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ABSTRACT

 
Poor governance and corruption pose fundamental problems for development. International 

financial institutions and governments around the world accordingly expend significant portions 

of their resources and convening power on governance and anti-corruption efforts. Yet scholars 

and practitioners alike know little about the causal effects of any particular approach or tool to 

mitigate governance and corruption risks. This study examines the impact of the Governance and 

Anti-Corruption Action Plans (GAAPs) and governance/anti-corruption strategies in World Bank 

investment project financing. The World Bank uses these project-oriented tools to address 

governance and corruption risks in projects and, occasionally, at the sector or country levels. I 

argue that GAAPs and governance/anti-corruption strategies should cause better project 

outcomes given the adequacy of the tools, the World Bank’s institutional capacity for 

governance and anti-corruption (GAC) work, and recent international GAC efforts and trends. 

To test my argument and ascertain the extent of GAAP and governance/anti-corruption strategy 

incidence, I individually code the more than 3,000 appraisal documents for the World Bank 

investments projects approved from fiscal years 2001-2014. Then, I conduct an impact 
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evaluation with a quasi-experimental design, using propensity score matching to control for 

selection bias. The results, though subject to some limitations, indicate that, on average, using a 

GAAP or governance/anti-corruption strategy causes project better project outcomes across all 

projects in the sample, ceteris paribus. As the first impact evaluation of a governance and anti-

corruption tool applicable to a large and heterogeneous sample, the implications for theory and 

policy of this study abound. Notably, this study supports the conclusion that governance and 

anti-corruption efforts contribute significantly to the achievement of development outcomes.  
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INTRODUCTION 

 The World Bank is a leading financier of development projects and producer of related 

research and knowledge products (Banerjee et al. 2005; Ravallion 2015). The institution’s vast 

expertise spans all sectors of the economy and the most critical thematic areas in development. 

One of these areas is corruption, a malaise that disproportionally impacts the poor and hinders 

free-and-fair development for all. The World Bank accordingly dedicates a significant portion of 

its resources and convening power to fighting corruption in the projects it finances. There are 

many different tools at the World Bank’s disposal to address governance- and corruption-related 

challenges in projects and sectors. Among these tools are the understudied Governance and Anti-

Corruption Action Plans (GAAPs) and governance/anti-corruption strategies, which are the 

subject of this thesis. 

GAAPs and governance/anti-corruption strategies have constituted significant features of 

World Bank investment projects since 2001. From fiscal years 2001-2014, the World Bank used 

a GAAP or governance/anti-corruption strategy in at least 394 out of its 3,437 Investment Project 

Financing (IPF)1 operations.2 However, to date, the World Bank has only commissioned limited 

studies of GAAPs employed in South and East Asia projects. As such, these studies have not 

comprehensively assessed the ensemble of financial management, procurement, oversight, and 

                                                 
1 Formerly, this lending instrument was referred to as “Investment Lending (IL)”. 
2 The figures cited in this sentence reflect a manual coding of all relevant Project Appraisal Documents (PADs), 
Project Papers, and Technical Annexes for the World Bank’s 3,437 Investment Project Financing (IPF) operations 
financed the International Bank for Reconstruction and Development (IBRD) and the International Development 
Agency (IDA) between fiscal years 2001-2014. Project Appraisal Document (PADs) and Technical Annexes are the 
primary appraisal documents for IPF documents, and Project Papers are the primary appraisal documents for 
additional financing of IPFs. The figures presented in the text probably do not account for all of the GAAPs 
instituted in IPFs after Board Approval. To account for these instances would require years of document revision 
and may not even be possible with publicly-available information. However, in all likelihood the number of 
instances in which a GAAP was instituted after project approval is few in number and is almost entirely limited to 
countries in which GAAPs were used across entire country portfolios. 
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demand-side governance controls that comprise GAAPs. This thesis thus answers the following 

question: what is the overall impact of GAAPs and governance/anti-corruption strategies on 

World Bank lending outcomes?  

In answering this question, this study is the first of its kind and responds to a need in the 

literature for impact evaluations of anti-corruption initiatives with external validity3 (Søreide 

2014: 32, 45; DFID, 2015: 87). Impact evaluations financed by 3ie4 and J-PAL5, for example, 

showcase relevant results specific to certain countries (e.g. Ferraz and Finan, 2008; Banerjee et 

al. 2014; García-Ponce, Wantchekon, and Zeithof, 2014). Nonetheless, these studies do not have 

the same objective as the present one. It aims to assess whether the use of GAAPs and 

governance/anti-corruption strategies causally affects development outcomes across the 125 

countries in the sample.6 Due to data and other limitations, this thesis triangulates the 

quantitative findings with qualitative ones and candidly highlights potential limitations with the 

relevant data and statistical techniques.  

Given the nature of GAAPs as a collection of project-specific conditions, this thesis also 

sheds new light on conditionality in World Bank lending. It does so from a different lens than 

those of other scholars, too, who only examine conditionality in adjustment/policy lending (e.g. 

Svenson 2003; Easterly, 2005; Köberle et al., 2005; Kilby, 2009). By contrast, this thesis only 

pertains to investment lending/financing, which is currently the only World Bank lending 

instrument that employs GAAPs and governance/anti-corruption strategies.  

                                                 
3 External validity refers the extent to which it is possible to generalize the results of a study to other contexts 
(Trochim, 2006). 
4 See http://www.3ie.com/  
5 See http://www.povertyactionlab.org/  
6 Note that the World Bank finances some regional projects, which complicates the counting of the number of 
countries. I have excluded four regions from this count. 
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This thesis finds that, on average, the presence of a GAAP or governance/anti-corruption 

strategy impacts development outcomes in all projects in the sample.7 The relevance of these 

results extend beyond the literatures on governance, corruption, and the correlates of success in 

development lending (e.g. Ika, Diallo, and Thuillier, 2012; Denizer, Kaufmann and Kraay, 

2013). Although this study only examines projects financed by the World Bank, the institution’s 

global reach and the breadth of the sample suggest that the results may be generalizable. The 

World Bank should thus continue using GAAPs and governance/anti-corruption strategies in 

investment projects. Similarly, other donors and governments may wish to consider GAAPs and 

governance/anti-corruption strategies for their investment-style projects as well. 

I argue that the above should be the correct course for policy using the following chapter 

structure. The first chapter examines the composition, use, and objectives of GAAPs and 

governance/anti-corruption strategies. Chapter 2 disentangles the argument, providing evidence 

of the World Bank’s and its borrowers’ capacities to undertake work within the realm of GAC—

and by extension, GAAPs and governance/anti-corruption strategies. Chapter 3 explains the 

research design, which primarily hinges on an impact evaluation using a quasi-experimental 

design with propensity score matching. Chapter 4 presents the data analysis and main results of 

the study. Chapter 5 expounds upon the implications of this study for theory and policy. 

 

                                                 
7 To be clear, I am referring to the Average Treatment Effect (ATE), not the Average Treatment Effect on the 
Treated (ATET). In addition, I do not account for GAAPs used after project approval, which carry with them 
significant endogeneity constraints. I explain these constraints later. 
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CHAPTER 1. AN OVERVIEW OF GOVERNANCE AND ANTI-CORRUPTION ACTION PLANS AND 

STRATEGIES 
 

1.1. Chapter Structure 

 This chapter provides an overview of Governance and Anti-Corruption Action Plans 

(GAAPs) and governance/anti-corruption strategies. Section 1.2 describes these tools and their 

composition. Section 1.3 demarcates the difference between GAAPs and governance/anti-

corruption strategies, and Sections 1.4 and 1.5 recount the origins of both tools. Though 

sparingly used at first, the World Bank currently uses GAAPs and governance/anti-corruption 

strategies in a relatively large number of its operations, which Section 1.6 disaggregates by 

region, country and fiscal year. Section 1.7 explains the current use and role of these tools in 

projects financed by the World Bank. Section 1.8 explores the extent to which GAAPs and 

governance/anti-corruption strategies represent forms of conditionality, contrasting the quasi-

conditionalities contained in these tools with those in adjustment/policy loans. Section 1.9 lays 

out concerns about the effectiveness of GAAPs and governance/anti-corruption strategies, which 

in turn present challenges for this study. The final section synthesizes the findings of this 

chapter. 

1.2. What Are Project-Level Governance and Anti-Corruption Action Plans and Strategies? 

 Project-level Governance and Anti-Corruption Actions Plans (GAAPs) and 

governance/anti-corruption strategies are project-specific tools that the World Bank uses to 

mitigation governance and corruption risks in higher risk investment projects. In a limited 

number of cases, the World Bank uses the same GAAP across a sector or country, such as in 

Cambodia (Turkewitz, 2013).  
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A well-designed governance/anti-corruption strategy or GAAP, which some countries 

refer to as an Anti-Corruption Action Plan (ACAP),8 showcases targeted measures in line with 

the TAP principles of transparency, accountability, and participation (World Bank, 2009b; World 

Bank, 2010a). The exact composition of these tools thus varies, and the reason is 

straightforward: different countries and sectors within these countries have varying GAC 

strengths, weaknesses, and preferences. In practice, project-level GAAPs and governance/anti-

corruption strategies contain an ensemble of procurement, financial management, and demand-

side governance controls. Examples of the latter include grievance redress mechanisms9 as well 

as beneficiary and third-party participation, including from non-governmental organizations 

(World Bank, 2003b; World Bank, 2007b). In some cases, GAAPs aim to strengthen oversight 

institutions and include provisions on conflicts of interest, codes of conduct, and disclosure 

(Turkewitz, 2013). Using a more disaggregated viewpoint, it is possible to group individual 

measures of GAAPs and governance/anti-corruption strategies into the following categories: 

transparency/access to information; accountability (including social accountability); public 

participation; institutional effectiveness; enhanced financial management; enhanced 

procurement; grievance redress mechanisms; and independent monitoring (Turkewitz, 2013; 

World Bank, 2010a; World Bank, 2013e).  

1.3. What is the Difference between a GAAP and a Governance/Anti-Corruption Strategy? 

GAAPs and governance/anti-corruption strategies differ in their levels of specificity. 

Governance/anti-corruption strategies outline a respective project’s additional governance and 

corruption measures but generally do not consistently specify which actor(s) are responsible for 

                                                 
8 Some common name variants include: Governance and Transparency Action Plan; Governance and Integrity 
Action Plan; Transparency and Accountability Strategy; Governance Filter; Governance Framework; Anti-
Corruption Plan; Integrity Strategy; and Better Governance Action Plan. 
9 For more on grievance redress mechanisms, refer to World Bank, 2012b; ibid., 2012c; ibid. 2013b; ibid. 2013h. 
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completing which tasks by what timeframe. By contrast, GAAPs generally at least specify the 

relevant actors’ responsibilities, though they are not always clear on implementation schedules.  

1.4. The First Project-Level Anti-Corruption Strategy 

  On June 2, 1998, the World Bank’s Board of Directors approved $225 million in 

financing for Indonesia’s First Kecamatan Development Program (KDP), a community-driven 

development (CDD) project (World Bank, 2015b). Presaging a change in approach to mitigating 

corruption in investment projects, the First KDP inaugurated a new tool: a project-level anti-

corruption strategy (World Bank, 2001; ibid, 2003a).  

As apparent from its absence in the First KDP’s Project Appraisal Document (PAD), the 

anti-corruption strategy did not initially figure into the project’s design. In fact, the PAD for the 

First KDP did not even use the word “corruption” (World Bank, 1998). Approved in 2001, the 

Second KDP’s PAD described the First KDP’s anti-corruption strategy and how the latter 

informed that of the Second KDP (World Bank, 2001). Both strategies drew their intellectual 

underpinnings from Indonesia’s First and Second Village Infrastructure Projects (World Bank, 

1999a; ibid., 2000c). Among other tactics for mitigating corruption, these projects featured 

increased community participation and the use of display boards for fund usage transparency 

(World Bank, 2000c). 

Building off the Village Infrastructure projects, the anti-corruption strategy for the First 

KDP focused on three areas: “eliminating complexity and reducing transactions”; “financial 

transactions and making them public”; and “monitoring the whole process (and responding to 

complaints)” (Balbo di Vinadio, 2010; Plummer and Cross, 2007: 249). According to the First 

KDP’s Implementation and Completion Report (ICR), corruption persisted in spite of the anti-
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corruption strategy (World Bank, 2003a: 11). Nevertheless, the First KDP exhibited significant 

achievements in terms of controlling corruption, particularly in light of the highly decentralized 

nature of the CDD project and the challenging operating environment (Guggenheim et al., 2004; 

Wong, 2004: 4; Woodhouse, 2005). Relevant results included, inter alia: a 40 percent recovery 

rate for missing funds; perceived low corruption levels according to 92% of surveyed villagers; 

and a diversion rate of less than 1% on grant funds (Balbo di Vinadio, 2010: 2; World Bank, 

2003a:10).  

1.5. The Advent of the Project-Level Anti-Corruption Action Plan 

 Just as Indonesia was the first country with an anti-corruption strategy in its projects, it 

was also the first country to feature a project-level Anti-Corruption Action Plan (ACAP). 

Between May 22 and June 26 of 2003, the World Bank approved five loans to Indonesia, of 

which two showcased an ACAP and two others contained an anti-corruption strategy. 

Indonesia’s Private Provision of Infrastructure Technical Assistance Loan (PPITA), approved on 

May 22, 2003, was the first project financed by the World Bank with an ACAP. Roughly two 

weeks later, the World Bank’s Board of Directors approved the second project with an ACAP: 

Indonesia’s Health Workforce and Service Project.  

1.6. Which Countries Use GAAPs and Governance/Anti-Corruption Strategies? 

 Since the first anti-corruption strategies and ACAPs in Indonesia, the World Bank has 

gradually adopted them in other countries, beginning with the Kyrgyz Republic in 2003 (World 

Bank, 2003c). Based on a coding of publicly-available appraisal documents,10 the World Bank 

used GAAPs or governance/anti-corruption strategies sparingly from fiscal years 2001-2006. In 

                                                 
10 See Chapter 3 for a discussion of the coding methods. 
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fact, only five countries employed GAAPs or governance/anti-corruption strategies during this 

period, and the World Bank only used them for 2% of approved investment projects. 

Table 1. Use of GAAPs and Governance/Anti-Corruption Strategies by World Bank Fiscal Year 

Fiscal 
Year/Tool 

GAAPs  Strategies  GAAPs & Strategies 
% of Total   
No. of IL 
Projects 

Number of 
Countries     
(Unique 
Count) 

2001  0  1  1  0.5%  1 

2002  0  2  2  1.0%  1 

2003  2  2  4  1.9%  1 

2004  1  3  4  1.9%  2 

2005  5  3  8  3.3%  2 

2006  6  3  9  3.7%  5 

2007  34  5  39  14.8%  21 

2008  35  5  40  14.7%  20 

2009  35  7  42  16.3%  24 

2010  41  4  45  15.0%  18 

2011  46  14  60  19.0%  28 

2012  29  7  36  17.6%  18 

2013  38  11  49  22.3%  23 

2014  49  6  55  18.9%  24 

Grand Total  321  73  394  11.5%  60 
 

 

Table 2. Regional Use of GAAPs and Governance/Anti-Corruption Strategies (Fiscal Years 2001-2014) 

Region/Tool  GAAPs  Strategies  GAAPs & Strategies 

Sub‐Saharan Africa  (AFR)  89  27  116 

East Asia and Pacific  (EAP)  64  22  86 

Europe and Central Asia  (ECA)  20  14  34 

Latin America and Caribbean (LAC)  13  2  15 

Middle East and North Africa (MNA)  1  0  1 

South Asia (SAR)  134  8  142 

Grand Total  321  73  394 
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Beginning in fiscal year 2007, many more countries began to adopt GAAPs and 

governance/anti-corruption strategies (see Table 1). From the fiscal years 2007-2014, the World 

Bank used them in at least 366 projects, accounting for 17% of approved in investment projects. 

Countries located in South Asia used GAAPs and governance/anti-corruption strategies more 

than any other region from fiscal years 2001-2014, and India was also the greatest adopter of the 

tools (See Tables 2 and 3). By contrast, countries located in the Middle East and North Africa 

hardly used GAAPs and governance/anti-corruption strategies. 

Table 3. Country Use of GAAPs and Governance/Anti-Corruption Strategies (Fiscal Years 2001-2014) 

Rank  Country  GAAPs  Strategies  GAAPs & Strategies 

1  India  68  3  71 

2  Indonesia  34  18  52 

3  Bangladesh  26  1  27 

4  Nepal  18  2  20 

5  Democratic Republic of Congo  17  2  19 

6  Vietnam  14  1  15 

7  Africa (regional project)  9  5  14 

8  Kenya  8  3  11 

9T  Pakistan  7  2  9 

9T  Philippines  7  2  9 

10T  Ethiopia  7  1  8 

10T  Uganda  8  0  8 

   

1.7. The Current Role and Use of GAAPs and Governance/Anti-Corruption Strategies  

The World Bank has a clear mandate to employ specifically-tailored GAAPs and 

governance/anti-corruption strategies in projects. In development projects financed by the World 

Bank, borrowing countries are responsible for project implementation, including procurement 

decisions (World Bank, 2003b). At the same time, the Articles of Agreement require the World 

Bank to ensure that borrowers use loan proceeds for their intended purposes (World Bank, 
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2012b: 7).11 Consistent with this requirement, all investment projects undergo separate risk12, 

financial management13, and procurement14 assessments (World Bank, 2007e; ibid., 2014c; ibid., 

2014f). When fiduciary arrangements are weak, the World Bank sometimes designs financial 

management or procurement action plans and undertakes additional measures such as prior 

procurement reviews.15 All of these measures precede “no objections” to contract awards, which 

must clear World Bank sanctions lists.16 In some projects, the World Bank opts to include a 

GAAP as well. All of the above are consistent with the World Bank’s stance on zero tolerance to 

corruption in cases when it is identified in its projects (Wolfensohn, 1996; Wolfowitz, 2006; 

Zoellick, 2011; Kim, 2013).17  

GAAPs and governance/anti-corruption strategies can be useful for borrowing countries. 

For instance, the tools can help with the identification of strengths and weaknesses in governance 

and anti-corruption frameworks. Similarly, GAAPs can help build capacity so that borrowers can 

comply with both the Anti-Corruption Guidelines18 and the General Conditions19 (World Bank 

                                                 
11 See Article III, Section 5(b) in the IBRD Articles of Agreement (World Bank, 2012d). For IDA projects, refer to 
Article V, Section 1(b) in the IDA Articles of Agreement (World Bank, 1960). 
12 See Chapters 2 and Chapter 3. 
13 Refer to Operations Policy/Bank Policy (OP/BP) 10.2 for all operations in this data set. In 2015, the World Bank 
retired OP/BP 10.2 and merged it with OP/BP 10 (World Bank, 2015c) 
14 For procurement, refer to Operations Policy/Bank Policy 11.0;  
15 The World Bank has very comprehensive financial management procurement policies that exceed the scope of 
this thesis. The controls   
16 In addition to its sanctions lists, the World Bank performs checks against an anti-money laundering list and an 
internal Company Risk Profile Database. Within the Integrity Vice Presidency (INT), which is responsible for 
conducting investigations related to corruption, there is also a preventive unit that aids Project Task Teams with 
corruption issues in projects (World Bank, 2011d) 
17 Here, I have cited speeches from all of the presidents of the World Bank that have stated the institution’s position 
on zero tolerance to corruption. Note that when President Wolfensohn first articulated the Bank’s position on zero 
tolerance to corruption, it was a blanket statement. Since then, World Bank presidents, starting with Paul Wolfowitz, 
have articulated that the World Bank’s policy on zero tolerance to corruption applies to when corruption is 
discovered in projects. Levy (2014: 204-208) also discusses the issue of zero tolerance to corruption at the World 
Bank. 
18 The official title of the document pertaining to IPFs is: Guidelines on Preventing and Combatting Fraud and 
Corruption in Projects Financed by IBRD Loans and IDA Credits and Grants (World Bank, 2011e). 
19 For IBRD projects, refer to sections 7.02c and 7.03c of the General Conditions for Loans (World Bank, 2012. For 
IDA projects, refer to sections 6.02c and 6.03c of the General Conditions for Credits and Grants (World Bank, 
2010i). 
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2010i; ibid. 2011e; ibid. 2012f). The General Conditions oblige borrowing countries to take 

“timely and appropriate action” in the case of revealed fraud or corruption (World Bank, 2010i; 

ibid., 2012f).20 The Anti-Corruption Guidelines, which came into effect in 2006, complement the 

General Conditions and place the onus on the borrowing countries to preventively mitigate fraud 

and corruption in projects (World Bank, 2006a). Considering all of these controls, GAAPs can 

act as a reassurance mechanism for World Bank management, thereby smoothing the risk of 

project suspension or cancellation. In addition, GAAPs can provide avenues for introducing new, 

country-relevant initiatives. Examples include peace filters and social accountability21 

mechanisms, such as citizen charters22, community scorecards23, citizen report cards24 (World 

Bank, 2013e).  

Nevertheless, GAAPs are not always popular with the World Bank’s borrowing 

countries. The circumstances differ for each country and project, but one reason can be fatigue 

from the plethora of fiduciary and other requirements in projects. Another reason can be wanting 

appetite from governments to tackle governance and corruption issues, which can be political in 

nature. Alternatively, borrowers’ reticence to have or implement GAAPs can be due to project 

arrangements, such as limited potential for input at the GAAP design stage, capacity constraints, 

                                                 
20 For IBRD projects, refer to sections 7.02c and 7.03c of the General Conditions for Loans (World Bank, 2012f). 
For IDA projects, refer to sections 6.02c and 6.03c of the General Conditions for Credits and Grants (World Bank, 
2012 
21 Demand for good governance and social accountability are proximate terms (World Bank, 2012b: 1). The terms 
fall within the scope of demand-side governance, which involves participation by citizens, communities, and non-
governmental organizations in the governance process. “Social accountability is about affirming and 
operationalizing direct accountability relationships between citizens and the state. Social accountability refers to the 
broad range of actions and mechanisms beyond voting that citizens can use to hold the state to account, as well as 
actions on the part of government, civil society, media and other societal actors that promote or facilitate these 
efforts” (World Bank, 2005a). 
22 Refer to World Bank, 2011c. 
23 Refer to Post, Agarwal, and Venogupal, 2014. 
24 Refer to World Bank, 2013i. 
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and the number of steps necessary for compliance in many GAAPs. The World Bank thus only 

recommends them in limited circumstances (World Bank 2009a: 53; ibid., 2009e: 59): 

 (1) when low governance and high corruption risks significantly imperil the achievement 

of a respective project’s development objectives, often at the discretion of a project’s 

Task Team Leader (World Bank, 2013e);  

(2) when a respective World Bank Country Office decides to use GAAPs across an entire 

country portfolio, such as after a Detailed Implementation Review (DIR) or instance of 

fraud/corruption in a particular project (e.g. Cambodia, India, Indonesia, Nepal, 

Bangladesh) (World Bank, 2010a; World Bank, 2013e; Turkewitz, 2013); 

(3) after an Integrity Vice Presidency (INT) investigation recommends the use of a 

GAAP to address systemic governance and/or corruption risks in a sector or country 

(World Bank, 2009b: 11; World Bank, 2010a: 24). 

  The World Bank’s 2007 GAC strategy was the first institutional document to call for staff 

to design GAAPs in high-risk projects (World Bank 2007b: vii, 27).25 Thereafter, the number of 

GAAPs and governance/anti-corruption strategies in the World Bank’s portfolio increased 

significantly (see Table 1). Responding to the 2011 IEG Evaluation of the 2007 GAC Strategy, 

in 2012 the World Bank updated in its 2007 GAC Strategy and prepared an implementation plan 

to operationalize the strategy (IEG, 2011; Kunicová, 2013). The new strategy and 

implementation plan highlighted GAAPs as a measure of smart project design but did not place 

the same emphasis on the instruments as the 2007 GAC Strategy (World Bank, 2012e: 21). 

                                                 
25 Specifically, the 2007 GAC Strategy states the following: “For high-risk projects, staff will be expected to prepare 
anticorruption action plans that synthesize the main corruption prevention aspects built into project design” (World 
Bank, 2007b: 27). 
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1.8. GAAPs as a Form of Conditionality? 

 Given that GAAPs impose additional requirements on borrowing countries, it is pertinent 

to ask: are GAAPs a form of conditionality? 

The World Bank has engaged in conditionality through its Loan Regulations26 since the 

first loan to France in 1947 (World Bank, 1947). Since then, the World Bank has affixed myriad 

additional provisions to the General Conditions documents for both the International Bank for 

Reconstruction and Development (IBRD) and the International Development Association (IDA). 

IBRD has updated its General Conditions for Loans at least 22 times, and IDA has amended its 

General Conditions for Credits and Grants27 12 times (World Bank 1947; ibid., 1948; ibid., 

1950a; ibid., 1950b; ibid., 1950c; ibid., 1950d; ibid., 1952a; ibid., 1952b;  ibid., 1955a; ibid., 

1955b;  ibid., 1956a; ibid., 1956b; ibid., 1956c; ibid., 1956d; ibid., 1961a; ibid., 1961b; ibid., 

1961c; ibid., 1967a; ibid., 1967b; ibid., 1967c; ibid., 1969a; ibid., 1969b; ibid., 1974a; ibid., 

1974b; ibid., 1980a; ibid., 1980b; ibid., 1980c; ibid., 1985a; ibid., 1995a; ibid., 1997b; ibid., 

1997c; ibid., 1997d; ibid., 1999b; ibid., 1999c; ibid., 1999d; ibid., 1999e; ibid., 2004a; ibid., 

2004b; ibid., 2004c; ibid., 2005b; ibid., 2005c; ibid., 2005d; ibid., 2006d; ibid., 2007c; ibid., 

2007d; ibid., 2008c; ibid., 2010i; ibid., 2010h; ibid., 2012f).28 However, the World Bank has 

most prominently—and controversially—imposed individual conditions on its borrowing 

countries at the project level.  

                                                 
26 Initially, the World Bank referred to the document as the Loan Regulations. Since 1969, the document has been 
called General Conditions for Loans. 
27 IDA’s General Conditions documents has been given a number of different names, such as: General Conditions 
Applicable to Development Credit Agreements and Development Credit Regulations Number 1. 
28 It is difficult to obtain a precise count on the number of times IBRD’s General Conditions for Loans have been 
amended. In the early years, the document was called Loan Regulations. From 1947-1950, Loan Regulations 
Numbers 1 and 2 were applied simultaneously. Thereafter, in 1950 Loan Regulations Numbers 3 and 4 replaced 
Numbers 1 and 2. 1969, the World Bank changed the name of the document to General Conditions for Loans. In the 
1990s and 2000s, IBRD also had different versions of the General Conditions for Loans for single currency loans, 
fixed spread loans, and currency pool loans. Depending on how one counts the amendments, IBRD’s General 
Conditions for Loans have been amended at least 22 times. 
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Theoretically, adding conditions to loans increases the effectiveness of aid (Girod and 

Tobin, n.d.). To that end, in many investment projects the World Bank employs project-specific 

conditions to the appraisal, negotiations, and loan effectiveness stages of the project cycle. As 

manifested by the Paris Declaration on Aid Effectiveness (2005) and Accra Agenda for Action 

(2008), though, conditionality remains a delicate subject in development (OECD, 2008). 

Pertinently for this thesis on GAAPs and governance/anti-corruption strategies, investment loans 

are not the primary source of borrower fatigue with conditionality. Instead, the likely holder of 

this distinction is another type of World Bank lending instrument: adjustment/policy loans. 

The World Bank issued its first Structural Adjustment Loan (SAL) in 1980 (Easterly, 

2005: 1). For reasons mostly outside the scope of this thesis, numerous scholars have rigorously 

critiqued numerous aspects of structural adjustment (e.g. Gilbert, Powell, and Vines, 1999; 

Svensson, 2003; Easterly, 2005; Harrigan, Wang, and El-Said, 2006; Kilby, 2009). In fact, at one 

point criticism of conditionality in structural adjustment lending became so acute that the World 

Bank undertook a comprehensive study of conditionality (Köberle et al., 2005).  

Renamed Development Policy Lending (DPL) in 2004, and Development Policy 

Financing (DPF) in 2013, DPFs have unique sets of prior actions that cover a wider array of 

sectors and areas than GAAPs in investment projects. Occasionally, the prior actions of a 

respective DPF do not even specifically relate to its project development objective. For DPFs to 

disburse, the Borrower must complete all prior actions before the World Bank will release the 

relevant financing, frequently in one tranche.29  

                                                 
29 There may be limited exceptions to this maxim, but generally the prior actions serve as conditions of 
disbursement. 
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Like prior actions in DPFs, GAAPs theoretically constitute required measures for high-

risk investment loans. Unlike prior actions in DPFs, though, the disbursing of funds in 

investment loans with GAAPs is not necessarily contingent upon completion of the relevant 

measures. Task Teams very rarely include GAAPs in a project’s legal agreement or operational 

manual, too. Some countries and Task Teams treat GAAPs as a de facto or de jure form of 

conditionality, but it is not the case across the World Bank’s entire portfolio. GAAPs are thus a 

form of quasi-conditionality.  

1.9. GAAP Monitoring, Data Accessibility, and Challenges 

In light of the concerns surrounding conditionality, it is on the one hand surprising that 

there are no previous comprehensive studies of GAAPs. Currently, the World Bank’s Access to 

Information Policy requires public access to the relevant project documents that contain GAAPs: 

the Project Appraisal Documents (PAD)30, Project Papers31, Program Documents32, or Technical 

Annexes33. There are only very limited exceptions in which a Project Task Team can restrict 

public access to these documents (World Bank, 2013f). 

On the other hand, the paucity of an overarching study on GAAPs may not be surprising. 

Sometimes, Project Task Teams add a GAAP to an existing project after the Board of Directors 

has already examined a project’s relevant appraisal document. In such instances, Task Teams do 

not consistently update the relevant documents (e.g. through a Project Paper restructuring 

document) or disclose the GAAP on the project’s publicly-accessible website. Similarly, the 

World Bank does not consistently publish the documents and conditions that explain the extent 

                                                 
30 These documents are generally used for new investment projects. 
31 These documents are generally used for additional financing projects (with slight modifications to the parent 
project) and project restructurings. 
32 These documents are generally used for supplemental credits to existing investment loans. 
33 These documents are generally used for investment loans that are part of a larger, often cross-country, program or 
another special circumstance. 
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to which a GAAP is mandatory: more specifically, a project’s operations manual and, if 

applicable, the conditions of appraisal, negotiations, and effectiveness attached to each loan. 

Further complicating robust data collection, the coverage of GAAPs in required, semi-annual 

project Implementation Status Reports (ISRs) is inconsistent, notably because the ISRs do not 

mandate reporting on GAAPs. The same is true for the mandatory Implementation Completion 

Reports (ICRs)34 (Turkewitz, 2013). 

Other challenges pertain to the structure of the GAAPs and governance/anti-corruption 

strategies as well as the projects. Not all countries and project implementing agencies have the 

same capacities to implement each project and its GAAP or governance/anti-corruption strategy. 

In countries or implementing agencies with limited capacity, it can be quixotic to design one of 

these tools with too many required steps, especially considering the aforementioned monitoring 

challenges. That is why the World Bank recommends establishing a dialogue early with project 

implementing agencies about GAAPs and ensuring that these tools use existing country systems 

to the extent that it is feasible. Other relevant good practices include budgeting in advance and 

preparing training where necessary (World Bank, 2003b; World Bank, 2010a; World Bank, 

2014g). 

1.10. Chapter Conclusion 

This chapter underscores that GAAPs and governance/anti-corruption strategies are 

flexible tools. The World Bank uses them in a large variety of countries to mitigate context- and 

sector-specific governance and corruption risks in investment projects. GAAPs and 

governance/anti-corruption strategies can be useful not only for the World Bank but also its 

borrowers. Regardless, implementation of these tools is not uniform across all projects. As with 

                                                 
34 ICRs are comprehensive summary reports completed after project closing 
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any governance/corruption tool, GAAPs and governance/anti-corruption strategies are more 

effective when they take into account monitoring ability (including budgetary concerns), country 

risk, and implementation agency capacity. To avoid condoning corruption through improper 

enforcement, GAAPs and governance/anti-corruption strategies should thus not invoke quasi, 

unenforceable conditionalities. Instead, the World Bank should employ these tools carefully and 

in collaboration with its borrowers, thereby ensuring a proper balance between requirements and 

capacity. 
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CHAPTER 2. THE ARGUMENT 
 

2.1. Introduction to the Argument 

 This chapter disentangles the argument that the World Bank should continue using 

GAAPs and governance/anti-corruption strategies, and that other donors and governments may 

wish to consider them for investment-style projects as well. Section 3.2 explains the positions 

supporting this perspective. Section 3.3 outlines the challenges. The final section justifies the 

author’s decision to support hypothesis 1 as opposed to the null hypothesis. 

2.2. Hypothesis 1: The Case for GAAPs and Governance/Anti-Corruption Strategies 

 The argument for continuing the use of GAAPs and governance/anti-corruption strategies 

is based on three premises. The first is that World Bank has the institutional capacity to 

successfully undertake governance and anti-corruption (GAC) work of any kind. The second 

pillar underpinning an argument for continuing the use of GAAPs and governance/anti-

corruption strategies rests on the adequacy of these tools. The third premise is that recent 

international efforts and trends indicate that the majority of the World Bank’s borrowers can deal 

with governance and corruption risks better than ever before. I address each of these premises 

separately in the subsections below.  

2.2a. The World Bank’s Institutional Capacity for Governance and Anti-Corruption Work 

 A lot has changed since the World Bank tepidly began working on governance issues to 

mitigate the “fiscal impact of unrestrained public sector wages” in the early-to-mid-1980s (IEG, 

2011: 3). The reexaminations of the institution’s mandates on governance in 1990 and corruption 

in 1995 served as the initial drivers of these changes (World Bank, 1992; ibid. 1994; ibid. 1997: 
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28, footnote 22). World Bank President James Wolfensohn’s 1996 speech on the “cancer of 

corruption”, in which he framed corruption as a development issue (see below), then set the stage 

for the robust collection of GAC-related strategies, policies, and initiatives that followed.35  

 “If the new compact is to succeed, we must tackle the issue of economic and 
financial efficiency. But we also need to address transparency, accountability, and 
institutional capacity. And let’s not mince words: we need to deal with the cancer of 
corruption. 

 In country after country, it is the people who are demanding action on this issue. 
They know that corruption diverts resources from the poor to the rich, increases the cost 
of running businesses, distorts public expenditures, and deters foreign investors. They 
also know that it erodes the constituency for aid programs and humanitarian relief. And 
we all know that it is a major barrier to sound and equitable economic development. 

 Corruption is a problem that all countries have to confront. Solutions, however, 
can only be home-grown. National leaders need to take a stand. Civil society plays a key 
role as well. Working with our partners, the Bank Group will help any of our member 
countries to implement national that discourage corrupt practices. And we will support 
international efforts to fight corruption and to establish voluntary standards of behavior 
for corporations and investors in the industrialized world.  

The Bank Group cannot intervene in the political affairs of its member countries. 
But we can give advice, encouragement and support to governments that wish to fight 
corruption and it is these governments that will, over time, attract the larger volume of 
investment. Let me emphasize that the Bank Group will not tolerate corruption in the 
programs that we support; and we are taking steps to ensure that our own activities 
continue to meet the highest standards of probity” (Wolfensohn, 1996). 

 

The World Bank’s first corruption strategy in 1997 charted a course for the institution to 

follow in terms of its approaches at the project, country, regional, and global levels. In 2000, the 

World Bank released both a progress report on its 1997 Corruption Strategy and a separate 

Governance Strategy. Both documents provided details on the extent of the World Bank’s 

significant change of course on governance and corruption. Among other changes, the World 

Bank supported: anti-corruption work in over 50 countries; the requirement for Country 

                                                 
35 See Appendix 2 for an excerpt of the speech. 
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Assistance Strategies to assess the GAC environment of each borrower; and the inclusion of 

“voice” in projects – i.e. partnerships with civil society, journalists, communities (World Bank 

2000a; ibid. 2000b). Both documents also recognized the implementation of country-level GAC 

strategies, often led or initiated by borrowing countries. 

 In 2001, the Bank established the Integrity Vice-Presidency (INT) to investigate 

“allegations of fraud and corruption in World Bank-financed projects, as well as allegations of 

possible staff misconduct” (World Bank, 2014a). Thereafter, in 2006, the World Bank 

promulgated precise anti-corruption guidelines, stipulating borrower-side requirements for the 

use of World Bank financing and sanctions in the case of fund misuse (World Bank, 2006a). In 

2007, the World Bank partnered with the United Nations (UN) Office on Drugs and Crime 

(UNODC) to launch the Stolen Asset Recovery (STAR) Initiative (World Bank and UNODC, 

2015). In 2009, INT launched the International Corruption Hunting Alliance, a practically-

oriented forum for practitioners around the world to share the latest techniques in fraud and 

corruption detection and prevention on a biannual basis (World Bank, 2009; ibid. 2012i). 

 The World Bank’s 2010 introduction of the Operational Risk Assessment Framework 

(ORAF) provided for yet another milestone. Although the World Bank screened lending projects 

for risks prior to the existence of the ORAF, its introduction formalized the process for all 

potential risks, including those pertaining to governance and corruption (World Bank, 2013k). In 

an effort to simplify the ORAF, the World Bank replaced it with the Systematic Operations Risk-

Rating Tool (SORT) in 2014 (World Bank, 2014c). It is possible to mention many more 

initiatives, too, including: the implementation of cross-debarment among multilateral 

development banks in 2010 (World Bank, 2011d); the development of robust governance and 

corruption indicators (Kaufman, Kraay, and Mastruzzi, 2013); and the launching of a new 
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Access to Information Policy, which the independent Publish What You Fund has consistently 

ranked highly on its Aid Transparency Index (World Bank, 2013; Publish What You Fund, 

2015). 

All throughout these years, the World Bank has invested large sums of its human capital 

budget into GAC work as well. The 1997 Strategic Compact mobilized additional and more 

permanent funding for project-level financial management, procurement, and audits, resulting in 

the creation of a professional stream for Financial Management and Procurement Specialists 

(World Bank, 1997a: 30). In 2007, INT added a preventive services unit (World Bank, 2014h). 

In 2008, the World Bank launched the $89 million Governance Partnership Facility Trust Fund 

(GPF) in collaboration with various European governments to assist with the operationalization 

of the integrated 2007 GAC Strategy (World Bank, 2012e; World Bank, 2014i). Due to the 

singular nature of hiring decisions, it is difficult to quantify all of the World Bank’s investment 

in staff tackling GAC issues. Nevertheless, a large number of units deal with GAC issues 

nowadays (World Bank, 2012e; Kunicová, 2013). Perhaps the most prominent of these units is 

the new Governance Global Practice, which came into effect in 2014 and integrates fiduciary 

staff as well as those working on demand-side issues. 

At the strategic level, the World Bank has updated and upgraded its institutional priorities 

periodically. The 2007 GAC Strategy recognized the distinct yet interrelated natures of 

governance and corruption.36 It also diverged from the ad hoc strategies of the Wolfowitz years 

                                                 
36 “Governance and corruption are not synonymous. Governance refers to the manner in which public officials and 
institutions acquire and exercise the authority to shape public policy and provide public goods and services. 
Corruption is one outcome of poor governance, involving the abuse of public office for private gain. Public office is 
abused when an official accepts, solicits, or extorts a bribe and when private agents give or offer bribes to 
circumvent public policies and processes for competitive advantage and profit. It is also abused through patronage 
and nepotism, the theft of state assets, or the diversion of state revenues. Corruption can also take place among 
private sector parties, yet interface with and affect public sector performance: for example, bidders may collude in a 
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(2005-2007), during which the World Bank cancelled several loans due to GAC issues 

(Wolfowitz, 2006; The Economist, 2006). Explicitly, one of the strategy’s seven principles37 

states that “the poor should not pay twice”, referring to the World Bank’s commitment to helping 

countries with even the most corrupt environments (Kunicová, 2013). Funding from the GPF and 

this new strategic priority, which the World Bank has carried on to its Updated 2012 GAC 

Strategy and Implementation Plan, has contributed to greater coverage of GAC issues in Country 

Assistance Strategies as well as at the project level (World Bank, 2014i). Out of the 3,437 

investment projects approved from fiscal years 2001-2014, 1,639 projects aimed to tackle a 

governance-related issue as one of their top five objectives.38  

2.2b. The Adequacy of GAAPs and Governance/Anti-Corruption Strategies 

 The World Bank tailors GAAPs and governance/anti-corruption strategies to the specific 

country contexts. As of this writing, the World Bank has done so for 15 years in more than 394 

projects, financing nearly all sectors of the economy in at least 60 countries, and spanning all six 

of the World Bank’s administrative Regions.39 Thus, it would be difficult to argue that these 

tools are too inflexible to serve their purposes of reducing governance and corruption risks. 

                                                                                                                                                             
public procurement with intent to defraud the state. Corruption and governance are also intertwined, as corruption is 
often a symptom of poor governance, and grand corruption can fundamentally undermine governance” (World 
Bank, 2007b: 3). 
37 See Appendix 1 for the complete list of the seven principles underpinning the 2007 GAC Strategy and the 2012 
GAC Strategy Update and Implementation Plan. 
38 I quantified these figures using IEG (2011: 6) as a reference. It provides a typology of governance-related theme 
codes, referring to the top five objectives of each project. Themes refer to the top five objectives of each project, 
because each World Bank project can only be coded with a maximum of five theme codes, and theme codes capture 
project objectives. The theme codes that are “governance-related” according to IEG (2011:6) include: (25) 
Administrative and civil service reform; (26) Decentralization; (27) Public expenditure, financial management, and 
procurement; (28) Tax policy and administration; (29) Other accountability/anticorruption; (30) Other public sector 
governance; (90) Managing for development results; (31) Access to law and justice; (32) Judicial and other dispute 
resolution mechanisms; (33) Law reform; (34) Legal institutions for a market economy; (36) Personal and property 
rights; (40) Regulation and competition policy; (57) Participation and civic engagement; and (73) Municipal 
governance and institution building. 
39 I use the descriptions “more than” and “at least” in this sentence to account for the fact that I did not code for 
projects approved in fiscal year 2015 and the few projects approved thus far in fiscal year 2016. 
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Ideally, GAAPs are preferable to governance/anti-corruption strategies since the former detail 

task-level responsibilities and in some cases even timelines for completion of the relevant tasks.  

2.2c. Recent International and Country-Level Efforts and Trends in GAC 

 More than ever before, borrowing countries have the tools at their disposal to implement 

projects and control for corruption while doing so. The 2005 United Nations Convention against 

Corruption (CAC), which only a few countries have not ratified, provided a strong basis for 

mutual agreement on necessary international anti-corruption efforts. The CAC introduced 

mandatory provisions relating to prevention, criminalization, international cooperation, and asset 

recovery.40 Later that same year, the 2005 Paris Declaration on aid effectiveness was perhaps 

even more monumental in terms of its relationship to GAAPs. The Paris Declaration’s five 

principles of ownership, alignment, harmonization, managing for results, and mutual 

accountability contributed to the phasing out of “ring-fencing” in World Bank projects—i.e. 

having separate project implementation units as means to safeguard funds from country systems 

(OECD, 2008). Since then, as showcased in the principles of the 2007 GAC Strategy,41 the 

World Bank has endeavored to use—as opposed to work around—country systems, thereby 

ensuring greater country-level capacities to foster good governance and mitigate corruption.

 The 2007 GAC Strategy and 2012 GAC Strategy Update and Implementation describe 

hundreds of relevant initiatives financed by the World Bank, but it is not the only multilateral 

development bank or donor from which countries may receive GAC-related funding or technical 

assistance, too. There are too many to name them all here, but it is worth pointing out the efforts 

of the International Organization for Supreme Audit Institutions (INTOSAI) and the 

                                                 
40 I could potentially also mention the OECD Anti-Bribery Convention, but its members do not include many of the 
World Bank’s borrowing countries (OECD, 2015). 
41 See Appendix 1 of this chapter. 
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International Association of Anti-Corruption Authorities (IAACA). According to their respective 

websites, INTOSAI has 147 member countries, and IAACA has 191 member countries 

(INTOSAI, 2015; IAACA, 2015).42 

 Citizens of the world, the media, businesses, and non-governmental organizations (e.g. 

Transparency International, Global Integrity, Global Witness) have increasingly taken it upon 

themselves to control corruption, too (Rose-Ackerman, 2013). The Arab Spring, websites such as 

ipaidabribe.com, a diverse array of social accountability initiatives, and recent protests in Africa 

prove that non-governmental actors play an important role in the fight against corruption (Fox, 

2014; Baker, 2015). 

Finally, the United States Foreign Corrupt Practices Act and related legislation from 

other countries have proved to be a very powerful force in the fight against corruption, ensuring 

supply-side43 enforcement regardless of where the crime took place. The Foreign Corrupt 

Practices Act, which prevents United States’ companies from committing corrupt practice 

abroad, has cost many companies, including Wal-Mart, hundreds of millions of dollars in fines 

(Voreacos and Dudley, 2014; United States Department of Justice, 2015). 

                                                 
42 There is some overlap in membership between agencies designated as supreme audit agencies and anti-corruption 
agecnies, but some countries (e.g. Argentina) have separate supreme audit agencies and anti-corruption agencies. 
43 In corruption, the supply-side refers to the givers of bribes (i.e. the private sector), and the demand-side refers to 
those demanding the bribes (i.e. often a government official). 
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Table 4. Significant Events in the World Bank’s GAC Agenda and Relevance to GAAPs (if applicable) 

 Event Significance to GAC Agenda and GAAPs 
1) (1996) President James 

Wolfensohn’s Annual Meeting 
Speech, “People and 
Development” 

The speech portended a change of course in the 
institution’s approach to corruption. Eventually, 
GAAPs became one of the World Bank’s many 
tools to help mitigate corruption in its affirmed 
quest toward “zero tolerance to corruption”. 

2)  (1997) Publishing of The World 
Bank’s first Corruption Strategy 

It set-out the World Bank’s vision on how to 
combat corruption and mentioned anti-corruption 
action plans but only those at the regional level. 

3) (1997) The Strategic Compact It mobilized additional funding and staff for 
financial management, procurement, and audits, all 
of which are critical components of GAAPs. 

4) (1997) World Development 
Report (WDR) entitled the “Role 
of the State in a Changing World” 

The WDR signaled a shift in the institution’s view 
toward the state after neoliberalism, stressing the 
importance of the state in development, which was 
followed by increase in governance-related lending. 

5)  (1999) Comprehensive 
Development Framework (CDF) 

The Comprehensive Development Framework had a 
pillar for governance and expanded the World 
Bank’s efforts on “voice” – participation by third-
party beneficiaries of loans, including communities. 
In turn, the CDF facilitated the emergence demand-
side governance, often a key feature of GAAPs. 

6)  (2000) Publishing of “Reforming 
Public Institutions and 
Strengthening Governance”  

The new governance strategy reflected the lessons 
of the 1997 WDR. The document comprehensively 
summarized the World Bank’s and its clients’ 
governance-related work, including in client-led, 
country-wide GAAPs – independent of projects 
financed by the World Bank. 

7)  (2001) Establishment of the 
Integrity Vice Presidency (INT) 

INT was founded to investigate “allegations of 
fraud and corruption in World Bank-financed 
projects, as well as allegations of possible staff 
misconduct”. INT’s investigations later 
recommended GAAPs as a tool for projects 
susceptible to corruption. 

8) (2005) Paris Declaration on Aid 
Effectiveness 

Although not uniquely sponsored by the World 
Bank, the Paris Declaration had a monumental 
impact on the World Bank’s work. Perhaps most 
importantly, it contributed to the gradual ending of 
the practice of “ring fencing”—implementing 
projects independent of country systems to 
safeguard funds. This transition led to a greater need 
for GAAPs given the need to use—instead of 
working around—country systems. 

9)  (2005) Paul Wolfowitz assumed 
the World Bank Presidency 

Wolfowitz expanded the use of contractual remedies 
(e.g. misprocurement, loan cancellations) to 
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 Event Significance to GAC Agenda and GAAPs 
penalize countries with poor governance 
environments. The measures were highly unpopular 
and paved the way for a new institutional approach 
to GAC in projects, which included greater use of 
GAAPs. 

10)  (2007) GAC Strategy Published The institution’s first combined governance and 
anti-corruption strategy specifically advocated for 
the use of GAAPs in projects.  

11) (2008) Initiating of Governance 
Partnership Facility (GPF) Trust 
Fund 

Window 1, in particular, ensured greater coverage 
of GAC issues in Country Assistance Strategies, 
which helped with GAAP development and 
effectiveness. 

10)  (2010) Launching of the 
Operational Risk Assessment 
Framework (ORAF)  

Although all World Bank lending projects 
underwent some form of risk screening, the ORAF 
formalized the process for all potential risks, 
including those pertaining to governance and 
corruption, and mandated assessment at various 
steps of the project cycle. It is unclear whether the 
cumbersome requirements and comprehensiveness 
of the ORAF contributed to the Task Team’s 
sometimes poor record of GAAP follow-up, 
monitoring, and implementation. 

11)  (2011) IEG Evaluation of GAC 
Strategy 

The Independent Evaluation Group’s evaluation 
drew significant public attention to the GAC 
agenda, including, to some extent, GAAPs.  

12)  (2012) Updated GAC Strategy 
and Implementation Plan 

Following the 2011 IEG evaluation, the World Bank 
updated its GAC Strategy and drafted a 
corresponding implementation plan. It mentioned 
the increased use of GAAPs as part of smart project 
design but did not specifically advocate for their 
use. 

13) (2014) Introduction of the 
Systematic Risk-Rating Tool 
(SORT) 

In an effort to simplify the ORAF, the SORT 
replaced the ORAF as the project-level risk 
framework template for investment project 
financing. Although the SORT removed the 
confidential ORAF sections about corruption and 
stakeholder risk, all of the risk headings in SORT 
are now publicly-disclosed. In addition, the SORT 
has a new heading for Political and Governance 
Risk and other headings that pertain to GAC. 
Similar to the ORAF, project Task Teams must 
update the relevant risk ratings over the life cycle of 
each project. 
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Sources: World Bank, 2000a; The Economist, 2006; World Bank, 2006a; World Bank, 2007b; 
Weaver, 2008; Hyden, 2008; OECD, 2008; IEG, 2011; World Bank, 2012e; World Bank, 2013f; 
Levy 2014; World Bank, 2014a; World Bank, 2014c; Winters and Kulkarni, 2014 ). 

2.3. Null Hypothesis: The Case against GAAPs and Governance/Anti-Corruption Strategies 

 This section explains the counterarguments to those presented in the previous section. All 

three subsections below follow the same structure as the previous section. 

2.3a. World Bank Capacity Challenges in GAC Work 

 Over the past 30 years, the World Bank has undoubtedly made significant improvements 

in its capacity to undertake work within the realm of GAC. Some issues, nevertheless, persist. 

Although all staff must take relevant operational training before receiving an accreditation to 

become a Task Team Leader, the material in the training module cannot cover the immense 

scope of GAC work. It is thus inevitable that not all Task Team Leaders—and by extension, 

Task Teams—have the same capacities to deal with GAC issues in projects.  

 Another challenge pertains to the well-documented necessity of project approvals and 

release of disbursements to the World Bank’s business model (e.g. World Bank, 2000a; Kapur, 

2002; Rich, 2002; Easterly, 2005; Hyden, 2008; Weaver, 2008; IEG, 2011: 175; Winters and 

Kulkarni, 2014). Pipeline problems, political interference, and international commitments (e.g. to 

the Millenium Development Goals) further reify these necessities (Fukuyama, 2006; Booth, 

2010; Søreide, 2014: 20). The issue at hand for GAC work is that these priorities could lead 

World Bank Task Teams to only conduct less than robust analyses of a respective project’s GAC 

issues. 

 Even with a plethora of institutional controls and staff dedicated to the fight against 

corruption, the World Bank is unable to deter or catch every person or company guilty of fraud, 
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corruption, obstruction, coercion, and collusion in the projects it finances.44 The redacted list of 

cases that INT publishes on its external website and the lists of debarred and temporarily 

suspended firms/individuals are testament to this unfortunate fact (World Bank, 2015e; ibid., 

2015f; ibid. 2015g). In addition, just like in any in court of law, there are strict evidentiary 

requirements underpinning the rules regarding sanctioning, and the World Bank does not have its 

own police force, so some criminals will inevitably get away with their crimes. 

2.3b. Challenges to the Adequacy of GAAPs and Governance/Anti-Corruption Strategies 

 GAAPs and governance/anti-corruption strategies may be flexible, but the World Bank 

and the respective project implementing agencies still need to design and implement them 

properly. Doing so requires expertise in a diverse group of skills and areas, some which require 

years of specialized training, including: financial management, procurement, social 

accountability mechanisms, and legal oversight mechanisms. Some countries also have better 

institutions in place than others, making the design and implementation of GAAPs not a uniform 

challenge across all countries and implementing agencies within a specific country. For example, 

some countries may not have integrated e-financial management systems and conflicts of interest 

legislation that can prevent the improper steering of contract awards in tender committees. Other 

countries, or even institutions within the same country, may have these provisions but no 

credible means to enforce them. 

 In one cluster of projects, it may not be possible to design an adequate GAAP or 

governance/anti-corruption strategy for reasons not pertaining to a specific country. One reason 

could be that a project design is so complicated, that no GAAP could possibly mitigate all of the 

                                                 
44 The corrupt practices listed in this sentence correspond with those defined in the Anti-Corruption Guidelines. 
Refer to: Guidelines on Preventing and Combatting Fraud and Corruption in Projects Financed by IBRD Loans and 
IDA Credits and Grants (World Bank, 2011e) 
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relevant governance and corruption risks. Often, political reasons underpin the approval of such 

projects, too, making a missing or inadequate GAAP a non-issue for most stakeholders. 

Additional relevant issues could include an inadequate timeframe or budget for project 

preparation and implementation. 

 Another cluster of projects do not warrant a GAAP or governance/anti-corruption 

strategy. One typical project within this cluster could involve minimal GAC risks, and another 

could have a very small commitment amount or strategic value. GAAPs require scarce funding 

and political capital, so the World Bank needs to be careful not to overuse them. 

2.3c. Challenging Recent Developments in GAC 

 Despite the progress that so many countries have made, some recent events and trends 

signal that the poor governance remains intractable. Currently, Africa has some countries that 

either do not enjoy free-and-fair elections, or others where leaders are not susceptible to term 

limits (Baker, 2015). In regards to corruption, some countries require more efforts to curtail 

corrupt practices, and these changes sometimes take decades due it being social norm (World 

Bank, 2015h). For example, in Nigeria, recent research indicates that 27 out of 32 heads of large 

enterprises had to pay bribes to conduct businesses with the government; and those 5 others who 

chose not to pay bribes stopped doing business with the government altogether (Ufere et al., 

2012). As Malesky, Gueorguiev, and Jensen (2014) show for Vietnam, bribe propensity only 

decreases in accordance with the prevalence of monopoly rents.  

2.4. Concluding Argument 

 There are logical arguments both for and against the continued use of GAAPs and 

governance/anti-corruption strategies in World Bank investment projects. Upon review of the 
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evidence, the World Bank has the capacity to carry out GAAPs and governance/anti-corruption 

strategies. These tools are also sufficiently flexible so that the World Bank may use them for a 

variety of different contexts and countries, and most borrowing countries have greater capacity 

than ever to successfully implement projects corruption-free. These mutually reinforcing facts 

support the argument that the World Bank should continue using these tools, as appropriate. In 

any case, the World Bank has committed to “not let the poor pay twice” and work even in the 

toughest environments, so GAAPs may be appropriate for these types of projects. 

 Nevertheless, there are instances in which a GAAP or governance/anti-corruption 

strategy is inappropriate. The World Bank should thus be careful to employ these tools according 

to established good practices and only use them when they can ostensibly contribute to project-

level results. Overusing or misusing these tools could nullify their impact across entire portfolios 

of projects and have adverse consequences for the World Bank’s relationships with its clients. 

 

 

 

 

 

 



31 
 

Appendix 1. The Seven Principles Guiding the GAC Strategy 

 

THE GUIDING PRINCIPLES FOR STRENGTHENING WORLD BANK GROUP 

ENGAGEMENT ON GOVERNANCE AND ANTICORRUPTION 

1. The World Bank Group (WBG’s) focus on governance and anticorruption (GAC) follows 

from its mandate to reduce poverty—a capable and accountable state creates opportunities for 

poor people, provides better services, and improves development outcomes. 

2. The country has primary responsibility for improving governance—country ownership and 

leadership are key to successful implementation, and the WBG is committed to supporting a 

country’s own priorities. A country’s government remains the principal counterpart for the 

WBG. 

3. The WBG is committed to remaining engaged in the fight against poverty, and seeking 

creative ways of providing support, even in poorly-governed countries—“don’t make the poor 

pay twice”. 

4. The form of WBG engagement on GAC will vary from country to country, depending on 

specific circumstances—while there is no ‘one-size-fits-all’, the WBG will adopt a consistent 

approach towards operational decisions across countries, systematically anchored in national 

strategies, supported by WBG Country Assistance Strategies, with no change in the 

performance-based allocation system for IDA countries or IBRD resource allocation system. 

5. Engaging systematically with a broad range of government, business, and civil society 

stakeholders is key to GAC reform and development outcomes—so, consistent with its mandate, 

the WBG will scale up existing good practice in engaging with multiple stakeholders in its 
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operational work, including by strengthening transparency, participation, and third-party 

monitoring in its own operations. 

6. The WBG will strive to strengthen, rather than bypass, country systems—better national 

institutions are the more effective and long term solution to governance and corruption 

challenges and to mitigating fiduciary risk for all public money, including that from the Bank. 

7. The WBG will work with donors, international institutions, and other actors at the country and 

global levels to ensure a harmonized approach and coordination based on respective mandates 

and comparative advantage—“the WBG should not act in isolation.” 

Source: World Bank, 2007b 
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CHAPTER  3.  RESEARCH DESIGN 
 

3.1. Chapter Structure 

 This chapter sets out the research design necessary to quantitatively test the argument. 

Again, I argue that GAAPs and governance/anti-corruption strategies should cause better 

outcomes due to the adequacy of these tools for some projects, the institution’s overall capacity 

for GAC work, and recent international trends. An impact evaluation using a quasi-experimental 

design with propensity score matching is the primary method by which I test the argument. 

Sections 3.2-3.8 proceed sequentially, describing each preparatory step required to estimate the 

average treatment effects (ATE) of including GAAPs and governance/anti-corruption strategies 

in projects.  

Section 3.2 explains my coding strategy for constructing the first data set and evaluable 

sample of GAAPs and governance/anti-corruption strategies used in projects from fiscal years 

2001-2014. In Section 3.3, I provide the rationale behind my methodological choice of an impact 

evaluation using a quasi-experimental design with propensity score matching. As with most 

impact evaluations, there are potential threats to internal validity or the underlying ability of the 

statistical model to describe causal relationships. I lay out these threats to internal validity in 

Section 3.4, paying particular attention to the endogeneity concerns surrounding the selection of 

GAAPs and governance/anti-corruption strategies for high-risk projects. Given the inherent 

selection bias, Section 3.5 details the mitigation measures I take to mitigate endogeneity through 

my coding strategy. Due to myriad rules/assumptions governing the selection of variables for 

probit treatment models for these types impact evaluations, I justify the selection and non-
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selection of relevant variables in Section 3.6. As further measures to showcase the relevant 

endogeneity, Section 3.7 describes the purpose of the balancing test and examining results 

through a linear regression. Subsequently, I explain why I estimate an initial probit regression 

and predict the propensity scores for both the treatment and control groups in Section 3.8. 

Section 3.9 represents the final step of the impact evaluation, in which I explain how to estimate 

the average treatment effects, and Section 3.10 describes the robustness checks that I perform to 

ascertain the integrity of the model. 

In addition to the purely quantitative impact evaluation, I use and consider other methods 

and strategies for this thesis. I discuss these other research methods and strategies, including 

“GAC is everyone’s business”, in Sections 3.11-3.13. The final section of this chapter provides 

some concluding remarks on issues pertaining to research design. 

3.2. Coding and the Sample 

 To discern the impact of GAAPs and governance/anti-corruption strategies in projects 

financed by the World Bank, it was first necessary to construct a data set. I did so by examining 

all publicly-disclosed appraisal documents45 for the 3,437 investment projects financed by 

IBRD/IDA in fiscal years 2001-2014. From this universe of projects, the World Bank did not to 

publicly-disclose the relevant appraisal documents for 123 projects on their respective websites. 

In line with the differences between GAAPs and governance/anti-corruption strategies, taking 

into account whether these tools specify task responsibilities and timelines, I coded the latter and 

the former accordingly.  

                                                 
45 See Section 1.6. for details on which types of appraisal documents I examined for this data set. 
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In some cases, the coding involved informed judgment calls. Most of the time, if the 

project Task Teams specified the responsible person/office for one task, they generally did so for 

the rest of the actions in the GAAP. Thus, only a limited number of cases pertained to the 

differences between GAAPs and governance/anti-corruption strategies. The majority of 

judgment calls concerned whether to code the project as having either a GAAP or 

governance/anti-corruption strategy as opposed to neither the latter nor the former.  

The differing structures of the appraisal documents containing the GAAPs or 

governance/anti-corruption strategies presented one relevant challenge for the coding. Most of 

the appraisal documents detailed the GAAPs and governance/anti-corruption strategies in an 

annex. These cases tended to involve easy decisions to count the respective GAAP or 

governance/anti-corruption strategy. It was more difficult to make an accurate assessment when 

the Task Teams decided to include the GAAPs or governance/anti-corruption strategies outside 

of a dedicated annex. Generally, I tended not to count these instances.  

I counted GAAPs and governance/anti-corruption strategies that contained: (1) measures 

outside the scope of regular financial management, procurement, and demand-side governance 

controls46; (2) governance and oversight arrangements that exceeded regular smart project 

design47 regarding internal controls and overlapping accountability structures; and/or (3) 

specified responsibilities for undertaking the relevant governance and anti-corruption measures. 

Some of the documents with sections labelled “anti-corruption action plan” or “governance 

strategy” did not meet the above criteria, so I excluded these projects from my count of GAAPs 

and governance/anti-corruption strategies.  

                                                 
46 Disclosure in line with the World Bank’s Access to Information Policy or a country’s right to information laws 
constitute example of regular demand-side governance work. 
47 For more on smart project design and when it is not enough, refer to World Bank (2009b). 
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Another set of projects included governance/anti-corruption strategies or action plans 

drafted by the ministries of the World Bank’s borrowing countries. I excluded these strategies in 

my count of governance/anti-corruption strategies, primarily because none of these strategies 

specifically pertained to the respective project or sector. In addition, the World Bank did not 

draft them specifically for the respective projects, and these governance/anti-corruption 

strategies did not invoke dual completion responsibilities. 

The final types of governance/anti-corruption strategies that I excluded from my count 

are those included in the project risk frameworks or ORAFs. These are not formal 

governance/anti-corruption strategies and correspond more with overall risk management and the 

“GAC is everyone’s business” approach (Kunicová, 2013).  Although I examined guarantee 

projects from the sample of potential projects with GAAPs and governance/anti-corruption 

strategies, none of them employed either tool. Consequently, despite their presence in the 

IBRD/IDA (PE) product line, I removed guarantees from my sample before conducting the 

impact evaluation. In total, guarantee projects comprised 31 projects before excluding them from 

the population. 

The World Bank has occasionally added GAAPs and governance/anti-corruption 

strategies to investment projects after Board approval. I did not code for such instances in my 

data set of GAAPs and governance/anti-corruption strategies. The lack of consistent data on such 

instances would have complicated the relevant coding48, but endogeneity issues accounted for 

the primary reason behind my approach.49  

                                                 
48 See Section 1.6 
49 See Section 4.4 for more on endogeneity and the measures I take to mitigate it. 
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Taking the above into account, I found 321 GAAPs and 73 governance/anti-corruption 

strategies from fiscal years 2001-2014, covering all six of the World Bank’s administrative 

Regions and 60 countries. These figures account for the population. 

  Table 5. Sample of GAAPs and Governance/Anti-Corruption Strategies by Country 

Country/Tool  GAAPs  Strategies  GAAPs & Strategies 

Afghanistan  1  0  1 

Africa  1  0  1 

Albania  4  2  6 

Argentina  2  0  2 

Cambodia  2  1  3 

Cameroon  0  1  1 

Democratic Republic of Congo  2  1  3 

Ethiopia  2  0  2 

Honduras  0  1  1 

India  4  0  4 

Indonesia  11  10  21 

Kenya  1  0  1 

Kyrgyz Republic  0  2  2 

Moldova  2  0  2 

Mozambique  1  0  1 

Pakistan  1  1  2 

Philippines  3  1  4 

Sri Lanka  1  0  1 

Tajikistan  2  1  3 

Timor‐Leste  1  0  1 

Uganda  1  0  1 

Vietnam  1  0  1 

Grand Total  43  21  64 
 
Table 6. Sample of GAAPs and Governance and Anti-Corruption Strategies by World Bank Region 

Region  GAAPs  Strategies  GAAP & Strategies 

Sub‐Saharan Africa (AFR)  8  2  10 

East Asia and Pacific (EAP)  18  12  30 

Europe and Central Asia (ECA)  8  5  13 

Latin America and Caribbean (LCR)  2  1  3 

Middle East and North Africa (MNA)  0  0  0 

South Africa (SAR)  7  1  8 

Grand Total  43  21  64 
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Table 7. Sample of GAAPs and Governance/Anti-Corruption Strategies by World Bank Fiscal Year 

Fiscal Year/Tool  GAAPs  Strategies  GAAPs & Strategies 

2001  0  1  1 

2002  0  2  2 

2003  2  2  4 

2004  1  3  4 

2005  4  2  6 

2006  3  3  6 

2007  18  2  20 

2008  6  2  8 

2009  7  2  9 

2010  1  0  1 

2011  1  1  2 

2012  0  1  1 

Grand Total  43  21  64 

 

A limited number of projects in the population that could potentially have GAAPs or 

governance/anti-corruption strategies have IEG outcome ratings. The reason is that not all 

projects in the data set have closed, and IEG does not rate the active projects. Thus, even though 

I have coded with available appraisal documents all projects from fiscal years 2001-2014, the 

data set applicable for the impact evaluation corresponds to only a sample of potential projects 

with GAAPs and governance/anti-corruption strategies. In total, my sample comprises 43 

GAAPs and 21 governance/anti-corruption strategies, pertaining to 22 countries in five of the 

World Bank’s administrative Regions. Since data are not available from the Worldwide 

Governance Indicators for calendar years 2001 and 2014, this sample corresponds to investment 

projects from calendar years 2002-2013 (Kaufmann, Kraay and Mastruzzi, 2013). The total 

number of investment projects in this sample is 1329 projects. Since Stata50 drops observations 

with missing covariate values, the final number of projects for which I conduct this evaluation is 

                                                 
50 Stata is the statistical program that I use to conduct this evaluation. 
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1,001. This group of projects includes 62 GAAPs and governance/anti-corruption strategies, 

indicating a loss of two treatment observations.  

3.3. Impact Evaluation Design 

 The World Bank does not have ratings for GAAPs or governance/anti-corruption 

strategies. However, the World Bank Group’s Independent Evaluation Group (IEG) rates each 

project after completion based on their respective outcomes (IEG, n.d.).51 As Girod and Tobin 

(n.d.) detail, there are many factors underpinning the integrity of these IEG ratings. This impact 

evaluation thus aims to compare the outcomes projects with GAAPs or governance/anti-

corruption strategies (i.e. the treatment) against control projects without these tools.  

The dependent variable for this analysis is the IEG project outcome rating 

(rsiegoutcome). There are six outcome ratings that IEG gives to projects: highly unsatisfactory 

(1), unsatisfactory (2), moderately unsatisfactory (3), moderately satisfactory (4), satisfactory 

(5), and highly satisfactory (6). For the purposes of numerical analysis, I have recoded the 

variables in my data set with the rating scale value given above. Given the need to run probit 

regressions and treatment models with dichotomous dependent variables, I have constructed a 

new, binary dependent variable (iegoutcome). For this variable, I have coded moderately 

satisfactory, satisfactory, and highly satisfactory as “1”; unsatisfactory ratings (highly 

unsatisfactory, unsatisfactory, and moderately unsatisfactory) have been coded as “0”; and I 

denote missing values by leaving the respective cells empty. I follow this strategy for all missing 

values in the data set to ensure no improper use by Stata. 

                                                 
51 Refer to Appendix 1 for a complete description of all IEG variables used in this study. 
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It was not possible to use an experimental design for this impact evaluation. The World 

Bank did not randomly assign which projects received GAAPs and governance/anti-corruption 

strategies. I thus employed a quasi-experimental design with propensity score matching. It 

allowed the analysis to closely mimic the properties of an experimental design, generate internal 

validity, and discern the causal impact between having a GAAP or governance/anti-corruption 

strategy (i.e. the treatment) and the IEG outcome ratings. Specifically, the propensity score 

matching method allowed me to avoid bias and identify comparable control and treatment groups 

based on their propensity scores of being treated. I generated these propensity scores on the basis 

of the covariates in my initial probit regression.  

3.4. Endogeneity and Threats to Internal Validity 

Endogeneity issues present a significant challenge for any analysis of GAAPs and 

governance/anti-corruption strategies. Not all projects financed by the World Bank are similar 

given that the institution finances projects in such a wide array of countries and sectors. 

Consequently, and given the existence of a priori non-randomly assigned control and treatment 

groups, the relevant threats to internal validity for this impact evaluation come in the form of 

multiple group threats.  I use Trochim (2006) to outline all potential threats. 

 Selection-History Threat. It is possible that other events or phenomena, not related to 

the existence/non-existence of a GAAP or governance/anti-corruption strategy, caused 

each individual project to have a successful or non-successful outcome. The history threat 

thus appears to be present for this analysis. 

 Selection-Maturation Threat. This threat to internal validity does not appear to be 

relevant in this study. The countries with GAAPs and governance/anti-corruption in their 
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projects cannot completely eliminate relevant governance and corruption risks during 

circa five years of project implementation timeline. 

 Selection-Testing Threat. This threat could be relevant, but it is not entirely clear. 

Countries with GAAPs or governance/anti-corruption strategies in their projects financed 

by the World Bank may learn how to better implement these tools as a result of having 

them in other projects. The opposite scenario is possible, too: countries with GAAPs or 

governance/anti-corruption strategies in other projects financed by the World Bank may 

become better at avoiding the relevant financial management, procurement, or demand-

side controls. Since both of these possibilities are plausible and the extent to which are 

they are is uncertain, it also plausible they more or less cancel each other out.  

 Selection-Instrumentation Threat. With the exception of Cambodia and a few other 

GAAPs, where the World Bank implemented the same GAAP across the entire portfolio 

of projects, not all GAAPs and governance/anti-corruption strategies are similar in 

composition. Consequently, the instrumentation threat appears to be present for this 

study. By the same token, not all projects present the same financial management, 

procurement, oversight, and demand-side governance challenges, so a one-size-fits-all 

instrument would be inappropriate. 

 Selection-Mortality Threat. This threat does not appear to be relevant in this study. To 

be sure, the World Bank does cancel some operations, some of which even due to 

corruption issues (e.g. World Bank, 2012h). However, these cases are extremely rare and 

not representative of the sample or population of projects financed by the World Bank 

with possible GAAPs and governance/anti-corruption strategies. 
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 Selection-Regression Threat. The regression threat is present for this study. The World 

Bank uses GAAPs and governance/anti-corruption strategies for high-risk projects in 

countries with high perceived corruption.  

 Other Endogeneity Constraints. The reasons underpinning the choice to use GAAPs 

and governance/anti-corruption strategies are often not publicly-disclosed, so I could not 

consistently and systematically account for them in my data set. Another relevant 

endogeneity constraint relates to the different timelines with which the World Bank 

decided to use GAAPs and governance/anti-corruption strategies after projects were 

approved.  

3.5. Mitigation of Endogeneity/Selection Bias Issues in Coding 

Against the above backdrop, I attempted to limit further selection bias in my data set.  

Not coding for instances in which the Bank added a GAAP or governance/anti-corruption 

strategy after Board approval constituted one of my measures to limit endogeneity—specifically, 

the history threat.  In some cases, the World Bank used GAAPs in projects under implementation 

that were generally on track to achieve their development objectives. Examples of the latter 

include a limited number of projects in countries such as India, Bangladesh, Pakistan, and 

Indonesia, for which the World Bank made GAAPs mandatory across entire country portfolios 

(World Bank, 2013e; Turkewitz, 2013). In all likelihood, though, the number of instances in 

which the World Bank has added GAAPs and governance/anti-corruption strategies to projects at 

risk of not meeting their development objectives is higher than the opposite scenario. The World 

Bank has used GAAPs in many projects following INT investigations, Detailed Implementation 

Reviews, and other instances in which corruption or lack of relevant controls puts relevant 

projects at risk. In addition, as World Bank (2003b, 2010a, 2014g) aver, designing GAAPs 
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together with its borrowers is essential for the World Bank to be able to ensure buy-in and proper 

implementation of the tools. It accordingly follows that having a GAAP or governance/anti-

corruption strategy instituted after project approval leaves the tool more prone to poorer 

implementation. On average, projects given a GAAP or governance/anti-corruption strategies 

after project approval are thus subject to more endogeneity than those with a GAAP or 

governance/anti-corruption strategy at the time of project approval.  

3.6. Justification for the Selection of Covariates in Probit Treatment Model 

 A number of criteria necessary for all impact evaluations with quasi-experimental designs 

using propensity score matching underpinned the selection of independent variables to estimate 

the average treatment effects. The first criterion related to the interchangeable terms of 

conditional independence, unconfoundedness, or selection on observables. According to this 

assumption, unobserved factors should not affect treatment assignment (Khandker, Koolwal, and 

Sammad, 2010: 53). Common support or “overlap in propensity scores across the participant and 

nonparticipant samples” constituted the second criterion (Khandker, Koolwal, and Sammad 

(2010: 53). In this respect, I tried to not overspecify model, as doing so would greatly increase 

the relevant variance and put the common support assumption at risk. Following Caliendo and 

Kopeinig (2008: 38), I selected variables based on their ability to explain both the treatment and 

the dependent variable, though neither in a deterministic manner. I was also careful to exclude 

outcome variables from the covariates in my treatment models, even despite the findings of Ika, 

Diallo, and Thuillier (2012).  

Following the above procedure involves two steps. First, I explain the choice of variables 

that I consider for the probit treatment model. Second, I explain which variables I keep for the 

probit treatment model.  
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3.6a. Step 1: Variables Considered for the Probit Treatment Model 

Below, I explain the choice of each variable that I consider for my probit treatment 

model, and I provide the definition of each variable in Appendix 2 to this chapter. 

 logcommit. As Denizer, Kaufmaan, and Kraay (2013) show, the logarithmic function of a 

project’s size or commitment amount impacts project outcomes. Given the significance of 

projects with higher commitment amounts to the World Bank, they are also theoretically 

more likely to have a GAAP or governance/anti-corruption strategy as a means to 

safeguard funds. 

 rgdpgrowth. As Denizer, Kaufman, and Kraay (2013) demonstrate, projects in countries 

with higher real GDP per capita growth rates are more likely to have successful 

outcomes. In terms of GAAP and governance/anti-corruption strategy allocation, 

Treisman (2000) shows that wealthier countries tend to have less corruption than other 

poorer countries. 

 rentspercentgdp. As Girod and Tobin (n.d.) show, countries obtaining a higher 

percentage of GDP from natural resource rents are less likely to comply with aid 

agreements. By extension, it is possible to extend this finding both to the likely impacts 

on project outcomes as well as the potential impacts of a GAAP or governance/anti-

corruption strategy. GAAPs and governance/anti-corruption strategies are extra forms of 

quasi-conditionality that the World Bank imposes upon its borrowers. Given the World 

Bank’s tendency to not always monitor GAAPs and governance/anti-corruption 

strategies, it is likely that they would not do so – or at least as much – in countries less 

interested in complying with aid agreements. A similar logic follows for outcomes: 
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countries less interested in complying with aid agreements are also theoretically less 

likely to have successful projects, as rated by IEG. 

 regiondummy (regionafr regionlac regionmna regioneca regioneap regionsar). I add 

regional dummy variables corresponding to the World Bank administrative region (Sub-

Saharan Africa, Middle East and North Africa, Latin American and the Caribbean, South 

Asia, East Asia and Pacific, and Europe and Central Asia) to check for fixed effects.  

 blendproj. Countries with many GAAPs, including Indonesia and India, are among the 

few countries that receive financing from both IBRD and IDA throughout the dataset. 

However, these are not the only countries to have GAAPs and governance/anti-corruption 

strategies in their projects, so including a blend project variable is not deterministic. A 

blend project variable indicates whether both IBRD and IDA are financing the respective 

project, which is also a signal the country is doing well enough economically to 

“graduate” from IDA. 

 blendcountry. A blend country variable indicates whether both IBRD and IDA have co-

financed a project in the data set. Countries with many GAAPs, including Indonesia and 

India, are among the few countries that receive financing from both IBRD and IDA 

throughout the dataset. However, these are not the only countries to have GAAPs and 

governance/anti-corruption strategies in their projects, so including a blend country 

variable is not deterministic. If both IBRD and IDA have financed projects in the country, 

it often means that the country is doing well economically, so I would venture that this 

variable is correlated with better project outcomes. 

 effectdelay. Effectiveness delays measure the time in months between project approval 

and loan signing. Bulman, Kolkma, and Kraay (2015) show that larger effectiveness 
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delays are associated with better outcomes. They suggest this finding may have 

something to do with borrowers taking more time to ensure that implementation 

arrangements are in place for project success. This same logic appears to apply to GAAPs 

and governance/anti-corruption strategies, particularly given that they tend to impose 

conditions on borrowers and that these conditions take extra time to complete. 

 difclosing. Bulman, Kolkma, and Kraay (2015) find that the difference in months 

between the initial and revised project closing dates is associated with less successful 

outcomes. They reason that the finding is logical because more complicated projects take 

longer to implement. With respect to treatment assignment, it is feasible that GAAPs and 

governance/anti-corruption strategies contribute to elongating the projects. 

 contcorr. A country’s perceived ability to control corruption certainly should impact 

treatment assignment. By the same token, it should be theoretically more difficult to 

obtain better project outcomes in projects with more corruption. 

 rulelaw/polstabnoviol/regqual/voiceacct. A country with less rule of law/political 

stability /regulatory quality/voice should theoretically be more prone to need a GAAP or 

governance/anti-corruption strategy. Similarly, it should theoretically be more difficult to 

obtain better project outcomes in countries with less rule of law/political stability 

/regulatory quality/voice. 

 fdipercentgdp. Mauro (1995) shows that countries with greater levels of corruption tend 

to receive less inflows of foreign direct investment (FDI). Following this logic, these 

countries should also be more prone to receive the treatment. As Girod and Tobin (n.d.) 

demonstrate, countries that receive higher FDI inflows tend to comply more with aid 
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agreements. Consequently, it is plausible that these countries would tend to comply more 

with the quasi-conditions contained in GAAPs. 

 afsuppl. Bulman, Kolkma, and Kraay (2015) find that additional financing projects are 

significantly correlated with project success. In terms of treatment assignment, additional 

financing and supplemental projects tend present less details in their appraisal documents, 

including details on whether they are continuing to use a GAAP or governance/anti-

corruption strategy from a parent project. Thus, being an additional financing or 

supplemental project should negatively impact the marginal probability of treatment 

assignment. In any case, note that Stata drops this variable from the outputs due to 

multicollinearity. The reason is that the World Bank does not record effectiveness delays, 

project preparation costs, project supervision costs, or project implementation time for 

additional financing, so the former variables capture variation in afsuppl.  

 logprepcost. As Denizer, Kaufmaan, and Kraay (2013) show, the logarithmic function of 

a project’s total preparation costs is correlated with project outcomes. With regard to 

potential treatment assignment, GAAPs and governance/anti-corruption strategies could 

cause the project to have higher preparation costs. 

 logspncost. As Denizer, Kaufmaan, and Kraay (2013) show, the logarithmic function of a 

project’s total preparation supervision cost is correlated with project outcomes. With 

regard to potential treatment assignment, GAAPs and governance/anti-corruption 

strategies could cause the project to have higher supervision costs. 

 difcomdisb. Bulman, Kolkma, and Kraay (2015) find that the difference between a 

project’s commitment and disbursement amounts, as expressed logarithmically, is 

correlated with project outcomes. The correlation probably signals the existence of a 
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problematic project, given that projects that do not fully disburse tend to have problems. 

In terms of treatment assignment, the World Bank assigns GAAPs and governance/anti-

corruption strategies to projects with higher risks, so there may be a relevant correlation 

at hand. 

 projimpltime. Bulman, Kolkma, and Kraay (2015) find that projects that take longer to 

implement, as expressed in months, tend to produce lower project outcome ratings. They 

reason that projects that do not follow their initial schedules tend to experience problems. 

In terms of treatment assignment, it is feasible that these projects would have GAAPs and 

governance/anti-corruption strategies, given that they impose more conditions on 

borrowers. 

 sectortr. While examining the list of World Bank Sector Boards, I noticed that the World 

Bank has a Sector Board for transportation projects. Transportation is a sector that is 

particularly prone to corruption, particularly due to the large contracts. By extension, I 

posit that the World Bank might be more prone to assign GAAPs and governance/anti-

corruption strategies to projects associated with the transportation sector board. In terms 

of significance with the outcome, I test for this separately below in the next step. 

3.6b. Step 2: Determining the Final Set of Variables for the Treatment Model 

 Not all of the above variables are equally correlated with project success or treatment 

assignment. I thus test each of the independent variables one-by-one for significance with both 

the treatment and the outcome. For dummies and non-dummy variables, I test for significance by 

means of a probit regression. For dummy variables, I additionally test for significance by means 

of a linear regression, using the rating scale version of the IEG outcome variable (rsiegoutcome). 

I chose this strategy for the dummy variables because the primary treatment and outcome 
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variables are dummies themselves, and I wanted to control for potential functional form 

misspecification. 

 Even if the above variables are not significant, say, at the 10% level for both the outcome 

variable and treatment assignment, propensity score matching models need some randomness to 

properly identify treatment and control group participants. For this reason, there is some room to 

include important theoretical variables even if they are not significant. In addition, 

overspecifying the model is only a problem if it results in significant violation of the common 

support criterion due to increased variance from the additional variables (Caliendo and Kopeinig, 

2008).  

3.7. Balance Test Design and Indicative Linear Regression 

 The World Bank uses GAAPs and governance/anti-corruption strategies in some of the 

riskiest projects, and these properties of GAAPs and governance/anti-corruption strategies make 

them prone to significant selection-regression threats to internal validity. One way to confirm 

that these threats to internal validity exist is by performing a balance test before conducting the 

impact evaluation. The balance test generates a ttest means comparison test between the treated 

and untreated groups for each respective variable, which allows for examining of biases and 

significance levels between the two groups. 

 There is also utility in estimating a linear regression with the IEG outcomes variables as 

the dependent variables in their rating scale forms and the treatment (i.e. GAAP or 

governance/anti-corruption strategy dummy) as the independent variable. This regression shows 

that there is no association between a having a GAAP or governance/anti-corruption strategy and 

project outcomes. By extension, these regressions prove two points. First, they demonstrate the 
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potential for selection bias. Second, they show that GAAPs and governance/anti-corruption are 

not panaceas to improving all project outcomes. 

3.8. Initial Probit Regression and Propensity Score Prediction  

 Before estimating the average treatment effects of the GAAPs and governance/anti-

corruption strategies, I run an initial probit regression and predict the propensity scores for the 

treatment and control groups. The initial probit regression helps with checking and winnowing 

down the independent variables in the probit treatment model, thereby mitigating potential 

variance issues related to potential overspecification of the model. The propensity scores predict 

the likelihood of a project having a GAAP or governance/anti-corruption strategy based on the 

same list of covariates in the initial probit regression. 

3.9. Estimation of Average Treatment Effects 

 The final step in the impact evaluation is to generate the average treatment effects using a 

probit treatment model. I do so using the relatively new teffects psmatch command in Stata. The 

advantage of this new command is that, all things equal, it produces accurate standard errors. By 

contrast, with the previous user-generated command, psmatch2, users needed to generate 

standard errors outside the command (Social Science Computing Cooperative, 2015) 

3.10. Robustness Tests 

 There are two principal assumptions to test in impact evaluations using propensity score 

matching: common support and unfoundedness. For the common support assumption, the teffects 

psmatch command in Stata automatically specifies a default, threshold propensity score of 

0.00001. If observations have a propensity to receive the treatment of lower than this propensity 

score, Stata automatically produces an error, specifying how many observations do not meet this 
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common support criterion. When discussing the relevance of a failed common support 

assumption, Caliendo and Kopeinig (2008) cite Bryson, Dorsett, and Purdon (2002). The latter 

assert that as long as the proportion of common support failure is small, then it is acceptable to 

proceed and estimate the average treatment effects. Some authors even argue that weighing or 

altering the caliper52 of some observations is an acceptable means to meet the common support 

criterion. Consequently, there is no consensus in the literature about a maximum threshold for a 

common support failure. Regardless, economists and political scientists often produce kernel 

density graphs of the distributions of the treatment and control groups to show the overlap in 

distributions or common support (e.g., Labonne and Chase, 2011). I follow the same strategy for 

this analysis. In addition, I do not weigh any observations, alter the calipers, or attempt any such 

measures for this analysis. 

 With regard to unconfoundedness, it is not possible to test this assumption directly – in 

the same way that it is impossible to directly test for omitted variable bias in linear regressions. 

Nevertheless, it is possible to indirectly test for the impact of potential unconfoundedness in 

probit treatment models through sensitivity bounds analysis. I thus follow this strategy by 

mimicking Becker and Caliendo (2007), employing their user-generated mhbounds command in 

Stata. It estimates the Mantel-Haenszel statistics for different Γ values of hidden bias or 

observational heterogeneity. The command does so by generating p values to indicate the 

potential for overestimation and underestimation of the average treatment effects for a spectrum 

of potential heterogeneity. A Γ value of 1 assumes no heterogeneity, whereas a Γ value of 2 

indicates significant heterogeneity. Although it is difficult to ascertain with certainty about the 

true extent of hidden bias in the estimation of average treatment effects for assigning GAAPs and 

                                                 
52 By caliper, I am referring to the maximum distance between observations as an underlying assumption 
underpinning the integrity of the model 
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governance/anti-corruption strategies, these statistics are helpful. For example, if the p values 

associated with overestimating and underestimating the treatment effects are insignificant even 

in the presence of high heterogeneity, then the estimations would be appear to be precise. 

3.11. GAC is Everyone’s Business 

 There are many practitioners within the international development community who 

believe that it is more effective to integrate GAC considerations into projects, as opposed to 

treating GAC issues on their own. The World Bank currently performs governance-related 

assessments in all of its projects through the SORT and previously did so through the ORAF. 

The coding of GAAPs presents an opportunity to test the hypothesis of these practitioners, which 

many refer to “GAC is everyone’s business”— or in the case of poor implementation, “GAC is 

no one’s business” (Kunicová, 2013). 

 To test the GAC is everyone’s business hypothesis, I numerically compared the project 

outcomes coded with governance-related themes against the projects with GAAPs and 

governance/anti-corruption strategies. The World Bank codes all of its projects with a maximum 

of five theme codes, corresponding to the primary objective(s) of each respective project. 

Mimicking IEG (2011:6), I choose the following list of governance-related themes: (25) 

Administrative and civil service reform; (26) Decentralization; (27) Public expenditure, financial 

management, and procurement; (28) Tax policy and administration; (29) Other 

accountability/anticorruption; (30) Other public sector governance; (90) Managing for 

development results; (31) Access to law and justice; (32) Judicial and other dispute resolution 

mechanisms; (33) Law reform; (34) Legal institutions for a market economy; (36) Personal and 

property rights; (40) Regulation and competition policy; (57) Participation and civic 

engagement; and (73) Municipal governance and institution building. 
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 At least as of this writing, I cannot discern an acceptable method to undertake a cross-

impact evaluation with causal implications to compare projects with governance-related themes 

and projects with GAAPs or governance/anti-corruption strategies. It is possible to roughly 

estimate the propensity of having a GAAP or governance/anti-corruption strategy. However, it is 

more difficult to develop a model to explain the choice of the above governance-related themes 

in projects. Perhaps one could so by analyzing project-level risk frameworks, such as ORAFs 

and SORTs. By analyzing World Bank Country Assistance Strategies it would be possible to 

make a rather precise estimate, but doing so might violate a necessary assumption governing 

impact evaluations using propensity score matching. Deterministic variables with close to one-

to-one relationships skew the precision of these impact evaluations (Caliendo and Kopeinig, 

2008). Thus, the best data I can present are the non-causal figures in Figure 1 below for 

discussion but no conclusions.  
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Figure 1. GAC is Everyone's Business vs. GAAPs and Governance/Anti-Corruption Strategies (No Causal Conclusions) 

 

3.12. Additional Qualitative Methods 

 Besides the coding, which is formally a qualitative method, this thesis incorporates 

findings from interviews with Task Team Leaders and World Bank governance/corruption 

experts. As I explain in the next section, qualitative methods did not form a major part of this 

study, primarily due to time constraints and the nature of the impact evaluation. 
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Average IEG Outcome Ratings for Investment Projects 

from World Bank Fiscal Years 2001‐2014 with 

Governance‐Related Themes as well as GAAPs and 
Governance/Anti‐Corruption Strategies
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3.13. Other Research Strategies Considered and Avenues for Future Research 

 Initially, I set out with the idea to disaggregate GAAPs by their parts and determine best 

practices in GAAP design and implementation. With this goal in mind, I designed a 

questionnaire and some questions for semi-structured interviews. Time was a major factor in my 

decision not to continue with this strategy. It took around 250 hours just to code the relevant 

appraisal projects with GAAPs and governance/anti-corruption strategies. Administering the 

questionnaire and disaggregating these tools by their parts would have required around another 

200-300 hours. Now that I have constructed the data set of GAAPs and governance/anti-

corruption strategies, I can undertake such a follow-up analysis in another study of GAAPs and 

governance/anti-corruption strategies. There are many different applicable paths for a follow-up 

analysis, too. For instance, I could calculate the impact of strongly-designed GAAPs as opposed 

to poorly-designed ones, and I could follow the insights of nested analysis to best combine the 

relevant quantitative and qualitative methods (Lieberman, 2005) 

 One variable that I do not consider in the present analysis is strategic country relevance—

that is, the extent to which a country receiving the respective project-level financing is an 

important partner for a large donor country. To analyze official donor status, one could examine 

Schedule A on subscriptions in the IBRD Articles of Agreement or sums contributed to IDA 

replenishments, but the informal and true influence of donors is complex (Kilby, 2009; Bearce 

and Tirone, 2010; Wright and Winters, 2010; World Bank, 2012a). A recent study attempts to 

discern donor status and its influence on borrower compliance by means of generating variables 

reflecting a donor’s previous colonies and overlap in UN voting records (Girod and Tobin, n.d.). 

Kilby (2013a,b) puts forth a more limiting view, arguing that only the influence of the United 

States is significant. Regardless of exactly how one estimates donor influence in World Bank 
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lending, there is consensus in the literature that it appears to be present in one form or another, 

impacting project outcomes. For an impact evaluation of GAAPs and governance/anti-corruption 

strategies using propensity score matching, strategic country importance would thus be a relevant 

variable if it would be possible to link it to treatment assignment as well. That is where the 

relationship is unclear. To meet this condition, it is necessary to prove that strategic country 

status makes countries prone to less evaluations or conditionalities to mitigate corruption, such as 

those in a GAAP. A wide variety of countries, including ones where the United States has 

invested considerable sums of money (e.g. Afghanistan and Pakistan), have projects with 

GAAPs and governance/anti-corruption strategies. My hypothesis is thus that the strategic 

country relevance to large donors has no bearing on treatment assignment, but the matter still 

warrants further investigation. 

 A final area for potential future research regards borrowing country willingness to use 

GAAPs as a means of tying their hands because it cannot credibly enforce corruption otherwise. 

In his seminal article, Fearon (1997:70) defines tying hands in the context of foreign policy in 

the following way:  

“Tying hands means taking an action that increases the costs of backing down if the 

would-be challenger actually challenges but otherwise entails no costs if no challenge 

materializes. Tying-hands signals typically appear as public statements of intent by state 

leaders to the effect that national prestige is on the line in that case of x, y, or z. That is, a 

tying-hands signal typically works by creating audience costs that the leadership would 

suffer due to the reaction of domestic political audiences to a perceived failure in the 

management of foreign policy.” 
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Although Fearon (1997) asserts that audience costs53 are unique to democracies, Weeks (2008) 

argues that they are relevant in autocracies as well. The tying hands hypothesis could thus be 

relevant for all of the World Bank’s borrowing countries in the case of corruption, and the issue 

may warrant further research. The only question pertains to how to do so. Likely, the only way to 

discern whether project implementation agency staff and their superiors, who are often political 

appointees, accept GAAPs as a way to tie their hands on corruption is through interviews. Since 

corruption is such a delicate topic and is prone to underreporting, it would be difficult to gain an 

accurate conception of whether the phenomenon exists (Kraay and Murrell, 2013). 

3.14. Concluding Remarks on Research Design 

This chapter demonstrates that very careful research design is a critical ingredient to the 

study of GAAPs and governance/anti-corruption strategies. Selection bias perhaps presents the 

study’s most significant challenge, but it is not the only one. In fact, the challenges begin with 

making informed judgment calls in my review of more than 3,200 documents while constructing 

the data set. Similarly, finding a set of variables that satisfy the myriad conditions underpinning 

the integrity of impact evaluations with quasi-experimental designs using propensity score 

matching is a major task. Without a doubt, some observers may object to my decisions to include 

some variables and/or leave out some others in my models. In these types of impact evaluations 

without a priori random assignment of treatment and control variables, there is often room for 

debate in many areas, and I expect that this study will not pose an exception to this maxim.  In 

any case, I follow the commonly accepted strategies in the literature for conducting this type of 

impact evaluation. 

                                                 
53 In a footnote, Fearon (1997:70) adds: “I think of audience costs as referring chiefly to costs imposed by a leader's 
domestic audience, although one can extend the concept to cover foreign audiences (international reputational costs) 
as well.” 
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Some econometricians may even question the use of propensity score matching, but a 

linear regression model is ostensibly inappropriate. Potentially, a regression discontinuity design 

could be a useful alternative method given the jump in the number of GAAPs and 

governance/anti-corruption strategies between fiscal years 2006 and 2007. To conduct such an 

analysis, though, it is necessary to discern what caused the jump. Although the 2007 GAC 

Strategy called for increased use of GAAPs and governance/anti-corruption strategies, it would 

be difficult to attribute this document as the sole cause of the jump. The date of this document is 

March 21, 2007, already toward the end of fiscal year 200754 (World Bank, 2007). The 

Governance Partnership Facility (GPF) trust fund only became operational in 2008, too (World 

Bank, 2014i). The Paris Declaration on Aid Effectiveness, which took place in 2005, thus seems 

to be a relevant contributor as well (OECD, 2008). Estimating the causal treatment effects with 

multiple assignment variables with regression discontinuity designs is theoretically feasible, but 

the procedure complicates potential external validity (Papay, Willette, and Murnane, 2011). 

Therefore, propensity score matching appears to be more appropriate than regression 

discontinuity given the objective of this study. 

It may be feasible to conduct a different but related analysis using the differences in 

differences method. However, it would be necessary to limit the analysis to Indonesia. It is the 

only country to consistently implement GAAPs and governance/anti-corruption strategies after a 

respective cut-off date, which is a precondition for a differences in differences analysis (Angrist 

and Pischke, 2009). Providing that the average project rating differs before and after the use 

consistent use of GAAPs and governance/anti-corruption strategies, I plan on undertaking such a 

study in the near future. Regardless, the difference in difference methods is only applicable on a 

                                                 
54 Each fiscal year at the World Bank ends on June 30th. 
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much smaller scale than the propensity score matching used in this study. Consequently, the 

potential for external validity in the current study is much higher. 

While first conducting the empirical investigation for this study, I calculated the average 

treatment effects of IEG’s disaggregated outcome variables: World Bank Performance; World 

Bank Quality at Entry; World Bank Supervision; Borrower Performance; Borrower Compliance; 

Risk to Development Outcome; and Monitoring and Evaluation Quality.55 Some of these 

variables even yielded significant results in their respective probit treatment models. After 

further thought, although these variables represent disaggregated outcomes, they still require 

their own, unique identification strategies to have any kind of validity. As confirmation, Girod 

and Tobin (n.d.) wrote a whole article just explaining the determinants of borrowing country 

compliance with aid agreements. Against the above backdrop, I excluded the analysis of these 

disaggregated variables in this thesis, though I plan to examine them in further detail at a later 

time. 

As a new area of academic study, GAAPs and governance/anti-corruption strategies 

present a wealth of potential research opportunities. In particular, I would like to discern a 

method for conducting a cross-impact evaluation of the “GAC is everyone’s business” approach. 

Perhaps other scholars and policy experts can suggest additional directions. 

Appendix 1. Definitions and Reclassifications of IEG Variables  

 Outcome (rsiegoutcome) measures “the extent to which the operation's major relevant 

objectives were achieved, or are expected to be achieved, efficiently.” A project’s 

potential outcome ratings include: Highly Satisfactory (6), Satisfactory (5), Moderately 

                                                 
55 See Appendix 1 to this chapter for definitions of these variables and how I initially deconstructed them. 
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Satisfactory (4), Moderately Unsatisfactory (3), Unsatisfactory (2), and Highly 

Unsatisfactory (1). To create a binary dependent variable (iegsuccess) indicating whether 

the outcome was satisfactory (coded as “1), I coded ratings 4-6 as “satisfactory” and 

ratings 1-3 as “unsatisfactory” (coded as “0”). 

 Risk to Development Outcome (rsiegriskdo) measures “the risk, at the time of 

evaluation, that development outcomes (or expected outcomes) will not be maintained (or 

realized).” A project’s potential Risk to Development Outcome rating can be: Negligible 

to Low (1), Low (2), Moderate (3), Significant (4), and High (5). The fact that there are 5 

values for this variable as opposed to 4 or 6 complicates its disaggregation into a binary 

dependent variable (iegriskdo). However, in IEG (n.d.) there are only 4 potential 

classifications; “Low (2)” appears to have been discontinued. In this light, I group values 

1-3 together and values 4-5 together, assigning “1” to values 4-5 and “0” to values 1-3. 

 World Bank Quality at Entry (rsiegbankqualentry) “refers to the extent to which the 

Bank identified, facilitated preparation of, and appraised the operation such that it was 

most likely to achieve planned development outcomes and was consistent with the 

Bank’s fiduciary role.” A project’s World Bank potential quality at entry ratings include: 

Highly Satisfactory (6), Satisfactory (5), Moderately Satisfactory (4), Moderately 

Unsatisfactory (3), Unsatisfactory (2), and Highly Unsatisfactory (1). To create a binary 

dependent variable (iegbankqualentry) indicating World Bank quality at entry was 

satisfactory (coded as “1), I coded ratings 4-6 as “satisfactory” and ratings 1-3 as 

“unsatisfactory” (coded as “0”). 

 World Bank Quality of Supervision (rsiegbankspn) “refers to the extent to which the 

Bank proactively identified and resolved threats to the achievement of relevant 
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development outcomes and the Bank’s fiduciary role”. A project’s potential World Bank 

supervision ratings include: Highly Satisfactory (6), Satisfactory (5), Moderately 

Satisfactory (4), Moderately Unsatisfactory (3), Unsatisfactory (2), and Highly 

Unsatisfactory (1). To create a binary dependent variable (iegbankspn) indicating 

whether World Bank supervision was satisfactory (coded as “1), I coded ratings 4-6 as 

“satisfactory” and ratings 1-3 as “unsatisfactory” (coded as “0”). 

 World Bank Performance (rsiegbankperf) “is based on the ratings for ensuring quality 

at entry and the quality of supervision.” A project’s potential World Bank performance 

ratings include: Highly Satisfactory (6), Satisfactory (5), Moderately Satisfactory (4), 

Moderately Unsatisfactory (3), Unsatisfactory (2), and Highly Unsatisfactory (1). To 

create a binary dependent variable (iegbankperf) indicating whether World Bank 

performance was satisfactory (coded as “1), I coded ratings 4-6 as “satisfactory” and 

ratings 1-3 as “unsatisfactory” (coded as “0”). 

 Borrower Compliance (rsiegborrcompl) measures compliance with covenants and 

agreements. A project’s potential Borrower compliance ratings include: Highly 

Satisfactory (6), Satisfactory (5), Moderately Satisfactory (4), Moderately Unsatisfactory 

(3), Unsatisfactory (2), and Highly Unsatisfactory (1). To create a binary dependent 

variable (iegborrcompl) indicating whether Borrower compliance was satisfactory (coded 

as “1), I coded ratings 4-6 as “satisfactory” and ratings 1-3 as “unsatisfactory” (coded as 

“0”). 

 Borrower Implementation (rsiegimpl) “is based on the implementation agency or 

agencies’ performance”. A project’s potential Borrower implementation ratings include: 

Highly Satisfactory (6), Satisfactory (5), Moderately Satisfactory (4), Moderately 
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Unsatisfactory (3), Unsatisfactory (2), and Highly Unsatisfactory (1). To create a binary 

dependent variable (iegborrimpl) indicating whether Borrower implementation was 

satisfactory (coded as “1), I coded ratings 4-6 as “satisfactory” and ratings 1-3 as 

“unsatisfactory” (coded as “0”). 

 Borrower Performance (rsiegborrperf) “is based on the ratings for government 

performance and implementing agency or agencies’ performance.” A project’s potential 

Borrower performance ratings include: Highly Satisfactory (6), Satisfactory (5), 

Moderately Satisfactory (4), Moderately Unsatisfactory (3), Unsatisfactory (2), and 

Highly Unsatisfactory (1). To create a binary dependent variable (iegborrperf) indicating 

whether Borrower performance was satisfactory (coded as “1), I coded ratings 4-6 as 

“satisfactory” and ratings 1-3 as “unsatisfactory” (coded as “0”). 

 Monitoring and Evaluation (M&E) Quality (rsiegqual) refers to the “adequacy of 

monitoring and evaluation arrangements, including the utilization of M&E data in 

decision-making and resource allocation.” There are four potential ratings for M&E 

quality: High (4), Substantial (3), Moderate (2), and Low (1). To create a binary 

dependent variable (iegmequal) for M&E quality, I group values 3-4 together (coded as 

“1) and values 1-2 together (coded as “0).  

Appendix 2. Description of All Variables in the Data Set 

 af – dummy indicating if project is additional financing project 

 afsuppl – dummy indicating whether project is addditional financing or supplemental 

project 

 blendproj – dummy indicating that the project is financed by IBRD and IDA 
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 blendcountry – dummy indicating that the respective for which the projects is being 

financed has received financing from both IBRD and IDA 

 commit – project commitment amount in $US  

 contcorr – “reflects perceptions of the extent to which public power is exercised for 

private gain, including both petty and grand forms of corruption, as well as "capture" of 

the state by elites and private interests”. I provide the point estimate, which “ranges from 

approximately -2.5 (weak) to 2.5 (strong) governance performance” (Kaufmann, Kraay 

and Mastruzzi, 2013). For all variables from the Worldwide Governance Indicators, I 

ensure that the relevant rating is matched to the relevant calendar year to avoid 

heteroscedasticity by using the reshape command in Stata. 

 cy – calendar year of project approval 

 difclosing – time lapse in days between original and revised project closing dates, if 

applicable 

 effectdelay – time lapse in days between project approval and effectiveness dates 

 fdipercentgdp – country’s share of GDP from FDI inflows. For all of these variables 

from the World Bank’s World Development Indicators, I ensure the relevant $US dollar 

amount is matched to the relevant calendar year of project approval to avoid 

heteroscedasticity by using the reshape command in Stata. 

 fy – fiscal year of project approval 

 gaap – indicating the project has a GAAP 

 gaapstrat – indicating the project has either a GAAP or governance/anti-corruption 

strategy 
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 gdp – GDP per capita for a relevant country, with each respective value for each calendar 

deflated to constant 2005 $US. For all of these variables from the World Bank’s World 

Development Indicators, I ensure the relevant $US dollar amount is matched to the 

relevant calendar year of project approval to avoid heteroscedasticity by using the 

reshape command in Stata. 

 gdpgrowth – real GDP growth rate for a relevant country, with each respective value 

corresponding to the calendar year of project approval. This variable also comes from the 

World Development Indicators, and I ensure proper calendar year match by using the 

reshape command in Stata. 

 govteffect – “reflects perceptions of the quality of public services, the quality of the civil 

service and the degree of its independence from political pressures, the quality of policy 

formulation and implementation, and the credibility of the government's commitment to 

such policies.” I provide the point estimate, which “ranges from approximately -2.5 

(weak) to 2.5 (strong) governance performance” (Kaufmann, Kraay and Mastruzzi, 

2013). For all variables from the Worldwide Governance Indicators, I ensure that the 

relevant rating is matched to the relevant calendar year to avoid heteroscedasticity by 

using the reshape command in Stata. 

 govreltheme – project coded with a governance related-theme code. According to IEG 

(2011: 6), World Bank governance-related theme codes include: (25) Administrative and 

civil service reform; (26) Decentralization; (27) Public expenditure, financial 

management, and procurement; (28) Tax policy and administration; (29) Other 

accountability/anticorruption; (30) Other public sector governance; (90) Managing for 

development results; (31) Access to law and justice; (32) Judicial and other dispute 
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resolution mechanisms; (33) Law reform; (34) Legal institutions for a market economy; 

(36) Personal and property rights; (40) Regulation and competition policy; (57) 

Participation and civic engagement; and (73) Municipal governance and institution 

building. 

 govrelthememinusgaapstrat – project coded with a governance related-theme code, 

excluding projects with GAAPs or governance/anti-corruption strategies. According to 

IEG (2011: 6), World Bank governance-related theme codes include: (25) Administrative 

and civil service reform; (26) Decentralization; (27) Public expenditure, financial 

management, and procurement; (28) Tax policy and administration; (29) Other 

accountability/anticorruption; (30) Other public sector governance; (90) Managing for 

development results; (31) Access to law and justice; (32) Judicial and other dispute 

resolution mechanisms; (33) Law reform; (34) Legal institutions for a market economy; 

(36) Personal and property rights; (40) Regulation and competition policy; (57) 

Participation and civic engagement; and (73) Municipal governance and institution 

building. 

 guarantee – dummy indicating that the investment project under the IBRD/IDA (PE) 

product line is a guarantee project 

 ibrd – dummy indicating whether the project is financed by IBRD 

 ibrdcommit – IBRD commitment amount of project in $US 

 ida – dummy indicating whether the project is financed by IDA 

 idacommit – IDA commitment amount of project in $US 

 iegbankperf – dummy indicating successful quality of the World Bank project 

performance  
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 iegbankqualentry – dummy indicating successful quality of the project at entry from the 

World Bank 

 iegbankspn – dummy indicating successful quality of World Bank project supervision 

 iegborrcompl – dummy indicating successful quality of Borrower compliance 

 iegborrimpl – dummy indicating successful quality of Borrower implementation 

 iegborrperf – dummy indicating successful quality of Borrower performance 

 iegmequal – dummy indicating successful quality of project monitoring and evaluation 

 iegriskdo – dummy indicating presence of risk to development outcome 

 iegsuccess – dummy indicating successful quality of development outcome 

 polstabnoviol – “reflects perceptions of the likelihood that the government will be 

destabilized or overthrown by unconstitutional or violent means, including politically-

motivated violence and terrorism.” I take the point estimate, which “ranges from 

approximately -2.5 (weak) to 2.5 (strong) governance performance (Kaufmann, Kraay 

and Mastruzzi, 2013). For all variables from the Worldwide Governance Indicators, I 

ensure that the relevant rating is matched to the relevant calendar year to avoid 

heteroscedasticity by using the reshape command in Stata. 

 projid – unique identified corresponding to the project identification number of the 

relevant project 

 projimpltime – number of days from effectiveness to project closing date, reflecting the 

length of implementation time 

 region – World Bank administrative region of the country receiving financing by the 

respective project 
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 regqual – “reflects perceptions of the ability of the government to formulate and 

implement sound policies and regulations that permit and promote private sector 

development.” I take the point estimate, which “ranges from approximately -2.5 (weak) 

to 2.5 (strong) governance performance (Kaufmann, Kraay and Mastruzzi, 2013). For all 

variables from the Worldwide Governance Indicators, I ensure that the relevant rating is 

matched to the relevant calendar year to avoid heteroscedasticity by using the reshape 

command in Stata. 

 rentspercentgdp – country share of GDP from natural resources. For all of these variables 

from the World Bank’s World Development Indicators, I ensure the relevant $US dollar 

amount is matched to the relevant calendar year of project approval to avoid 

heteroscedasticity by using the reshape command in Stata. 

 rsiegbankperf – rating scale value indicating quality of the World Bank performance in 

respective project 

 rsiegbankqualentry – rating scale value indicating quality of the project at entry in 

respective project 

 rsiegbankspn – rating scale value indicating quality of World Bank project supervision in 

respective project 

 rsiegborrcompl – rating scale value indicating quality of Borrower compliance in 

respective project 

 rsiegborrimpl – rating scale value indicating quality of Borrower implementation in 

respective project 

 rsiegborrperf – rating scale value indicating quality of Borrower performance in 

respective project 
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 rsiegmequal – rating scale value indicating quality of monitoring and evaluation in 

respective project 

 rsiegriskdo – rating scale value indicating presence of risk to development outcome in 

respective project 

 rsiegoutcome – rating scale value indicating quality of project outcome 

 rulelaw – “reflects perceptions of the extent to which agents have confidence in and 

abide by the rules of society, and in particular the quality of contract enforcement, 

property rights, the police, and the courts, as well as the likelihood of crime and 

violence.” I provide the point estimate, which “ranges from approximately -2.5 (weak) to 

2.5 (strong) governance performance” (Kaufmann, Kraay and Mastruzzi, 2013). For all 

variables from the Worldwide Governance Indicators, I ensure that the relevant rating is 

matched to the relevant calendar year to avoid heteroscedasticity by using the reshape 

command in Stata. 

 sectorboard – indicating the sectorboard of the relevant project 

 stratonly – dummy indicating that the project has a governance/anti-corruption strategy 

 treatment – indicating that the project has either a GAAP or governance/anti-corruption 

strategy 

 voiceacct – “reflects perceptions of the extent to which a country's citizens are able to 

participate in selecting their government, as well as freedom of expression, freedom of 

association, and a free media.” I provide the point estimate, which “ranges from 

approximately -2.5 (weak) to 2.5 (strong) governance performance” (Kaufmann, Kraay 

and Mastruzzi, 2013). For all variables from the Worldwide Governance Indicators, I 
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ensure that the relevant rating is matched to the relevant calendar year to avoid 

heteroscedasticity by using the reshape command in Stata. 
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CHAPTER 4. DATA ANALYSIS 

4.1. Chapter Structure 

 This chapter presents the data analysis necessary for the impact evaluation. Section 4.2 

begins by describing the results of an unbalanced linear regression. This regression and the 

balance test in Section 4.3 showcase the extent of the selection bias inherent to GAAPs and 

governance/anti-corruption strategies. Before assigning propensity scores to control for the 

selection bias in Section 4.5, I test the statistical significance of the theoretically important 

variables56 in Section 4.4. The latter step helps limit variance and ensure common support. In 

Section 4.6, I then test for common support, which is a necessary precondition for the 

preliminary results that I explain in Section 4.7 to hold. To check the robustness of the results, in 

Section 4.8 I perform sensitivity bounds analysis. Section 4.9 describes the final results, and I 

candidly highlight potential limitations relevant to interpreting the results in Section 4.10. The 

final section synthesizes the findings and draws some conclusions.  

4.2. Visualizing Selection Bias through an Unbalanced Regression 

 To understand of the extent of the selection bias and why it is necessary to undertake a 

assign propensity scores to the projects, it is useful to examine an unbalanced linear regression of 

all of the IEG outcome variables on gaapstrat (i.e. the treatment). In other terms, we need to 

ascertain whether having GAAPs or governance/anti-corruption strategies is associated with 

higher project outcome ratings without any balancing. As one can see, the results in Table 8 

results are insignificant at the 1%, 5%, or 10% significance levels, as denoted by the 

corresponding p values of the independent variable. So, we cannot state with any form of 

                                                 
56 See Chapter 3. 
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certainty that projects with GAAPs or governance/anti-corruption strategies perform better than 

the whole sample of projects.  

Table 8. An Unbalanced Regression 

VARIABLE  rsiegoutcome 

     

treatment  0.0724 

(0.128) 

constant  3.879*** 

(0.0300) 

Observations  1,138 

R‐squared  0.000 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

4.3. Balance Test 

 The balance test confirms that there are large biases between the mean values of the 

respective variables in the treatment and control groups. For instance, in logcommit, a respective 

project’s commitment amount expressed in a logarithmic form, there is an 83.1% bias. 

Essentially, projects with GAAPs or governance/anti-corruption strategies are more 83.1% more 

likely to have a higher commitment amount than projects in a comparable control group. This 

result is sensible: it is logical that the World Bank would put extra procurement, financial 

management, oversight, and demand-side governance controls in projects with higher 

commitment amounts.  

Polstabnoviol, a variable expressing the likelihood that the “government will be 

destabilized or overthrown by unconstitutional or violent means, including politically-motivated 

violence and terrorism”, also has a bias of -60.5%. In this case, it means that projects with 

GAAPs or governance/anti-corruption strategies are 60.5% less likely to be for a country that is 

politically stable and non-violent as compared to control group projects. It follows that the World 
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Bank would need to place measures in projects for less stable countries, so this result is also 

logical. 

Table 9. Balance Test 

   Mean  Bias  t‐test  V(T) / 

Variables  Treated  Control   %  T  p>|t|  V(C) 

logcommit  4.5066  3.4878  83.1  14.340  0.000  0.89 

effectdelay  5.55781  5.5545  0.5  0.090  0.931  0.91 

logprepcost  5.8067  5.4061  39.1  6.420  0.000  0.67 

logspncost  6.2062  6.2508  ‐4.2  ‐0.700  0.486  0.88 

logdifcombdis  3.5018  1.467  95.4  13.060  0.000  0.81* 

rentspercentgdp  11.432  11.168  2.1  0.350  0.727  0.73* 

fdipercentgdp  3.9292  4.5245  ‐8.7  ‐1.810  0.071  2.27* 

contcorr  ‐0.76181  ‐0.55622  ‐51.6  ‐7.860  0.000  0.36* 

loggdp  6.1651  1.6891  13.3  2.040  0.041  0.43* 

rgdpgrowth  0.42149  5.8684  7.9  1.230  0.000  0.44* 

blendcountry  10.169  0.16083  59.8  11.800  0.001  . 

difclosing  ‐0.54385  16.455  ‐36.5  ‐6.040  0.000  0.69* 

goveffect  ‐1.0593  ‐0.44996  ‐19.9  ‐3.350  0.155  0.76* 

polstabnoviol  ‐0.38572  ‐0.59891  ‐60.5  ‐10.220  0.000  0.79* 

voiceacct  ‐0.56918  ‐0.44167  8.5  1.420  0.155  0.75* 

rulelaw  ‐0.66044  ‐0.57094  ‐18.6  ‐3.080  0.002  0.70* 

regqual  62.007  ‐0.39769  ‐37.4  ‐5.890  0.000  0.48* 

projimpltime  62.007  60.154  5.8  0.096  0.336  0.68* 

* if variance ratio outside [0.81; 1.23] 

Pseudo R2  Mean Bias  Median Bias 
% 

Variance 

0.363  30.7  19.3  82 

 

In addition to expressing the biases of variables explaining IEG project success, the 

balance test provides a ttest means comparison and corresponding p value. The ttest allows us to 

distinguish whether the two means are different, with the null hypothesis being that the means of 

the treated and control groups are the same. As one can see in Table 9, the majority of the means 

of the variables are statistically significant at the 1%, 5%, or 10% levels. We can thus conclude 
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that there are not only biases between the means of the variables in the treatment and control 

groups but also that the respective means are statistically different from one another. 

4.4. Testing for Covariate Significance 

 To ensure that my estimates are not biased, I perform some relevant statistical 

significance tests for each variable. Specifically, I test for individual significance with both the 

IEG outcome variable and the treatment variable. Due to the availability of treatment data for the 

population, I test for significance with both the sample (i.e. projects with IEG evaluations) and 

the whole population (i.e. all investment projects approved from fiscal years 2001-2014). For the 

outcome variable, I can only test for the sample but have the luxury of being able to double-

check dummy variables for potential functional form mispecification by means of converting the 

outcome into its rating scale form (rsiegoutcome) and running linear regressions. I run probit 

models to be consistent with the treatment model for all of the variables, including the dummies 

(see Table 10). 

 Five variables are significant with iegoutcome at the 1% or 5% levels: logcommit (project 

commitment expressed logarithmically); effectdelay (effectiveness delays expressed in months); 

logprepcost (project preparation costs expressed logarithmically); blendcountry (dummy for 

country that received financing from both IBRD and IDA); logspncost (project supervision cost 

expressed logarithmically); sectortr (dummy for project assigned to transportation sector board); 

and logdifcomdisb (difference between commitments and disbursements expressed 

logarithmically). When testing for relevant dummy variables, blendcountry and sectortr remain 

significantly correlated with iegoutcome. 
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 With regard to significance with the treatment variable in the sample, nine variables are 

significant at the 1%, 5%, and 10% significance levels: logcommit; logprepcost; contcorr 

(expressing a country’s ability to control corruption); difclosing (difference between projects’ 

original and revised closing dates, expressed in months); goveffect (expressing effectiveness of a 

government); polstabnoviolence; rulelaw (expressing quality of countries’ rule of law); regqual 

(expressing quality of countries’ regulatory environment); and projimpltime (length of project 

implementation time in months). When changing the scope from the sample to the population, 

loggdp (a country’s GDP per capita in constant $2005) and difcomdisb become significant, 

whereas projimpltime becomes no longer significant. 

 Since logcommit and logprepcost are significant in both tests, I include them as 

covariates in the probit treatment model. blendcountry is significantly correlated with the 

outcome variable, and many countries with GAAPs and governance/anti-corruption strategies 

receive financing from financing from both IBRD and IDA. So, I include blendcountry the 

treatment model. I also include dummies for the six World Bank administrative regions, 

excluding the Middle East and North Africa Region (MNA) because it does not have any 

GAAPs or governance/anti-corruption strategies in the sample and only 1 in the whole 

population. Following Caliendo and Koepenig (2008), I placed more emphasis on correlations 

with the treatment, and I exclude any potential outcome variables. In this light, I drop logspncost, 

projimpltime, and logdifcomdisb. I also exclude loggdp because it is only significant for the 

treatment population. Since fdipercentgdp and rentspercentgdp are important theoretical 

variables, their p values were not too high in any of the regressions, and I need some randomness 

to generate good propensity scores, I decide to keep them in the final treatment model. 

  



75 
 

Table 10. Statistical Significance Testing for Covariate Inclusion 

   (1)  (2)  (3)  (4) 

VARIABLES/ 
ESTIMATION 

treatment 
sample 
probit 

treatment 
population 
probit 

outcome 
probit 

(sample only) 

outcome linear 
regression 

(sample only) 

treatment  1  1  1 

   (0)  (0)  (0)    

logcommit  0.0170***  0.0750***  0.0223**    

   (0.00587)  (0.00568)  (0.0103)    

effectdelay  ‐0.00153  0.000132  ‐0.0175***    

   (0.00211)  (0.00146)  (0.00304)    

logprepcost  0.0258***  0.0505***  ‐0.0359**    

   (0.00977)  (0.00865)  (0.0167)    

logspncost  0.00442  ‐0.00493  ‐0.0597**    

   (0.0115)  (0.00658)  (0.0253)    

logdifcomdisb  0.00425  0.0690***  ‐0.0556***    

   (0.00569)  (0.00703)  (0.0107)    

rentspercentgdp  ‐0.000374  0.000193  ‐0.00106    

   (0.000384)  (0.000490)  (0.000981)    

fdipercentgdp  ‐0.000977  ‐0.00199  0.00386    

   (0.00125)  (0.00185)  (0.00294)    

contcorr  ‐0.0651***  ‐0.141***  0.0171    

   (0.0131)  (0.0142)  (0.0263)    

sectortr  0.00861  0.0702***  0.101**  0.284*** 

   (0.0205)  (0.0196)  (0.0445)  (0.0888) 

loggdp  0.0133  0.0272**  0.0220    

   (0.00875)  (0.0106)  (0.0213)    

rgdpgrowth  0.000809  0.00222  0.000833    

   (0.000950)  (0.00138)  (0.00302)    

blendcountry  0.0841***  0.163***  0.0832**  0.146** 

   (0.0146)  (0.0147)  (0.0347)  (0.0680) 

difclosing  ‐0.00140***  ‐0.00256***  ‐3.54e‐05    

   (0.000408)  (0.000428)  (0.000819)    

goveffect  ‐0.0228*  ‐0.0503***  0.0249    

   (0.0123)  (0.0134)  (0.0266)    

polstabnoviol  ‐0.0420***  ‐0.0865***  0.0143    

   (0.00845)  (0.00818)  (0.0162)    

voiceacct  0.00214  0.0152  ‐0.00169    

   (0.00810)  (0.00973)  (0.0187)    

rulelaw  ‐0.0379***  ‐0.0450***  0.0169    

   (0.0112)  (0.0129)  (0.0240)    

regqual  ‐0.0257**  ‐0.0877***  0.0317    

   (0.0101)  (0.0118)  (0.0241)    

projimpltime  0.000949***  0.000213  ‐0.000529 

   (0.000279)  (0.000194)  (0.000613)    

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Before generating the propensity scores and seeing if the variables explain the treatment 

model, my covariates are as follows: logcommit goveffect fdipercentgdp polstabnoviol contcorr 

rentspercentgdp regionafr regionlac regionsar regioneap regioneca sectortr blendcountry 

rulelaw logprepcost regqual. 

4.5. Probit Regression, Marginal Effects, and Propensity Score 

 Before generating the propensity scores, I run a probit regression to model the probability 

of having a GAAP or governance/anti-corruption strategy as a function of the aforementioned 

variables in my data set. Since there are a number of projects without IEG evaluations, I exclude 

those from my regression. As with all probit estimations, they have two steps: 1) estimating the 

latent model; and 2) estimating a new model based on the latent one to obtain the marginal 

effects (Wooldridge, 2013).  

Although the marginal effects are the main outcomes of interest, one can notice from the 

latent model that the R squared is .256, meaning that the regressors explain 25.6% of the 

variation in the probability of having a GAAP or governance/anti-corruption strategy. This 

Pseudo R squared statistic is relatively high and corresponds with the need to explain at some 

portion of the variation, thus far indicating that the model is appropriate (Caliendo and Kopeinig, 

2008).  

One last thing I do before generating the marginal effects is to predict the propensity 

score (pscore) as a function of the covariates from the previous section. Then, I can see how well 

the variables interact together. After predicting the initial propensity score, I notice that sectortr 

has p value of .871 in the second stage model, which biases the model. Thus, I remove the 

variable and predict propensity score again. 
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Table 11. Initial Probit Before Treatment Model 

   (1)  (2) 

latentprobit  marginal 
effects VARIABLES  treatment 

        

logcommit  0.188**  0.0165** 

(0.0795)  (0.00700) 

goveffect  ‐0.493  ‐0.0433 

(0.461)  (0.0400) 

fdipercentgdp  0.0111  0.000980 

(0.0107)  (0.000959) 

polstabnoviol  ‐0.607***  ‐0.0534*** 

(0.160)  (0.0134) 

contcorr  ‐0.496*  ‐0.0436* 

(0.274)  (0.0238) 

rentspercentgdp  ‐0.0270*** 
‐

0.00238*** 

(0.00682)  (0.000640) 

regionafr  4.111***  0.361*** 

(0.338)  (0.0466) 

regionlac  3.913***  0.344*** 

(0.410)  (0.0498) 

regionsar  3.047***  0.268*** 

(0.400)  (0.0464) 

regioneap  4.684***  0.412*** 

(0.456)  (0.0527) 

regioneca  4.114***  0.362*** 

(0.426)  (0.0513) 

blendcountry  0.896***  0.0788*** 

(0.184)  (0.0159) 

rulelaw  0.226  0.0199 

(0.376)  (0.0329) 

logprepcost  0.101  0.00886 

(0.113)  (0.00993) 

regqual  0.215  0.0189 

(0.387)  (0.0337) 

constant  ‐7.847*** 

(0.799) 

Pseudo R2  0.2561 

Observations  1,114  1,114 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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4.6. Testing the Common Support Assumption 

Figure 2. Common Support for the Sample 

 

Figure 3. Common Support for the Population 
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Another necessary criterion to satisfy in an impact evaluation using a quasi-experimental 

design with propensity score matching is the common support criterion. It is the extent to which 

the projects with GAAPs and governance/anti-corruption strategies have overlapping propensity 

scores. As a first test of common support, I use a kernel density line graph to compare the 

propensity scores and density (i.e. number of projects at each propensity score) of both the 

treatment and control groups. As one can see in Figures 9 and 10, the distributions are generally 

similar, except at the extreme bounds of the x axis. The difference in density at the extreme left 

bound of the x axis is logical since there are more control projects than treated projects in the 

sample. It would be more problematic if that there was a consistent gap between the 

distributions. 

In this case, 68 projects, or 6.75 percent or the sample of projects with IEG outcome 

ratings, do not have common support according to Stata’s predefined threshold. By increasing 

the propensity score tolerance (e.g. by setting pstolerance to 0) or by increasing the caliper, I can 

alter the common support threshold. However, I do not undertake any such measures for this 

study. 

By examining the projects without common support, the rationale is clear why these 

projects fall outside the default range. Of the 68 projects, 65 come from the Middle East and 

North Africa Region (MNA), a region for which there are no treatment observations in the 

sample and only one in the population. The other three observations without common support 

come from Chile, a wealthy country with relatively high governance and anti-corruption 

rankings (Kaufmann, Kraay, Mastruzzi, 2013).  
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When I create a common support graph for the entire population of projects, the common 

support graph shows significant proximity of distributions, leading me to believe that I satisfy 

the common support criterion. This estimation should be particularly relevant in light of the 

aforementioned issue with MNA projects and the fact that the densities will be higher at the 

extreme left bound. 

Table 12. Visualization of Common Support Violations by Country 

Country 
Number of 
Projects  Average of contcorr  Average of regqual 

Algeria  3  ‐0.8470802  ‐0.579629967 

Bhutan  5  0.72391132  ‐0.61946562 

Chile  3  1.400473  1.439855667 

Djibouti  5  ‐0.73750828  ‐0.69912946 

Egypt, Arab Republic of  7  ‐0.542610357  ‐0.474000686 

Iran, Islamic Republic of  7  ‐0.387675314  ‐1.258673714 

Iraq  3  ‐1.529145667  ‐1.43762 

Jordan  7  0.296539171  0.265883986 

Lebanon  1  ‐0.3814451  ‐0.3782835 

Morocco  6  ‐0.224077  ‐0.23368455 

Tunisia  7  0.2341962  ‐0.051191271 

Yemen, Republic of  14  ‐0.948894314  ‐0.777923336 

Grand Total  68  ‐0.305919456  ‐0.465034524 

4.7. Preliminary Results of the Impact Evaluation 

 Despite the aforementioned common support issue for 6.75% of the projects, for the 

meanwhile it is possible to generate some tentative conclusions. As Table 13 details, based on 

the current sample, the existence of a GAAP or governance/anti-corruption strategy, on average, 

causes better project outcomes. To demonstrate this for the other 93.25% of the projects with 

common support, I create a dummy variable, violates, based on the projects that violate the 

common support assumption. I then use violates to run the probit treatment model command, 

teffects psmatch, if the dummy for violates is equal to zero, thereby excluding the observation 

outside common support.  
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The preliminary results of the impact evaluation with internal validity indicate that, on 

average, the mere presence of a GAAP or governance/anti-corruption strategy causes better 

overall project outcomes. The estimated β coefficient is .151, which is significant at the l% level, 

and has a robust standard error of 0.0316. Since this is a probit treatment model, the estimated β 

coefficient is a z score, meaning that it is measuring the marginal probability of the treatment to 

impact the outcome. The precise interpretation of the result is as follows: the assignment of a 

GAAP or governance/anti-corruption strategy, on average, leads to 15 percentage point increase 

in the probability that the project is/will be successful, ceteris paribus. The result is significant at 

the 1% level and the standard error is relatively low at 0.0316, indicating that this model should 

be a consistent estimator of the average treatment effects (ATE). The latter indicates the average 

marginal effects of assigning a GAAP or governance/anti-corruption strategy to all projects in 

the sample.  

 

Table 13. Average Treatment Effects of GAAPs and Governance/Anti-Corruption Strategies 

   (1)  (2) 

VARIABLES  treatment  iegoutcome 

        

treatment  1 

(0) 

r1vs0.treatment  0.151*** 

(0.0316) 

constant  0 

(0) 

Observations  1,001 

R‐squared  1.000    

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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4.8. Robustness Test of Unconfoundedness through Bounds Analysis 

Table 14. Sensitivity Analysis for Potential Unconfoundedness 

Mantel‐Haenszel Bounds Analysis Test for Potential Hidden Bias 

Gamma  Q_mh+  Q_mh‐  p_mh+  p_mh‐ 

1  ‐0.006078  ‐0.006078  0.502425  0.502425 

1.05  ‐0.120232  0.108017  0.54785  0.456991 

1.1  ‐0.197234  0.216853  0.578178  0.414161 

1.15  ‐0.0927259  0.320893  0.536952  0.374146 

1.2  0.007254  0.420561  0.497106  0.337038 

1.25  0.103183  0.516229  0.458909  0.302847 

1.3  0.195365  0.608225  0.422554  0.271519 

1.35  0.284091  0.696837  0.38817  0.242953 

1.4  0.369625  0.78232  0.355831  0.217013 

1.45  0.452197  0.864903  0.325564  0.193546 

1.5  0.532016  0.944791  0.297358  0.1723 

1.55  0.609267  1.02217  0.271174  0.153351 

1.6  0.68412  1.09719  0.24695  0.136278 

1.65  0.756726  1.17003  0.2244607  0.120995 

1.7  0.827223  1.2408  0.204055  0.107341 

1.75  0.895736  1.30963  0.185197  0.095161 

1.8  0.962381  1.37664  0.167929  0.084312 

1.85  1.02726  1.44193  0.152149  0.074662 

1.9  1.09047  1.50559  0.137752  0.066087 

1.95  1.15211  1.56771  0.124638  0.058474 

2  1.21225  1.62838  0.112709  0.051722 

Gamma : odds of differential assignment due to unobserved factors 

Q_mh+ :  Mantel‐Haenzel statistic (assumption: overestimation of treatment effect) 

Q_mh‐ :  Mantel‐Haenzel statistic (assumption: underestimation of treatment effect) 

p_mh+ : significance level (assumption: overestimation of treatment effect) 

p_mh‐ : significance level (assumption: overestimation of treatment effect) 

 

 The potential of overestimating the average treatment effect of having a GAAP or 

governance/anti-corruption strategy is insignificant for all Γ values of potential hidden bias for 

iegoutcome, as denoted by the p_mh+ column in Table 14. By contrast, the potential for 

underestimating the average treatment effect at the higher levels of hidden biases is significant at 

the 10% level for the Γ values of 1.7-1.95, and the extreme bound Γ value of 2.00 is significant 
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at the 5% level. Although the seminal paper on employing this command in Stata uses Γ up to 

1.5, I used Γ value up to 2 as a precautionary measure (Becker and Caliendo, 2007). Therefore, 

the conditional independence assumption appears to be met, showing the results from previous 

section hold. If anything, the average treatment effect of moving the entire population of projects 

to those with GAAPs or governance/anti-corruption strategies could be underestimated. 

4.9. Limitations 

Even with significant results, it is appropriate to acknowledge the limitations of this study 

and how they might impact the findings. Against this backdrop, a major constraint concerns the 

availability of IEG evaluations due to the closing dates of the projects in the data set. Because I 

only have 62 projects with the treatment, it is not helpful to run separate analyses testing 

whether, on average, GAAPs or governance/anti-corruption strategies are more effective tools. 

Alternatively, their impact could be similar, but I cannot accurately make that assessment at this 

point by estimating separate probit treatment models with such a limited sample of treated 

projects.  

Another limitation pertains to the tools themselves, as they are not uniform. In most 

cases, they address procurement, financial management, and demand-side governance issues, but 

the challenges of each project and country are distinct. The number of required actions, 

timeframes, budgets for monitoring, and competencies of staff completing these actions also 

differ widely. It is thus possible to ask whether an impact evaluation of GAAPs and 

governance/anti-corruption strategies is feasible due to the inherent heterogeneity of the tools. 

The characteristics of the sample present a different type of issue. Specifically, I am 

referring to the fact that the World Bank finances some regional projects, as opposed to only 
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projects that just relate to one country. These regional projects, which I entirely cannot drop from 

the sample in good faith, greatly complicate the assignment of relevant country characteristics 

(GDP growth rates, worldwide governance indicator point estimates, etc.). For the meanwhile, I 

manually compute regional averages for these projects, but perhaps the calculations require 

further disaggregating. Regardless, this issue with regional projects likely introduces some 

heteroscedasticity, even though I control for it in my probit models with relevant post-

estimations add-ons. 

Many scholars have also criticized the perceptions-based governance and corruption 

indicators that underpin part of my statistical model (Olken, 2009; Kurtz and Schrank 2007a; 

ibid. 2007b). In response, Kaufmann, Kraay, and Mastruzzi (2013), the authors of the Worldwide 

Governance Indicators, have vigorously defended these indices and the measurement behind 

them (Kaufmann, Kraay, and Mastruzzi, 2007a; ibid 2007b; ibid. 2007c). There has been 

discussion of second generation governance indicators using administrative, procurement, and 

axiomatic data (Foster, Horowitz and Méndez, 2012; George Karripacheril and Beschel, 2014; 

Fazekas and János Tóth, 2014). However, second generation governance and corruption 

indicators are not yet available at a scale that would allow for the analysis in the present study. In 

addition, as Fisman and Miguel (2007) demonstrate in their article on United Nations’ diplomatic 

parking tickets, perception-based corruption indices are indicative of actual corruption. 

As a final note, it is necessary to reiterate that the World Bank has not designed GAAPs 

and governance/anti-corruption strategies to be easily evaluable. To understand why, it is useful 

to compare these tools with another program using propensity score matching as its primary 

means of evaluation. Surely, one of the most famous programs using propensity score matching 

is Brazil’s Bolsa Familia, a conditional cash transfer program designed to mitigate 
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intergenerational poverty among poor families (Lindert  et al, 2007.: 88). Bolsa Familia has 

consistent conditionalities for all program participants, consisting of required steps for them to 

stay in the program and participation from monitoring agents (e.g. the doctors measuring a 

child’s weight and the teachers checking for school attendance). In addition, Bolsa Familia  has 

universal targeting criteria for all participants (Rivera Casteñeira  et al. 2009). By contrast, 

GAAPs and governance/anti-corruption strategies have no similar features and reporting on them 

is inconsistent at best. 

4.10. Conclusions on Relevance of Data Analysis 

 Quantifying the contributions of governance and anti-corruption efforts is a very complex 

task, as this chapter demonstrates. The results of this impact evaluation, though subject to some 

limitations, are useful and confirm my hypothesis: projects with GAAPs and governance/anti-

corruption strategies tend to perform better than a balanced control group of investment projects. 

Against this backdrop, it is necessary to reiterate that I calculate the average treatment effects 

(ATE). They measure the effects across the entire sample, including some projects in countries 

with relatively low perceived corruption, not just those projects with GAAPs and 

governance/anti-corruption strategies. Measuring just the latter, which the literature refers to 

average treatment effects on the treated (ATET), is not feasible due to the principal reason why 

this study is so challenging: selection bias. 

 Taking the above into account, the results from the ATE analysis show that governance 

and corruption controls matter for project outcomes across a large and heterogeneous sample of 

projects. In fact, even in the presence of significant heterogeneity, as the bounds analysis 

demonstrates, the results should remain almost the same: significant at the 1% level with an 

estimated β coefficient of .151 and a robust standard error of 0.0316. The results hold despite the 
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facts that: (i) based on my coding, additional financing and supplemental projects are less likely 

to have GAAPs and governance/anti-corruption strategies specified in their relevant appraisal 

documents than regular investment projects; and (ii) additional financing project tend to perform 

better than regular investment projects (Denizer, Kaufmann, and Kraay, 2013).  

 I did not test whether the results hold for projects with GAAPs or governance/anti-

corruption strategies included after project approval. Some may find fault here, but this was a 

very deliberate decision. According to the little material available on these tools, having the 

World Bank and borrowers work together to develop the GAAP from the very beginning is 

crucial to ensure ownership and completion of the tasks (World Bank 2003b; ibid. 2010a; ibid. 

2014g). Adding a GAAP or governance/anti-corruption strategy to a project already effective 

does not allow these tools a fair chance to make an impact on a relevant project. Although such a 

decision might make sense from an operational perspective, the World Bank should evaluate 

these scenarios differently—just like I do here. 
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5. IMPLICATIONS FOR THEORY AND POLICY 
 

 The implications for theory and policy of this thesis abound – even if some may dispute 

the modeling strategy or the specific results. One inadvertent finding with both theoretical and 

policy implications is that the World Bank may not be fully complying with its access to 

information policy. Specifically, the World Bank did not disclose at least 123 relevant appraisal 

documents in the population of 3,437 investment projects approved between fiscal years 2001-

2014. To be clear, I say “at least 123” because I only looked for the English version of these 

documents, and many of them require translation. It is feasible that the World Bank is holding 

back some documents in accordance with its disclosure policy; however, it is highly unlikely that 

this is the case for all of the documents. First, some of the missing documents are from projects 

approved years ago. Second, another group of the missing documents pertains to additional or 

supplemental financing projects, which are difficult to find relevant documentation. Although 

this issue could appear to only have policy implications, it has theoretical ones that are relevant 

to GAC as well. Without these documents, beneficiaries and other third parties are less able hold 

the World Bank and its borrowing countries accountable for actions being financed in the 

respective projects. For example, how can beneficiaries effectively use grievance redress 

mechanisms if they do not know the difference between planned and implemented activities? 

 Another policy issue that arose during document review is that many PADs promise that 

the project will include a GAAP prior to loan effectiveness or in the operational manual. Since 

there is no specifying tracking system in place, it is unclear whether World Bank staff members 

are following up on these promises. 



88 
 

 Even if the results of the impact evaluation are not 100% accurate, the World Bank 

should find a way to do a better job with GAAP monitoring and follow-up. The theoretical issue 

at hand is that ignoring GAAPs is potentially proximal to condoning potential corruption (c.f. 

Søreide, 2014: Chapter 3). At the policy level, not properly following-up on GAAPs runs 

contrary to the World Bank’s stance on zero tolerance to corruption. Remedying this issue would 

require changes to the ISR and ICR templates, and there would be budgetary implications as well 

since properly following-up on and supervising GAAPs requires expertise and staff time. As de 

Michele (2013) notes, IFIs are already suffering from “compliance fatigue”, which translates to 

the staff level, too. Especially considering these constraints, to the extent that it is feasible, 

World Bank staff designing GAAPs—ideally in collaboration with government counterparts—

should find a way to keep these tools as simple as possible.  

 Due to the complexity and range of issues that GAAPs and governance/anti-corruption 

strategies tackle, it is impossible to fully operationalize the content of these tools in SORT. 

Nonetheless, it is possible to use SORT as a means of deciding which projects should undergo a 

further screening by a manager and GAC advisor in case a threshold number of the 9 risk 

categories indicate significant risk. The manager in charge could then make a recommendation 

regarding whether a GAAP might a useful tool for mitigating some of the GAC risks. This way, 

the process for selecting GAAPs could be more transparent and operationalized into World Bank 

procedures, as opposed to the current ad hoc method. In turn, this proposed procedure might 

promote better use and follow-up of GAAPs, particularly because SORT requires updating 

throughout the project cycle. To ensure that funding constraints would not impact decisions by 

the relevant manager, the World Bank could set up a special fund/charge code specifically for 

GAC constraints. 
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 Of course, it would be difficult to make the case for continued use of GAAPs or a better 

procedure for selecting them if the results from this impact evaluation do not hold up to scrutiny 

and time. Providing that expert econometricians agree with the methods and basic premises of 

this impact evaluation, it is necessary to update the findings of this study as more IEG 

evaluations become available—particularly since my current robustness tests for common 

support (particularly in the population) and unconfoundedness indicate that I have specified the 

model correctly. In this light, the World Bank should make efforts to ensure that GAAPs become 

more easily evaluable, much like Bolsa Familia in Brazil. 

 The current results of this impact evaluation indicate that GAC matters for development 

as a whole given the breadth of the sample. The World Bank, other donors, and governments 

around the world that have expended a considerable amount of resources on GAC should not 

only welcome this result; they should do something about it. A more targeted method for 

assigning GAAPs, better operationalization of GAC considerations into project design and 

procedures, and conducting more evaluations like this one would constitute a respectable start. 
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