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The World Bank Group’s Support for
Shared Prosperity Evaluation

Report to the Board from the Committee on Development Effectiveness
Sub-Committee Report*

Meeting of August 31, 2016

The Sub-Committee (SC) of the Committee on Development Effectiveness (CODE) met to
consider the IEG approach paper entitled The World Bank Group’s Support for Shared Prosperity
(CODE2016-0047).

The Committee welcomed the opportunity to discuss the approach paper of this important real-time
evaluation with a learning rather than an accountability focus. Members were broadly satisfied with the
scope of the evaluation, highlighting the need for close collaboration between IEG, WBG Management and
DEC. The Committee was pleased to learn that in selecting the countries for the case studies, IEG would
ensure an appropriate balance across regions, income and inequality levels and will include countries
affected by Fragility, Conflict and Violence (FCV) and/or small states. A number of members felt that the
approach paper questions could be clarified to ensure that the relevant and comprehensive answers are
obtained and suggested that IEG take into account how country preparedness for unexpected crisis affects
shared prosperity achievements and rigorous the Bank is adopting systematic diagnostics to address
inequality. They also encouraged IEG to look at the role that infrastructure plays in access to services and
opportunities; at the impact of economic policies that create quality and decent jobs and social policies that
improve health and education outcomes; the effect of institutional and regulatory framework on bottom 40
percent; the tradeoffs between the twin goals; and the tools and indicators the Bank uses, such as the
corporate scorecard, to promote shared prosperity.

Since shared prosperity was recently adopted as a corporate goal and only a few number of SCDs
and CPFs have been conducted, members acknowledged that the report’s conclusions and lessons would
have to be sufficiently nuanced to take this into account and therefore suggested that at a more
comprehensive review be conducted at a later stage. The Committee was pleased to learn that TEG’s poverty
report and upcoming SCD/CPF and Data evaluations will provide inputs for this evaluation. IEG
underscored they would continue to work closely with DEC in order to ensure learning and consistent
access to data, recognizing the challenges of quality data availability. Members appreciated that IEG
acknowledged the challenges of attribution to the bottom 40%, and that a large share of IFC interventions
— such as infrastructure, access to finance, human capital and the investment climate — impact the bottom
40% by enabling broad-based growth and contestable markets. These are essential to shared prosperity and
are at the forefront of IFC strategy, but yet difficult to measure due to the multiple, complex transmission
channels through which the incomes of the bottom 40% are impacted.

*This report is not an approved record.
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l. Background and Context

Introduction

1. The Development Committee in October 2013 endorsed the new World Bank Group (WBG)
strategy comprising the twin goals of ending extreme poverty and boosting shared prosperity in
every developing country (see World Bank Group 2013). The goal of ending extreme poverty is
operationally defined as the percentage of people living on less than $1.90 a day (in 2011
Purchasing Power Parity terms), which is to be reduced to 3 percent globally by 2030. Shared
prosperity is defined as “foster(ing) the income growth of the bottom 40 percent of the
population (B40).” (World Bank 2013, p.1). Also, “two goals emphasize the importance of eco-
nomic growth, inclusion and sustainability—including strong concerns for equity.” (World Bank
2013, p.1). The twin goals are related: projections indicate that the first goal will be very difficult
to achieve without sufficient improvements in the distribution of income (World Bank 2014a).
Over the past three years, the WBG has been reorienting its country client model towards the
new goal of shared prosperity, but the World Bank Group has been pursuing distributional
objectives for a long time. This evaluation will address how well has the Bank Group been
pursuing distributional objectives in its strategies, projects and key knowledge products,
including towards explicit goal of shared prosperity, how can recent operational experience
inform current efforts, and what lessons can be learned from the early experience with
implementation of the new goal of shared prosperity.

2. The concept of shared prosperity is not new. The WBG has been supporting policy
interventions that aim to foster development for the purpose of expanding opportunity,
integrating markets, and delivering services: rural development initiatives, mandatory education
standards, or national vaccination drives are examples. Around the mid-20" century, income
inequality was viewed somewhat as a natural byproduct of development and a key ingredient of
the incentives wards risk and entrepreneurship (Kuznets 1954, Lewis 1954); some now label this
as ‘good inequality.’ Increasingly, however, high income and wealth inequality are understood to
have potentially negative effects on economic growth and on its poverty-reducing impact
(Aghion, Caroli, and Garcia-Penalosa 1999; Stiglitz and Hoff 2001; Bourguignon 2004) - ’bad
inequality.” Its many sources include imperfect or missing markets, inequality that constrains the
ability to achieve individual potential, or other factors preventing a ‘level playing field.” In 1990,
World Development Report (WDR) on poverty recognized the importance of income inequality.
A decade later, a focus on ‘pro-poor growth’ emerged, noting that some growth patterns had a
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greater impact on poverty reduction (Ravallion and Chen, 2002, Kakwani 2000, World Bank et
al, 2005). Concern has been raised that high and increasing inequality can be destabilizing and a
hindrance to poverty reduction (World Development Report on Poverty 2000, Piketty 2014).
Hence the importance of focusing development efforts on and policies on equity or ‘shared
prosperity’ (World Bank 2014, 2015). Also, inequality issues have emerged center stage globally
as the United Nations has recently adopted the principle “no one will be left behind,” the
Sustainable Development Goals, and the 2030 agenda for sustainable development (UN General
Assembly 2015, preamble).

3. The IEG has recently completed an evaluation ‘Poverty Focus of Country Programs: Lessons
from the World Bank experience’ (2015), which examines the consistency of poverty focus in
each of four links in a causal chain: data, diagnostics, strategy formulation, and strategy
implementation through lending and nonlending instruments and feedback loops to improve
program design and implementation. The present evaluation—which builds on the poverty
evaluation—nhas twin objectives to document, analyze, and learn how (i) the Bank has been
designing and implementing its interventions towards distributional objectives and (ii) how the
Bank has, more recently, reoriented its country strategies and lending and knowledge instruments
towards the corporate goal of shared prosperity. Timing of this evaluation is opportune, close to
three years since the Bank announced its second corporate goal, and with the rise of the global
development agenda associated with inequality and inclusive development.

The context and issues

Definition and the basic indicator of shared prosperity

4. The WBG goal of shared prosperity focuses on (i) income among households in the bottom
two quintiles of the income distribution, not just the extremely poor, and (ii) non-income and
relative measures. It is relevant for all countries, including middle-income and high-income
countries, which broadens the WBG’s mission beyond poverty reduction to the issues of
distribution. The implicit goal behind shared prosperity is lower inequality and, potentially,
greater equity understood in a broad sense of equality of opportunities, inclusion, voice, and
participation. The basic indicator is appealing in its simplicity and the spotlight it provides on
those less well off in all countries, rather than just the extreme poor and vulnerable in the lowest
income deciles. But it has many limitations. It does not provide a sense of relative inequalities
across the full distribution. It ignores differences in distribution within the bottom income deciles
and, as such, gives greater weight to the higher income deciles within the B40. It also fails to
capture vulnerability, with movement in and out of poverty. So, while it is a useful starting
point, describing and analyzing shared prosperity requires a wider menu of income and non-
income metrics.
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Non-income and relative income indicators of shared prosperity

5. Shared prosperity refers both to income and important non-income dimensions of inequality
and access. There are many non-income indicators related to equity: for example, access to
education, health, and other basic services. There is also a correlation between income and non-
income dimensions of poverty and an overlap with the Millennium Development Goals (MDGs)
so that income inequality can serve as a proxy for overall inequality. The 2014 Global
Monitoring Report (GMR) focuses on the non-income welfare indicators of the B40 and notes
striking inequalities in living standards between the B40 and the top three income quintiles,
despite the fact that the B40 has enjoyed more rapid growth in income in 58 of 86 countries in
the GMR country sample during the 2000s. Dang and Lanjouw (2015) propose an alternative and
complementary measure that takes into account dynamic shifts between three subgroups in the
population of each country—the ‘poor,’ the ‘vulnerable’, and the ‘secure’. Another valuable
indicator is the “Palma ratio” (the share of income of top decile divided by the share of income
of the B40) which captures substantial relative information and spotlights the important
inequality relative to the top income deciles (Palma 2011). The Sen Index combines growth of
mean income with changes in the Gini coefficient, putting most of the weight on the middle of
the income distribution. Finally, there is recognition that changes in income and wealth at the
very top of the income distribution matter for the overall distribution of income, wealth and the
societal sense of fairness, opportunity, and social stability (e.g., Piketty 2014). This evaluation
will take a broad view of shared prosperity, understood as an issue of inclusive growth and
inequality, while measuring inequality by a variety of indicators, including the basic indicator. It
will use relative income indicators, for example the ratio of B40 income to average income,
which the Bank has adopted for tracking in its Corporate Score Card (World Bank 2013e). Non-
income indicators related to access to education, health, infrastructure, and indicators of gender
equity, for example, will be examined. The evaluation will assess the implications for the Bank
of which indicator(s) are used for operational purposes.

Data and measurement issues

6. There are important data and measurement issues with the WBG goals of poverty reduction
and shared prosperity. This evaluation, however, will not look comprehensively at the data and
measurement issues both because they were analyzed in the 2015 IEG poverty evaluation and
because of other efforts underway. That evaluation identifies knowledge gaps and advocates
specific measures to improve generation and use of these data (IEG 2015b). And data quality
issues were noted in several world regions, including ASEAN, South East Europe and,
especially, MENA (ASEAN 2014d, World Bank 2014g, and 2014 GMR report). An evaluation
of Data for Development (IEG 2016) is also underway, which will address a broad set of data
challenges. A recent report by the Development Economics Research Group (World Bank 2015f)
looks at both poverty and shared prosperity measurement and data issues. The present evaluation
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will, therefore, briefly review existing knowledge on distributional data as related to shared
prosperity indicators.

A very brief literature review

7. This very brief review highlights only the broad evolution of the concept of shared prosperity
while attachment 3 provides a more complete overview. The concept of shared prosperity rests
on a long tradition in development economics. Simon Kuznets (1955) and Arthur Lewis (1954)
and (Forbes 2000), for example, emphasize inequality as a byproduct of development with a
potentially positive impact on growth (see also Barro 2000; Lundberg and Squire 2003). But the
literature has since also recognized negative influences of inequality on poverty-reducing impact
of growth (Aghion, Caroli, and Garcia-Penalosa 1999; Stiglitz and Hoff 2001; Bourguignon
2004) and on social stability and growth (e.g., Piketty 2014). Recent literature at the World Bank
has emphasized equity and equality of opportunity (World Bank 2006, 2008). Access to
education (Filmer 2014), health (World Bank 2000/01, 2004, 2014), land (Deininger 2013) and
labor markets, can be sources of large inequities or opportunities (Growth Commission, World
Bank 2008). The 2000 WDR on poverty played an important role in bringing about greater
awareness of issues around inequality. Duflo (2012) and the World Bank (2012) make a strong
case for the empowerment of women as instruments of achieving greater equity and
development. Subsequent literature shows complex relations. On the one hand, Dollar and
Kraay (2001, 2002, and Dollar, Kleineberg, and Kraay (2013, and Dollar et al.) argue that the
poor benefit from growth, with empirical evidence that the income of the bottom quintile
increased equi-proportionally to that of the national average. Ferreira et al. (2014), using two
panel data sets conclude that the hypothesis that there is no relationship between inequality and
growth cannot be rejected.

8. Other studies show the importance of inequality for growth and poverty reduction. The
World Bank estimates that, given a plausible growth path, the global poverty goal of 3 percent
cannot be achieved without improvements in the distribution of income (World Bank 2015).
Recent empirical research supports this view. Ostry et al (2014) find a robust correlation between
lower net inequality and faster and more durable growth based on a cross-country dataset that
includes both inequality before taxes and transfers (“market inequality”) and inequality after
taxes and transfers (“net inequality”). Narayan and et. (2013) find a positive relationship between
B40 growth and poverty reduction and the correlation is higher for countries with higher rates of

1 At the World Bank, the 40 percent figure appears to have been based on the Bank’s past
research on the extent of extreme poverty in developing countries, which was led at the World
Bank’s research department by Hollis Chenery, Montek Ahluwalia, and others (1974, 1978, and
1979).
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initial poverty; they find that shared prosperity is strongly correlated with overall prosperity.
Dabla-Norris et al (2015) analyze a sample of 159 advanced, emerging, and developing
economics for the period 1980-2012 and find that an increase in the income share of the bottom
20 percent increases growth while an increase in the income share of the Top 10 percent
decreases growth. They also argue that fiscal policy can be a powerful tool for reducing
inequality and that improving skills and labor market institutions are important for reducing
inequality. Finally, several influential World Development Reports have documented the
importance of policies geared towards poverty and greater equity (in 2000/01 on poverty, 2004
on service delivery, and 2006 on equity) and the work of Lustig (Lustig 20154, c¢) and the
Commitment to Equity project shows the importance of government interventions in changing
(in both directions) market determined distributional outcomes.

WBG’s policy and interventions towards shared prosperity

9. The new WBG strategy aims to reposition the WBG into a “Solutions WBG” that works in
cooperation with member countries and development partners towards accomplishing the twin
goals. Two key elements in this new model are the Systematic Country Diagnostic (SCD) and
the Country Partnership Framework (CPF), which replaces previous Country Assistance
Strategies. The SCD (which is supposed to be prepared by WBG staff prior to any new CPF)
aims to identify critical opportunities for, and constraints to, reducing poverty and promoting
shared prosperity. This is to be done in a sustainable manner and taking into account the voices
of the poor and views of the private sector. Based on the SCD, the CPF aims to selectively
outline priority areas for World Bank Group support and specific interventions, targeting the key
opportunities and constraints identified by the SCD. The WBG strategy also emphasizes the need
for ‘One World Bank Group,” which exploits synergies across its different parts, to maximize the
effectiveness of its support. A new WBG country engagement model of SCD/CPE presents an
opportunity to have a common understanding on the role of the World Bank and IFC in the
private sector development and how the private sector can contribute to the twin goals.
Previously, the role of the private sector in development has not always been sufficiently taken
into account since the CAS document was based mainly on the dialogue between two public
sector institutions - the World Bank and the relevant national government.?

10. IFC’s main contribution to the twin goals is through its work with the private sector and its
support for broad-based growth, which in turn benefits the poor and contributes indirectly to the
goal of shared prosperity. The IFC road map states® that IFC’s unique positioning as a leading

2 JFC Smart Lessons, Lines of Sight: Private Sector Development and the “Twin Goals” of
Extreme Poverty Eradication and Shared Prosperity, April 2004.

3 JFC road maps for FY14-FY16 and FY15-FY17.
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investor in the emerging market investments provides the private sector with the means to help
companies succeed, expand their positive impacts on society, and thus address the WBG goals of
eradicating extreme poverty and pursuing shared prosperity. Before adopting the WBG twin
goals (in FY14-FY16), IFC has been implementing its strategic goal of increasing its
engagements in frontier markets by targeting IFC investments and advisory service activities
more directly to the poor and vulnerable in these frontier markets. IFC’s focus on investment in
the frontier markets has been one of five strategic focus areas since 2004. In the earlier IFC’s
road map in FY12-FY14, frontier markets are defined as (i) IDA countries, (ii) fragile situations
(or FCS), and (iii) frontier regions in the middle income countries (MICs). In various strategic
documents, IFC has also stressed the need for inclusiveness in the private sector. It has
supported inclusive business models, i.e., supporting businesses that provide goods, services, and
livelihoods on a commercially viable basis, either at scale or scalable, to people living at the base
of the economic pyramid, making them part of the value chain of companies’ core business as
suppliers, distributors, retailers or customers. In its latest strategy paper (MIGA’s Strategic
Direction in FY15-17), MIGA aims to contribute to the WBG corporate twin goals by facilitating
private investment. MIGA is positioning itself to fully leverage resources of both the WBG and
private sector through effective partnerships, and contribute to country priorities articulated in
the CPFs.

A conceptual framework of shared prosperity and the broad policy agenda

11. Following adoption of the WBG strategy, several regional papers have outlined conceptual
frameworks to operationalize the goal of shared prosperity. While there is no single “official”
WBG framework in operationalizing its second goal, these papers have developed a broadly
similar underlying framework which relies on an assets-based approach to a joint determination
of growth and distribution. The advantages of this approach are that it combines microeconomic
factors behind long-term productive capacity of households to contribute to growth as well as the
macroeconomic variables that affect, for example, the demand for labor across sectors, relative
prices (returns), and the intensity of the use of assets over the economic cycle. The framework
recognizes that robust and sustained economic growth is a key driver of poverty reduction and
shared prosperity. IFC’s Smart Practice on Lines of Sight,* which illustrates the conceptual
approach of IFC’s private sector approach to meet the WBG twin goals, also acknowledges the
high correlation between economic growth and poverty reduction as well as shared prosperity.
But the framework also recognizes the role of policy and institutions, especially in settings where
growth is either insufficient or inequitable. Importantly, the framework is flexible in that it
accommodates the role of institutions and public policy in influencing both micro and macro

4 Smart Practice on Lines of Sight: Private Sector Development and the “Twin Goals” of Extreme
Poverty Eradication and Shared Prosperity (IFC, April 2014).
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(World Bank 2015) regions). The basic building blocks of the framework are:

Macroeconomic drivers of growth and its distribution across income groups, which
include commodity prices, external conditions, the importance of trade in the economy,

the sectorial composition of growth, and fiscal policies.

Microeconomic drivers of the capacity of households and firms to contribute
productively to overall growth. This capacity depends on the assets owned, the returns to
these assets, and how intensively the assets can be used. These assets include human,

financial, physical, environmental and social capital.

Non-market income complements these market drivers of income generation capacity of
households: transfers from private sources (remittances, for instance) and public sources
(social assistance, for example). These depend significantly on the role and quality of

governance, public policy, and public and private institutions.

Figure 1. The Asset-Based Approach to Shared Prosperity
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Source: Shared Prosperity: Paving the Way in Europe and Central Asia, World Bank, 2014.
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12. The framework postulates that in the short run the distribution of assets is a given and
variables such as prices, growth composition, employment, and fiscal transfers will play a bigger
role in determining distributional outcomes (emphasizing the demand side of the economy). The
framework is general in that, in principle, it includes a variety of assets. In the medium and long
term, the level and distribution of assets and the returns on the assets, which, in principle, reflect
their productivity, will be the main drivers of the performance in terms of growth and growth
incidence (supply side). (Of course, when there are market imperfections and information
asymmetries, assets returns may not fully reflect their productivity). In this setting, it is easier to
understand that if the lower quintiles possess lower productive capacity to begin with, there will
be an upper bound to the overall growth potential for a given distributional profile: the welfare of
the poor and B40 matter for the welfare of all.

13. This framework defines the main channels of transmission of macro and micro variables to
growth and distribution and highlights the drivers of shared prosperity. Institutions, policies, and
voice and participation are some of the key avenues through which those variables affect—
positively or negatively—various socioeconomic groups in the society. So different socio-
economic groups (e.g., women, minorities, excluded groups) may participate in economic and
societal activities to a very different extent depending on their relative capacities, barriers, and
opportunities to access markets. Those capacities, barriers, and opportunities are shaped, inter
alia, by institutions, public policies, political, behavioral and cultural factors.

14. Because aggregate growth and poverty reduction mediated through social norms, choices,
and institutions by themselves may not fully address gender inequality in many societies, explicit
policies may be needed to narrow remaining disparities in opportunities between men and
women. As documented by the World Development Report on Gender Equality (World Bank
2011a), some gender gaps—after accounting for educational, professional and industry related
and other differences under the control of the individual—remain particularly “sticky.” For
example, although women have entered the labor market in large numbers over the past few
decades, gender segregation in economic activity persists as do explicit or implicit gender
barriers to opportunities and earnings gaps. This has implications not only for women’s (current)
economic empowerment but also for their ability to save and be included in pension and
insurance schemes. Unequal control of household resources is both cause and effect of unequal
decision-making power, voice, and agency in the household and in the community, which tend to
be reproduced over time. Such persistent inequalities call for policies or specific attention to
gender issues in broader programs to improve women’s economic opportunities and address
gender-specific vulnerabilities (Bardasi and Garcia et al. 2014). This evaluation incorporates the
focus on gender (and other vulnerable groups) through two entry points: institutions and
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identification of the socioeconomic profile of the bottom 40 percent and the integration of gender
in the case studies.

15. Consistent with the broad framework, countries face a threefold broad policy agenda for
promoting shared prosperity:®> Enhancing human capacities, improving access to markets, and
delivery of public services.

16. Enhancing human capacities and building assets of the bottom 40 percent. This reflects a
broad concept of human capital, not just education and health but also, for example, the role of
early childhood development (ECD) in promoting intergenerational equity, and women in
shaping early capabilities. Education and health of women and girls, in particular, are critical
part of this agenda because of the positive spillovers to households and society as a whole as
well as the impact on gender equality. These capacities influence the specific skills and the
ability of the households to participate in the labor markets and obtain jobs that may help them
escape from poverty, overcome barriers, and climb the economic and social ladder.

17. Improving access to markets. Access to markets is a precondition of the productive use of
human, capital, natural and financial assets. This includes ownership of physical capital such as
land and working assets for small farmers, for example, as well as access to labor markets, which
are a key channel of income generation opportunities for all. The role of infrastructure—and,
generally, connectivity—in ensuring access to markets is important, especially for often
excluded or disadvantaged groups such as women, the poor and specific minority groups that
may be living in isolated areas. But returns/rewards to the assets of the B40 are determined in
product and factor markets to which these assets are more closely linked. So well-functioning
markets with supportive public infrastructure, public goods and legal institutions are very
important in ensuring access and returns. They all influence the demand for the services
generated by the assets of the B40 group and the productivity of those assets. Some of these links
can be indirect but powerful. Rates of return to additional education will depend on quality jobs
in poor areas, itself depending on firms having electricity and roads, as well as a good business
environment. And the productivity and incentives to invest by poor farmers will depend on
secure title to land and® available irrigation water. At the same time, there are many market
failures (e.g., inefficiencies due to asymmetric information, monopolies, property rights, missing
or incomplete markets, etc.) which justify the need for regulation and policy interventions.

5 Promoting Shared Prosperity in an Unequal World: Key Challenges and the Role of the World
Bank, September 23, 2014.

6 JEG. 2015. “Growing the Rural Non-Farm Economy to Alleviate Poverty: An IEG Evaluation
of World Bank Group Support 2004-2014.” Washington, DC: World Bank.
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Unbridled markets can result in especially adverse impact on the vulnerable and the poor (e.g.,
exploitative pricing, human trafficking, prostitution, child labor). Hence the need for public
action to rectify market failures and prevent and reduce the adverse impact on the vulnerable
groups.

18. Financing and delivering public services, through tax and expenditure/transfers systems. In
particular, tax system and social transfers such as conditional cash transfer programs can be used
to reach the bottom 40 percent. Tax systems are often designed primarily with revenue collection
and efficiency objectives in mind. But tax systems can also be important instruments of
redistribution. Each country faces a challenge to strike a balance between revenue, efficiency,
and equity objectives in their tax systems that is consistent with societal values and political
choices (Bogetic et al. 2015). On the expenditure side, transfers are the most direct and powerful
instruments of redistribution (e.g., public pensions, social assistance, unemployment insurance).
Productive public investments targeting access and growth bottlenecks that affect B40 can also
be an instrument that enhances not only growth capacity of the country as a whole but also the
income opportunities of the bottom 40 percent. Last but not least, addressing early childhood
development can be critical in breaking intergenerational transmission of poverty. Access to
basic care, nutrition, safe water and sanitation, and stimulation are essential during the first 2000
days of life when cognitive development is rapid.

19. Underpinning this policy agenda is the need to build and maintain sustainable social capital
(e.g., Woolcock and Narayan 2000), ensure voice and accountability (Paul 1994), empowerment,
community development, decentralization, and accountability of public and private service
providers.

Links with previous evaluations

20. As noted, above, this evaluation is complementary to the recent IEG poverty evaluation and
early childhood development evaluation, and the ongoing CPF//SCD evaluation. The poverty
evaluation examined how consistently the Bank focused its country programs on poverty along
the four main dimensions of results chain: data, diagnostics, strategy and implementation. Its
main findings are threefold. First, the Bank creates important knowledge on poverty that is a
global public good, but the data quality and access need improvement and diagnostics need to
better reflect institutional and political factors and have more actionable recommendations.
Second, understanding context and government commitment are key to greater fidelity and
actionability between the government’s and the Bank’s strategies. And third, the effectiveness of
Bank interventions in helping clients reduce poverty will increasingly depend on improving the
way it uses instruments as pilots and as catalysts to leverage resources from development
partners and other stakeholders and how well it combines complementary instruments:

10
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diagnostics, lending and technical assistance. By contrast, the current evaluation will, in
particular, examine the design and implementation of projects and the evidence available on their
distributional effects, (while not undertaking primary analysis of impact, which is beyond the
scope of the evaluation). It will look for evidence of redistributive impact in the existing and
ongoing evaluations and learning products. It will also be squarely focused on distributional
objectives and shared prosperity and while emphasizing linkages to poverty as appropriate.

21. Several recent thematic evaluations and reports are of particular relevance. First, this
evaluation will be informed by recent IEG’s thematic evaluation on Early Childhood
Development (ECD) (IEG 2015c), which documents how the first 1000 days of a child’s
development play a critical role in subsequent cognitive capacity, school performance, health
outcomes, socialization, and future earnings. The report finds that more attention is needed to
create knowledge related to scale, quality models for early learning, coordinated support for
ECD, cost-effectiveness, and capacity building at all levels of government. It also argues for a
WBG strategic framework and an organizational structure to support a coordinated approach
across Global Practices (GP). The impact of the Bank’s work could be increased by changing its
focus on health and survival to include child stimulation and development interventions in
health, nutrition, and social protection. Second, also relevant is the evaluation of health finance
(IEG 2015d). One of its main conclusions is that an integrated approach that links health
financing with public sector reforms is likely to be more effective than single-issue interventions
because this builds the institutions that are needed for sustainability. This includes equitable
revenue instruments, taking into account the overall public finance situation, moving toward
compulsory pooling in insurance and national health systems. Third, evaluation of Financial
Inclusion will provide relevant evidence on the key role of access to finance and the evidence on
WBG support to financial inclusion for lifting people out of poverty. Fourth, there will be a
systematic examination of available evidence in IEG’s project and program validation and
evaluation data base to extract relevant insights on recent project design and implementation.
Finally, several other evaluations are relevant in different ways to this evaluation: the learning
product on domestic resource mobilization (being prepared in parallel); the suite of learning
products on development policy operations effectiveness and design; the recent two volume
evaluation of Energy and Electricity Access, recognized as a key complementary factor in
reducing poverty and promoting investment opportunities; as well as other recent and ongoing
thematic work across the IEG Strategic Engagement Areas.

22. The evaluation of SCD and CPFs is particularly relevant because it is proceeding in parallel
and has many complementarities that can be exploited. The SCD/CPF evaluation focuses only
on countries that have completed their SCD and CPF, analyzing the process and their quality of
design in view of the new Bank country engagement model. By contrast, the shared prosperity

evaluation is asking a much broader question on a larger set of countries that goes to the
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implementation and influence/impact and not just process and design of strategies: what has been
the experience with the WBG interventions pursuing distributional objectives? This evaluation
will also look at how some countries that recently adopted CPF/SCD reoriented their strategies
towards explicit shared prosperity goal, but this will be done within that broader context of the
analysis of the WBG’s distributional objectives. The two teams are coordinating their activities
including client engagement and joint missions where possible. IEG’s ongoing evaluation on
Growing the Rural Non-Farm Economy to Alleviate Poverty: An IEG Evaluation of World
Bank Group Support 2004-2014 and the ongoing evaluation Data for Development (IEG 2016)
are being consulted and may provide useful insights to the current evaluation.

Il.  Purpose, Objectives, and Audience

23. The evaluation will provide Bank Group management early feedback and lessons in order to
take corrective action in implementation of the shared prosperity goal. Such an early evaluation
provides more current and relevant evidence from interviews and consultations than is usually
the case because of the real-time, ongoing engagement of informants with these issues. Finally,
the evaluation will aim to generate a clear metric for assessing progress and ‘benchmarking’ of
WBG performance in advancing the SP goals, which can be returned to 5 or 10 years hence to
gain a clear perspective on how the initiative has performed.

24. Since 2015/16 IEG has organized its work program around three strategic engagement areas
(SEAS) to lend greater coherence, relevance and impact on leading development challenges (IEG
2015f) The current evaluation is central to IEG’s work on Inclusive Growth, embracing the
objective of growth that is key to virtually all national development strategies, framed around the
ability of all people, explicitly including the poor and disadvantaged, to share in growth. It
emphasizes the joint determination of growth and distribution and hence the need to factor in the
distributional consequences of national and local policies influencing growth. Inclusive growth
rests largely on three elements: augmenting assets of the poor (human, social, and physical
capital), ensuring broad access to markets, and tax and transfers policies and institutions. This
evaluation will enhance our understanding of growth dynamics and the distributional
consequences in WBG supported programs and projects through the examination of existing
evidence on policy design and impact expressed through recent country program experience.

25. The evaluation directly supports the first objective of the IEG Results Framework: deepening
evidence about the results of the WBG programs and activities. By assessing how the WBG has
reoriented its engagement model towards the goal of shared prosperity, it also supports the
second IEG objective of the IEG Results Framework: generating evidence on the early
implementation experience of the WBG strategy. The purpose of this evaluation is to provide
new evidence on how and how effectively WBG institutions have pursued and impacted
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distributional objectives in their strategies, projects and key knowledge products in the past, and
how it has more recently reoriented its country strategies and lending design and knowledge
instruments towards the corporate goal of shared prosperity. Timing of this evaluation—close to
three years since the Bank announced its second corporate goal—is opportune to make course
corrections, if needed, to ensure that WBG will be successful in delivering on its goals. The
objectives are threefold. First, as the first evaluation of shared prosperity, it contributes directly
to deepening relevance to the World Bank Board and Management of the IEG’s knowledge and
evidence about new Bank programs and initiatives, and their orientation towards shared
prosperity. Second, because of the close links between poverty reduction and shared prosperity,
and building on the recent poverty evaluation, it aims to contribute to a greater understanding of
the potential synergies between economic growth, poverty, inequality and broader dimensions of
shared prosperity. And third, such an evaluation will help identify strengths and weaknesses in
operational practice, providing input to the Bank’s mid-course corrections towards better results,
accountability, and learning about shared prosperity.

26. The audience will consist of four main groups of stakeholders: (i) the Board representing the
Bank’s shareholders, (ii) the Bank’s management and country and task teams, (iii) WBG
member country client governments as well international evaluation and development
community, and (iv) external academic and civil society interested in the broad issues of equity
and economic development. Outreach and dissemination approaches will be tailored to these four
main stakeholder groups (see section “Expected Output and Dissemination” below).

I11. Evaluation Questions and Coverage/Scope

27. The evaluation starts with the premise that Bank projects and knowledge products are geared
towards sustainable growth and poverty reduction and they have, in principle, sometimes explicit
and often implicit distributional objectives, content, and results. For some of its projects, the
objectives of IFC and MIGA projects include explicit distributional objectives. The evaluation
will answer the following four related, broad evaluation questions, each with more specific
questions as follows. The evaluation design matrix in Attachment 2 contains more detail about
the information sources, data collection methods, and strengths and limitations of the coverage
and scope. The evaluation treats different agencies within the World Bank Group as “One World
Bank Group:” IBRD, IDA, IFC and MIGA strategies and operations will be the subject of study
under the evaluation questions below.

28. Question 1: How do strategies of the WBG and each WBG institution with their projects
and country diagnostics define and influence distributional objectives? Specifically, how
effective is each of the Bank Group institutions operationalizing the distributional objectives in
its strategies and major diagnostics? More specifically whether:
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a. The Bank, IFC, and MIGA articulated country strategies—objectives, pillars, a
mix of instruments, and results frameworks—that promote distributional
objectives in line with identified constraints and policy directions in key country
diagnostics—in the period before the goal of shared prosperity was formulated.

b. Evidence on the question above shows changes and evolution in recent years with
the advent of the goal of shared prosperity and SCD and CPF?

c. Do WBG staff and management, and each WBG agency, have a common
understanding of the concept and definition of shared prosperity?

29. Question 2: How, and how effectively, is Bank lending (projects and programs)
incorporating and implementing the distributional goals in projects before the new SCD/CPF
frameworks were put in place? And how well is it influencing those objectives through design,
implementation and impact? More recently, how is the new goal of shared prosperity
incorporated in the design of lending projects and program? For IFC and MIGA projects, this
evaluation will primarily assess the projects which have explicit distributional objectives but
within the context of the overall IFC and MIGA strategies and portfolios in country case studies.’

30. In particular, the evaluation will seek to answer whether and how well:

a. Development Policy Financing (DPFs) incorporate in its objectives, policy
frameworks and results frameworks country-specific, relevant concerns and
challenges to addressing distributional objectives such as inequality and shared
prosperity? And how effective were these interventions in terms of
implementation and outcomes?

b. Investment projects incorporate in their objectives, project components, and
results frameworks country-specific, relevant concerns and challenges to
expanding service delivery and opportunity to the poorest quintiles and groups,
including gender, ethnic, or other excluded communities with low access? And
what were the outcomes (based on available evidence)? As in the case of IBRD,
for IFC and MIGA, these assessments will be, in principle, limited to the projects
with explicit distributional objectives. The team will review joint WBG projects
and will also draw lessons from recent IEG evaluations and learning products,
including IEG’s Learning Product on Transformational Engagements.

7 This recognizes that the main mission of the IFC is support of private sector investment,
growth and jobs, which act indirectly to influence distributional outcomes. In the case studies,
however, the evaluation will look at the IFC and MIGA projects with distributional objectives
within the broader country portfolios.
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c. For the period after 2013 when the SCD and CPF were in place for limited
number of countries, and given the lack of evaluative material for many of these
recent projects and programs, the above questions will be looked at the level of
design only.

31. Question 3: How and how effectively are the Bank’s key knowledge products (and related
policy dialogue) on public expenditure allocations and domestic resource mobilization issues
informed by and geared towards shared prosperity concerns? Specifically, the evaluation will
seek to answer whether and how well:

a. Public Expenditure Reviews broadly defined (including other country knowledge
products with substantial public expenditure and distributional content, e.qg.,
Public Finance Reviews, CEMs with focus on fiscal and public expenditure
issues, and sectoral PERS or poverty assessments with strong policy focus) are
geared towards issues of shared prosperity when relevant in the country context.

b. Resource mobilization and distribution issues are addressed. Specifically, do
knowledge products reflect the focus on domestic revenue mobilization, where
warranted? Do they reflect not just concerns about revenue collection and
efficiency but also about equity and distributional issues?

c. Policy dialogue underlying preparation of DPFs and underlying knowledge
products takes on board country relevant priorities regarding shared prosperity in
their design, and whether the dialogue contributes to the improvements of policies
towards shared prosperity.

32. Question 4. Which indicators of shared prosperity, how, and how well is the WBG using its
strategies, lending, investment, knowledge, and advisory products to measure and promote
distributional issues and shared prosperity? Are indicators of shared prosperity largely limited to
the basic indicator (growth of real income of B40) or there are other (and which ones) indicators
in use? What are the prevailing and good practices? In the context of country case studies, what
is the prevailing practice and data gaps in the indicators of shared prosperity?

33. These questions will be addressed at the level of a global review, sectoral review, and
country case studies. Interplay of different interventions will be analyzed in depth at the level of
case studies. At the same time, it is important to state clearly what this evaluation would not
cover. In defining the scope of this evaluation some relevant issues will not be fully addressed
although they are recognized as important and relevant to sustainable advancement of the SP
agenda. In particular, the complex issues of voices of the poor, fostering local empowerment of
minorities, and the mechanisms for gaining greater accountability in public service delivery
through both national and local governance reforms (including decentralization, devolution,
transparency, civil service reform and legal reform, etc.) will not be incorporated into this
evaluation. Moreover, the important issues surrounding human rights, security, and access to the
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justice system will not be explored in depth. These are all extremely important issues which
disproportionately affect the poor and diminish their prospects for advancement, but as such they
deserve and require greater attention than will be possible within the scope of this evaluation. We
anticipate separate focused work on these important issues in subsequent evaluation. Also, the
cross cutting issue of social and environmental risks and safeguards will not be addressed as they
are subject of separate evaluations and learning products (e.g., the 2015 learning product on
social and environmental risks in DPOSs).

34. The evaluation will focus on the period FY05 to FY16, which includes the period FY14-16
when the corporate goal of shared prosperity has been in place. For IFC and MIGA, this
evaluation will focus primarily on strategies and projects that have explicit distributional
objectives. At the same time, it is recognized that IFC’s mandate focused on private sector
development can make an important contribution to private sector growth and, therefore, shared
prosperity. However, these indirect links to shared prosperity will only be examined at the level
of country case study, but not at the level of global review of shared prosperity issues at the
WBG. To make the evaluation manageable, the evaluation will use appropriate sampling and
selectivity of sectors of focus as described below.

IVV. Evaluation Design and Evaluability Assessment
Methodological approach in this evaluation

35. The evaluation will be a combination of thematic and process evaluation of WBG support to
shared prosperity. It will encompass several analytical levels and approaches: (i) global strategy,
portfolio, and knowledge reviews with particular emphasis on WBG interventions towards
shared prosperity, (ii) sector/policy reviews focused on certain sectors with significant relevance
for shared prosperity (e.g., education, health, power, agriculture as well as gender as cross
cutting area, and fiscal policy as the main policy instrument affecting distributional outcomes),
and (iii) case studies of countries with different levels of inequality and indicators of shared
prosperity as well as countries with broadly continuous Bank lending over the period FY2005-
16, which also have minimum quality data on distributional aspects of income and non-income
welfare. Some of these countries have adopted the CPF/SCD but others have yet to do so. The
evaluation will review and analyze strategies and lending and targeted knowledge instruments
using a combination of global portfolio review, sector/policy reviews, survey, interviews,
descriptive statistics, and desk reviews of relevant evaluation evidence (Figure 2). Practicality
(including coverage of related issues in other evaluations), direct relevance for shared prosperity,
and prioritization were guiding the choice of these sectoral and policy themes among many
others that also may have more indirect influence on aspects of shared prosperity (e.g., climate
change, governance and transparency etc.). At the level of country case studies, the lens deepens
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to a ‘general equilibrium’ view into the entire country portfolio of WBG operations with
particular focus on the above sectoral and policy areas. These approaches are complementary but
neither approach gets fully at the impact of the WBG operations.

36. This evaluation will address in greater depth how each of the WBG institutions have been
deploying its financial and knowledge interventions and convening role to advance the
distributional objectives, including, more recently, explicit shared prosperity objectives. The
evaluation will use a combination of desk reviews and targeted interviews for all countries, about
10-12 in-depth country case studies with country visits, a portfolio review, a possible targeted
survey, and appropriate descriptive statistical analysis.

Figure 2. A Simple Framework for Shared Prosperity Evaluation

Focus/Lense
SHARED PROSPERITY

N

Object of Study CAS, CPF, IFC, Dialogue, DPF,
CEM, FER, MIGA IP, IFC, MIGA
strategies projects
Methods/Approaches \ \ /

SECTOR/POLICY REVIEWS, CASE STUDIES,
SURVEY, REVIEW OF EVALUATIVE EVIDENCE,
PORTFOLIO REVIEW, INTERVIEWS,
DOCUMENT REVIEWS
OTHER (descriptive statistics)

Source: |IEG evaluation team.

37. Selection of case studies. A purposive sample of case study countries will be selected to
provide inductive narratives of how and how well WBG combines its various instruments in the
pursuit of shared prosperity at the country level. Countries with different levels of inequality,
growth and shared prosperity profiles and long standing WBG engagement and sufficient data
quality will be the subject of study (Table 1 in attachment 2b). The choice of case studies will
also be informed both by the IBRD/IDA portfolio mix as well as the depth of the IFC and MIGA
portfolio to ensure that most countries selected had significant IFC country portfolios. The
country case studies will cover country programs from all the world regions. The criteria for the
selection of case study countries are: (i) different levels of inequality and metrics of shared
prosperity, (ii) country characteristics to ensure representation from different regions, income
levels (IBRD, IDA), post-conflict and fragile situations, and different size of countries, (iii) long
term engagement of the Bank with associated lending and knowledge instruments, including
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countries from all world regions, and (iv) availability of minimum data on distributional issues
and outcomes. An instrument based on the template (Annex 7) is being developed to guide
country case studies to ensure harmonized approaches across all countries and clearly focused
fieldwork.

Analytical Framework
38. The evaluation will use the following building blocks:

39. Literature survey and analytical background papers. A literature review is being
completed, covering broad academic literature as well as that carried out at WBG, IMF, and
other bilateral agencies as well as WBG corporate materials concerning the new country
engagement model. Following the completion of the template guiding the country case studies,
and team discussions, several background papers will be commissioned. These will include, inter
alia, WBG support for shared prosperity in select sectors and profiling of the bottom 40 percent,
and measurement of income and wealth concentration in the top deciles in developing countries.

40. Desk reviews. The desk reviews will evaluate strategies of each WBG institutions, DPOs
and IP portfolios and associated key diagnostics in these countries based on a common template
currently being prepared. This will be supplemented by IEG other available country strategy and
project level evaluation evidence. Document reviews will be supplemented by key informant
interviews and, where appropriate, focus groups to help gain further insight. IEG’s new pilot
‘shared prosperity flags’ for Implementation Completion Report Reviews (ICRRs) will be used
to inform these desk reviews. For practical and selectivity purposes, reviews will focus on a
limited number of sectors and policy areas where distributional objectives are especially
important. These sectors and policy areas follow from the above framework on shared prosperity
in which critical role in shared prosperity is assigned to human capital accumulation (education,
human capital, social protection) and physical capital (select infrastructure sub-sectors, such as
power) and tax and transfer policies and access to markets. These desk reviews will draw on
existing project level evaluations and major thematic evaluations in the selected sectors and
policy areas, both in terms of ratings as well as insights on what works and what lessons they
afford for the future. Where relevant, evaluative material on these projects and products from
the IEG’s Strategic Engagement Area (SEA) on Sustained Service Delivery for the Poor will be
drawn on.

41. Field visits and case studies. The IEG team will visit about 10-12 countries and prepare case
study reports based on the information collected using a detailed template. Previously prepared
in-depth desk reviews will inform field visits and country case study reports. Field visits will
provide additional information from the interviews with stakeholders, especially on stakeholder
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perspectives, policy dialogue, country ownership etc. They will be coordinated with the parallel
evaluation of SCD and CPFs which will focus on the quality, ownership, coordination and
selectivity of these recent strategic documents.® The consultations with country authorities and
other stakeholders through these visits will be used to validate and revise the initial findings of
the desk reviews. Attention will also be paid to WBG partnerships and alliances at the country
level in pursuit of shared prosperity.

42. A targeted survey. The team will design and implement a survey of WBG staff to ascertain
the positive and normative understanding, perceptions, and implementation of the goal of shared
prosperity across WBG institutions, global practices, and regions. Depending on the timeline and
budget, a follow up external client survey would ascertain the same issues so that a comparison
with the WBG staff survey can be made and implications drawn for future positioning of the goal
of shared prosperity within and outside the WBG.

43. WBG consultations. The IEG team will carry out selective consultations within the WBG.
This will include interviews with the Bank regional chief economists, global practices, IFC and
MIGA chief economists, country directors and country representatives, and SCD and CPF, and
select DPF and IP team leaders, as well as the executive directors’ offices.

44. The strength and limitations of the evaluation design is described in detail in the Attachment
2a on the design evaluation matrix.

V.  Quality Assurance Process

45. The evaluation will be overseen by Nick York, Director, and Mark Sundberg, Manager, of
IEGEC. Peer reviewers will be professors Anthony S. Atkinson (Fellow of Nuffield College,
Oxford, and Centennial Professor of London School of Economics), Ravi Kanbur (Cornell
University), Nora Lustig (Tulane University; the leader of the Commitment to Equity Project),
and Francois Bourguignon (Paris School of Economics). Peer reviewers are among the world’s
leading scholars on the issues of inequality, equity, and the interactions between growth, poverty
and inequality as well as shared prosperity. The critical skills required of the team for this
evaluation include a deep understanding of the process and practice of the World Bank Group
engagement with countries, and how the Bank key diagnostics, country partnership strategies and
major interventions are developed, coordinated, and implemented. This includes specific skills in
in macroeconomics and inclusive growth, inequality, poverty, gender, infrastructure,
microeconomics, project analysis, preparation, and evaluation, and a broad and deep prior
operational and evaluation experience.

8 It is anticipated that the two teams will field several joint field visits to exploit synergies and
reduce costs and the client country mission burden.
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46. The evaluation team will be led by Zeljko Bogetic (IEG lead economist and thematic
coordinator for macro-fiscal management and governance). The core IEG team includes
Shahrokh Fardoust, Marcelo Selowsky, Malathi Jayawickrama, Aghassi Mkrtchyan, Moritz
Piatti, Takatoshi Kamezawa, Anjali Kumar, Lodewijk Smets, Aristomene Varoudakis, Elena
Bardasi, and Yumeka Hirano. The team will be supplemented with additional consultants and
sector specialists and staff from all units in IEG, drawing on diverse expertise and evaluation
knowledge of both departments, as needed, as well as additional specialists with IFC experience.
The multi-disciplinary team possesses extensive operational, country, research and evaluative
experience tailored to the evaluation task.

VI. Expected Outputs and Dissemination

47. The output will the evaluation report for the Committee on Development Effectiveness
(CoDE) and the Board. The report will be shared with the relevant country teams for their
information and comments and disclosed in line with standard procedure. The demand for
special internal or external dissemination is expected to be large because this is the first
evaluation of the WBG’s new corporate goal. Early consultations with global practices and DEC
show keen interest within the Bank. Given the importance of equity issues in the global economy
and at country level in most member countries, strong external demand is expected. As a result, a
dissemination and outreach strategy will be developed in an early collaboration with the IEG
knowledge and communications unit. Key messages and learning are to be effectively
communicated and disseminated among all relevant Bank Group stakeholders as well as to the
external audiences (multilateral development partners and select member countries). The final
report will consist of the main report limited to 50 pages in addition to annexes as well as a 10
page summary and presentation, which will be used for dissemination. Advance planning of
outreach to target audiences via internal and external events, conferences, and social media will
help ensure wide and effective dissemination. To facilitate greater and continuous engagement
with stakeholders and feedback, consideration may be given to producing the output in smaller,
thematic segments with the final report representing a synthesis. This idea will be further
discussed in the course of consultations.

Resources

48. Timeline and budget. Work on a template for of shared prosperity focused desk reviews of
WBG strategies, DPFs, IPs, and knowledge products is ongoing. An early scoping mission will
be followed by field visits for case studies, which—on current schedule—will be completed by
end-November 2016. A draft report will be discussed with IEG management at a one-stop review
meeting in February 2017; and finalization is planned in June 2017. The final output will remain
within the fiscal year 2017.
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49. The budget needed for this evaluation is $1.289 million over two fiscal years (FY16-17). The
cost includes coverage of 10-12 in-depth country case studies with field visits, several
background papers, and cost of the multi-disciplinary evaluation team spanning all units in IEG.
The cost of field visits is controlled to some extent through combining visits to more than one
country on the same trip, and ensuring that relevant desk assessments have been completed prior
to the visits. As explained above, cost savings will also be sought by combining several missions
with the ongoing evaluation of the SCD/CPF and, potentially, Data for Development evaluation.
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