civi
society organizations to judge its performance. The madiaot independent of government or powerf
business interests.

c. Boundaries between the public and private sectoll-atefined, and conflicts of interest abound. Laws @nd
policies are biased towards narrow private interestpldmentation of laws and policies is distorted|by
corruption, and resources budgeted for public servieedigerted to private gain.

a. External accountability mechanisms such as inspectergjerombudsman, or independent audit may
exist, but have inadequate resources or authority.

b. Decision making is generally not transparent, and@didsemination of information on government
policies and outcomes is a low priority. Restrictiongl@media limit its potential for information-
gathering and scrutiny.

c. Elected and other public officials often have pgevaterests that conflict with their professional dsitie

a. External accountability mechanisms limit somewhat dhgree to which special interests can dijert
resources or influence policy making through illicit and non-parent means. Risks and opportunities‘t‘or

corruption within the executive are reduced through adequanitoring and reporting lines.

b. Decision making is generally transparent. Goveriraetively attempts to distribute relevant informatio
to the public, although capacity may be a constraigni¢ant parts of the media operate outside the
influence of government or powerful business interests nagdia publicity provides some deterrent
against unethical behaviour.

c. Conflict of interest and ethics rules exist and the prospfesanctions has some effect on the exterjt to
which public officials shape policies to further theirroprivate interests.

a. Accountability for decisions is ensured through@ngf public service ethic reinforced by audits,
inspections, and adverse publicity for performance failurks.jidiciary is impartial and independent of
other branches of government. Authorities monitor theglesmce of corruption and implement sanction
transparently.

b. The reasons for decisions, and their results and castdear and communicated to the general public.
Citizens can obtain government documents at nominal cost.dBate-owned (if any) and private media gre
independent of government influence and fulfil critical oversighs.

c. Conflict of interest and ethics rules for paldervants are observed and enforced. Top
government officials are required to disclose ineand assets, and are not immune ffjom

prosecution under the law for malfeasance.

Criteria for “5” on all three sub-ratings are fully m&here are no warning signs of possible deteriorafion,
and there is widespread expectation of continued strong or imgrperformance.
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