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Overview

The Sustainability Framework of the International Finance Corporation 

(IFC) is the cornerstone of the World Bank Group’s approach to managing 

environmental and social (E&S) risks in private sector operations. The 
Sustainability Framework defines IFC’s and clients’ responsibilities and guides 
E&S risk management across advisory and investment operations (figure O.1). 
It also serves as the reference framework for Multilateral Investment 
Guarantee Agency–supported guarantees. Its eight Performance Standards 
define clients’ responsibilities: (i) Assessment and Management of E&S Risks 
and Impacts; (ii) Labor and Working Conditions; (iii) Resource Efficiency and 
Pollution Prevention; (iv) Community Health, Safety, and Security; (v) Land 
Acquisition and Involuntary Resettlement; (vi) Biodiversity Conservation 
and Sustainable Management of Living Natural Resources; (vii) Indigenous 
Peoples; and (viii) Cultural Heritage. 

The Sustainability Framework initially positioned IFC as a global leader, 
setting an industry benchmark that influenced other multilateral development 
banks and shaped global finance through the Equator Principles. Over time, 
however, some peer institutions have updated their frameworks, and IFC’s 
framework has not kept pace in several areas of the evolving global E&S 
landscape. At the same time, the framework has remained effective in many 
respects, contributing to the professionalization of E&S risk management 
and to improvements in client performance, with most projects achieving 
satisfactory E&S performance. This evaluation finds that the framework’s 
effectiveness is increasingly constrained by a combination of implementation 
challenges and gaps in selected areas of the Performance Standards, 
particularly as IFC’s business model, financing instruments, and risk profile 
have evolved. Strengthening effectiveness will require addressing both gaps in 
the standards and persistent challenges in implementation.
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Figure O.1.  Sustainability Framework and Related Operational 

Components
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and project-level
grievance redress

mechanisms

Source: Independent Evaluation Group, based on IFC’s Sustainability Framework and related training 
materials.

Note: E&S = environmental and social; ESAP = Environmental and Social Action Plan; IFC = International 
Finance Corporation.

Although IFC’s portfolio has become more varied across instruments, cli-
ents, and operating environments over time, its framework has not kept pace 
in all areas with those of comparable institutions. Increased use of equity 
investments, corporate lending, capital markets instruments, and financial 
intermediaries makes it more complex to apply E&S requirements consis-
tently in projects with diffuse boundaries and more limited IFC leverage. 
At the same time, emerging E&S risks and rising stakeholder expectations 
have prompted peer institutions to update and expand their frameworks. 
Comparison with the World Bank’s Environmental and Social Framework 
(ESF) and similar frameworks from other multilateral development banks 
highlights differences in areas such as stakeholder engagement, disclosure, 
and the treatment of social risks, where peers have moved toward more 
explicit and systematized requirements. The evaluation highlights the 
trade-offs IFC encounters as it pursues portfolio growth across a wider range 
of instruments while maintaining the credibility and effectiveness of the 
Sustainability Framework. 
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The findings point to the need for stronger, earlier, and more sustained 
E&S engagement, particularly in higher-risk projects and those where IFC’s 
leverage is more limited. This requires alignment of portfolio growth with 
differentiated E&S oversight and careful application of adaptive approaches 
in more complex contexts. 

Accountability risks for E&S issues can persist regardless of whether all issues 
are explicitly reflected in policy, particularly where outcomes depend on im-
plementation, client capacity, and supervision. In this context, greater clarity 
within the Sustainability Framework, especially in relation to complex social 
risks and implementation practices, can support more consistent application 
of requirements while enabling robust and responsible risk-taking. 

Evaluation Scope, Questions, and Methods

The Independent Evaluation Group (IEG) conducted this evaluation to iden-
tify lessons relevant to IFC’s planned update of its Sustainability Framework. 
The evaluation, therefore, adopts a focused scope, prioritizing the aspects 
of the framework and its implementation that matter most for decisions on 
future directions. Conducted in coordination with IEG’s evaluation of the 
World Bank’s ESF, the evaluation examines implementation, performance, 
and outcomes of IFC investment projects approved under the 2012 version of 
the Sustainability Framework from multiple perspectives. It addresses three 
core questions: (i) To what extent has the Sustainability Framework been 
effectively implemented and met IFC’s evolving business needs? (ii) To what 
extent have E&S outcomes been tracked and achieved? (iii) What are the 
risks and opportunities for IFC in aligning and harmonizing E&S frameworks 
with the World Bank and other multilateral development banks? Specifically, 
the evaluation defines fit for purpose as the framework’s relevance, clarity, 
and practicality, considering IFC’s evolving business model and E&S risk 
landscape; performance as the effectiveness of IFC and client implementa-
tion, including due diligence, supervision, monitoring, and learning; and 
outcomes as the E&S results achieved by IFC-supported projects over time. 
The evaluation does not assess recently introduced approaches such as the 
Remedial Action Framework and the Responsible Exit approach, which were 
considered too recent for meaningful evaluation, but notes that both are 
under active discussion at the time that this evaluation was written. 
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The evaluation applies a mixed methods design that draws on a wide range 
of quantitative and qualitative evidence. It combines statistical analysis of 
IEG-validated E&S performance ratings with IFC portfolio, monitoring, and 
staffing data, alongside qualitative evidence from project validations, eval-
uations, interviews, and in-depth case studies. The team conducted field 
visits to five of IFC’s regional hubs and developed client case studies across 
eight countries, complementing interviews with IFC staff, clients, and exter-
nal stakeholders. This approach enabled a portfolio-wide assessment while 
grounding the analysis in a project-level and country-level experience, sup-
ported by targeted reviews and triangulation across multiple data sources.

Evaluation Main Findings

IFC’s Sustainability Framework has contributed to improvements in  
E&S performance across diverse projects and markets, but implementation 
gaps remain. Project-level E&S performance has improved over time, par-
ticularly in areas where IFC E&S staff provided early and sustained support, 
supported by evolving guidance and implementation arrangements.  
At the same time, the framework is not fully up to date for some key  
E&S risks and is less well suited to certain nontraditional financing modal-
ities. Moreover, implementation challenges persist. Although the majority 
of projects achieve satisfactory E&S performance at “maturity”—about five 
to seven years after approval—one-quarter of the projects continue to face 
challenges in fully meeting agreed Environmental and Social Action Plan 
(ESAP) commitments, indicating variability in implementation across the 
portfolio. In addition, incomplete or delayed client reporting—particularly 
for complex social risks—can limit the ability to verify compliance in some 
projects. These gaps affect assurance and learning and may weaken the  
durability of improvements over time. Combined with the framework’s 
partial misalignment with aspects of IFC’s evolving business model, these 
challenges are associated with a tendency toward more cautious engage-
ment in higher-risk operations, which affects the framework’s role in 
supporting investment in more challenging contexts where development 
outcomes may be substantial.
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Fit for Purpose

While IFC’s Performance Standards continue to provide a solid foundation, 
peer institutions have updated and codified requirements in some areas to 
address evolving risks. The Sustainability Framework, while previously at 
the vanguard, is less up to date than some peer frameworks in areas such 
as gender-based violence (GBV), stakeholder engagement, grievance man-
agement, and the treatment of vulnerable groups. Because the framework 
was last updated in 2012, peers have since incorporated more explicit and 
binding requirements into their standards in these and other areas, while 
IFC has addressed many of these issues through guidance and implementa-
tion practices. Notwithstanding these differences, the framework continues 
to support effective E&S risk management in many projects, as reflected in 
generally positive perceptions of IFC’s E&S work among clients and peers 
and in improving E&S performance over time. 

The Performance Standards have areas where social risks are addressed less 
explicitly. In practice, social issues account for a substantial share of refer-
rals to accountability mechanisms, including cases involving GBV, labor, and 
community engagement. These cases have prompted IFC responses through 
a combination of guidance and implementation measures, including pro-
cedures, legal agreements, and supervision practices, rather than through 
changes to the Performance Standards themselves. IFC has made progress in 
addressing GBV through guidance and implementation measures, but appli-
cation across the portfolio remains uneven. Similarly, IFC’s framework gives 
less prominence to stakeholder engagement and transparency than some 
peer frameworks, where dedicated standards on stakeholder engagement and 
information disclosure have been adopted. 

The Sustainability Framework is more readily applied to investments with 
a defined use of proceeds, including traditional project finance and fund 
investments. In such transactions, Performance Standard requirements are 
generally easier for clients and IFC to interpret and apply, the scope and 
proportionality of requirements can be determined more clearly at appraisal, 
and monitoring of clients’ ESAP implementation is more straightforward. 
Fund clients are also typically well positioned to apply requirements, 
given more developed E&S management systems at appraisal, access to 
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international E&S expertise, and closer alignment with international 
environmental, social, and governance practices, all of which support 
stronger performance. 

However, the Sustainability Framework has become more difficult for staff 
and clients to apply consistently, as IFC’s business has shifted toward  
instruments with a less-defined use of proceeds. IFC’s expanding use of 
equity investments, corporate finance, capital market instruments, and 
financial intermediary operations creates situations in which requirements 
can be more difficult to interpret, scope, and apply. Equity and corporate cli-
ents face challenges in translating requirements into concrete, time-bound 
ESAP actions and embedding them consistently across their operations, 
value chains, and supply chains, which can make implementation and super-
vision more complex in practice. Monitoring is more challenging in financial 
intermediary operations because IFC relies on client systems and reporting 
and typically has limited access to subproject information. These factors can 
limit visibility over downstream activities. As a result, these business shifts 
have made the consistent application of the Sustainability Framework  
across IFC’s more diverse portfolio more dependent on differentiated  
approaches and staff judgment and, in some cases, may contribute to more 
cautious engagement in higher-risk or more complex contexts. 

In financial intermediary operations, IFC manages these constraints through 
ring-fencing, which enables targeted application of requirements but in-
troduces limits to oversight. Ring-fencing refers to limiting the application 
of Performance Standard requirements to defined asset classes. While this 
approach facilitates the application of E&S requirements at the transac-
tion level and can support improvements in client systems within the scope 
of IFC-financed activities, its contribution to broader, institution-wide 
E&S capacity can vary. IFC’s role focuses on assessing and supervising the 
effectiveness of client systems rather than verifying performance at the indi-
vidual subproject level. In this context, ring-fencing may help contain  
IFC’s direct accountability and legal exposure, but it provides only partial 
protection against reputational risk, particularly when a financial interme-
diary client supports controversial subprojects outside of the ring-fenced 
portion of its portfolio. 
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In jointly financed operations, IFC typically maintains independent  
E&S oversight rather than relying on other lenders’ reviews, reflecting its 
approach to applying the Performance Standards in appraisal and supervi-
sion. This approach can strengthen assurance through consistent application 
of requirements and aligns with IFC’s emphasis on rigorous application of 
the Performance Standards, but it can also lead to some duplication— 
particularly where IFC and the World Bank apply both the Performance 
Standards and the ESF—and increase administrative demands for clients and 
staff. While clients generally recognize the medium-term benefits of IFC’s 
E&S engagement, some perceive implementation requirements as complex 
or procedurally demanding, particularly in cofinanced projects where coordi-
nation mechanisms may be project-specific and roles and responsibilities are 
not always clearly defined.

Performance and Outcomes

Most IFC-financed projects achieve satisfactory E&S performance, but 
a meaningful share of projects continue to experience implementation 
challenges. IEG rated 68 percent of direct investments and 82.5 percent of 
financial intermediary projects satisfactory or better on E&S performance. 
These ratings have improved over the evaluation period, as illustrated in 
figure O.2. Figure O.3 shows that IFC involvement coincides with improve-
ments in E&S performance in most projects, but about one-quarter of direct 
investment projects show partly unsatisfactory or unsatisfactory implemen-
tation of agreed ESAP tasks, and about 4 percent are rated unsatisfactory 
on E&S performance. Lapses in wastewater management and occupational 
health and safety measures are among the most common types of shortfalls. 
In addition, incomplete or delayed client reporting—particularly for complex 
social risks—can limit IFC’s ability to verify compliance in a nontrivial share 
of projects.
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Figure O.2.  E&S Performance Has Improved
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b. Financial intermediary investments
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Source: Independent Evaluation Group.

Note: Rating methodologies differ between direct investment and financial intermediary investments. 
Panels should not be read as directly comparable. The projects were assessed at maturity, using three-
year rolling averages and the sample of 40 percent. Financial intermediary projects encompass financial 
market transactions and funds. E&S = environmental and social.
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Figure O.3.  Many Projects Improve E&S Performance as IFC Engages, 

but Some Do Not

Declined Remained low Remained high Improved

Direct investments

Financial intermediary investments

44%

59%

21%

25%

-30%

-14%-2%

-5%

Source: Independent Evaluation Group.

Note: The figure demonstrates changes in project environmental and social performance ratings from 
appraisal to evaluation. Declined = any downward rating change; improved = any upward rating change; 
remained high = no change from satisfactory or excellent; remained low = no change from unsatisfacto-
ry or partly unsatisfactory. E&S = environmental and social; IFC = International Finance Corporation.

E&S performance depends on project context, client capacity, and the 
quality of IFC’s appraisal and supervision. Performance is weakest in the 
most challenging environments: projects categorized as high E&S risk and 
those in International Development Association contexts and in countries 
classified as fragile and conflict-affected situations receive the lowest 
ratings. While clients are responsible for implementing requirements, 
shortfalls in E&S performance are closely linked to partial implementation, 
sometimes compounded by gaps in IFC’s monitoring intensity. Conversely, 
the evaluation shows that sustained, hands-on IFC engagement moves the 
needle: projects rated positively on IFC’s E&S additionality are statistically 
more likely to achieve strong E&S performance and improve over time. 
IFC primarily tracks client progress through ESAP implementation but 
does not systematically track E&S outcomes. Positive outcomes identified 
through case studies typically arose where risks were identified early, 
clients integrated E&S measures into project operations, and IFC actively 
enforced agreed-on actions throughout implementation; conversely, weak 
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implementation of E&S requirements was associated with adverse outcomes 
in some cases. 

Higher ratings for financial intermediary projects partly reflect differences in 
starting conditions and performance criteria. The rating differences shown 
in figures O.2 and O.3 do not necessarily indicate consistently stronger 
underlying E&S performance for financial intermediary projects compared 
with direct investments. Many financial institutions lack E&S management 
systems at appraisal, and IFC’s requirements and support in establishing 
these systems are associated with improvements in performance. By con-
trast, direct investments are subject to more demanding requirements across 
all eight Performance Standards, which can make improvements more diffi-
cult to achieve and sustain. Under the current evaluation criteria, financial 
intermediary projects can receive positive ratings even where limitations in 
subproject-level visibility remain—that is, subproject risks may not be fully 
captured in project-level performance assessments. 

The evaluation finds gaps in the information available on financial interme-
diary subportfolios—the aggregate set of subprojects financed by a financial 
intermediary. In about one-quarter of high-risk subportfolios, IFC identifies 
issues in E&S performance or has limited information to assess performance. 
IFC relies primarily on client systems and reporting, complemented by guid-
ance and supervision. Consistent with the Sustainability Framework,  
IFC’s role focuses on assessing and supervising the effectiveness of client 
systems rather than verifying performance at the individual subproject level. 
This focus can result in uneven documentation and limit the ability to assess 
E&S performance at the subproject level in higher-risk situations. Compared 
with some peer institutions, IFC’s Sustainability Framework provides 
less-detailed guidance on how subportfolio risks should be identified, moni-
tored, and reported.

Implementation Arrangements

Capacity constraints and variation in client reporting affect IFC’s monitor-
ing and adaptive management. IFC has increased its E&S staffing; however, 
workload intensity, compressed approval timelines, and access to specialized 
expertise can affect the consistency of E&S due diligence, monitoring, and 
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hands-on client support. IFC applies risk-based supervision in principle, but 
risk ratings are not always updated in a timely manner or may not fully reflect 
evolving project risks, and expectations for on-site supervision are not always 
met. Monitoring delays occur in some cases, including for GBV. IEG valida-
tions indicate that gaps in project monitoring are often associated with limited 
site supervision visits and documentation gaps. While some peer multilateral 
development banks have formalized differentiated and adaptive supervision 
approaches, IFC relies to a greater extent on staff judgment and guidance 
in applying supervision practices. Peers also face similar implementation 
challenges in translating formal requirements into consistent supervision, 
monitoring downstream activities, and addressing capacity constraints in 
higher-risk operations. 

Gaps in disclosure and grievance redress mechanisms affect transparency, 
stakeholder engagement, and assurance of E&S performance. While IFC 
meets formal disclosure requirements in most cases, particularly at the 
approval stage, postapproval transparency is weaker, with incomplete or 
delayed updates on ESAP implementation and emerging risks, especially 
for financial intermediary projects. As a result, disclosed information does 
not consistently support tracking of implementation progress or changes 
in project risk. Worker and community grievance redress mechanisms are 
widely established, but their implementation and use vary, with limited in-
formation available on uptake, responsiveness, and resolution. These issues 
are more pronounced for complex social risks, including GBV, and can limit 
IFC’s ability to identify problems early, respond effectively, and demonstrate 
accountability. 

In joint projects with the World Bank, IFC has developed practical ways 
of working together over time, but coordination is still largely based on 
project-specific arrangements. In the absence of shared tools, harmonized 
requirements, or clearly defined procedures, collaboration often relies on 
arrangements agreed to at the project level, which can increase transaction 
costs for staff and clients, lead to some duplication in E&S processes, and 
reduce clarity on roles and accountabilities across institutions.
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Looking Ahead

IFC’s planned portfolio growth—especially through equity investments, cor-
porate finance, and financial intermediaries—creates structural trade-offs 
that require more deliberate E&S oversight. As IFC expands into instru-
ments with less-defined project boundaries and more indirect leverage, 
applying E&S requirements consistently can become more complex for cli-
ents, particularly in higher-risk settings. This complexity increases the need 
for stronger, earlier, and more sustained E&S engagement, as well as clear 
strategic choices by management and the Board of Executive Directors on 
how to align resources, incentives, leverage, and accountability with a larger 
and more diverse portfolio while maintaining the credibility and effective-
ness of the Sustainability Framework.

Recommendations

The update of IFC’s Sustainability Framework comes at a strategic moment 
for IFC, as it seeks to expand into riskier contexts (including countries af-
fected by fragility, conflict, and violence) and substantially increase the scale 
of its portfolio by 2030. IFC also needs to enact improvements so that it can 
maintain its reputation as a standard setter among international financial 
institutions. Against this backdrop, the evaluation lays out the following four 
recommendations that have been informed by the main findings. 

Recommendation 1: IFC should strengthen implementation of the 

Sustainability Framework by expanding hands-on E&S support to 

clients in higher-risk and complex operations and by improving the 

transparency of its E&S performance and disclosures. As further  
elaborated in the conclusion, this recommendation includes earlier and 
more sustained client support. It also includes clearer, more consistent  
disclosure of E&S information, including delays and progress in  
implementing ESAP commitments. Delivering on this recommendation  
will require aligning staffing, expertise, and incentives with the demands  
of higher-risk operations, including addressing capacity constraints and  
ensuring adequate coverage across regions and specialized risk areas. 
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Recommendation 2: IFC should clarify in the Sustainability Policy how 

accountability between IFC and its clients for E&S performance is to 

be exercised in financial intermediary and capital market operations, 

including the extent of IFC’s responsibilities for subprojects, and how 

E&S requirements are applied in operations with indirect or limited 

visibility and reliance on client systems for monitoring and reporting, 

consistent with IFC’s leverage and access to information. This 
recommendation should include clarifying the allocation of responsibilities 
between IFC and clients for subproject-level performance; specifying 
verification expectations under IFC’s monitoring approach in higher-
risk transactions or where visibility is limited; and codifying how E&S 
requirements are applied and overseen across these operations, including 
IFC’s use of client systems, ring-fencing, reporting, and selective validation 
to support consistent oversight. 

Recommendation 3: IFC should strengthen requirements in priority so-

cial and transparency areas to address critical gaps in the Sustainability 

Framework. The ongoing update provides an opportunity to better align 
policy with how E&S risk management has evolved in practice, particular-
ly for social risks, stakeholder engagement, and grievance management. 
IFC should clearly define operational requirements in areas where current 
language relies on broad principles and evolving guidance, including sexual 
exploitation, abuse, and harassment; child protection; and vulnerable and 
disadvantaged groups. In addition, IFC should clarify expectations for stake-
holder engagement and grievance management across the project cycle, 
including requirements for meaningful consultation, timely and accessible 
disclosure, protection against retaliation, and monitoring of grievance use 
and resolution. Greater clarity in these areas would support more consistent 
application of requirements in practice. 

Recommendation 4: The Bank Group should advance E&S harmonization 

and address evolving risks by reconciling material differences in E&S 

standards, requirements, and guidance and embedding adaptive 

management in the E&S architecture. Specifically, the Bank Group should 
establish protocols for joint implementation in Bank Group projects, 
including expanded use of mutual reliance or delegated approaches, and it 
should clarify how material differences between frameworks are addressed, 
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how accountability for implementation and outcomes is maintained, and 
how complaints and grievance processes are handled. The Bank Group 
should also introduce a mechanism for periodic, synchronized updates 
to the World Bank’s ESF and IFC’s Sustainability Framework to improve 
coherence over time, while respecting institutional mandates. This 
mechanism would not affect the currently ongoing process for updating the 
IFC Sustainability Framework. Finally, the Bank Group should strengthen 
adaptive management by moving toward shared analytics and systems and 
promote learning across regions, sectors, and institutions.
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Management Response

Management of the International Finance Corporation (IFC) welcomes 
the Independent Evaluation Group (IEG) report, The International Finance 
Corporation’s Sustainability Framework, and thanks the IEG team for addressing 
the comments provided. The evaluation is timely and relevant as IFC 
advances the update of its Sustainability Framework. Management views the 
report as a valuable input to that process and as an opportunity to further 
strengthen IFC’s leadership, accountability, implementation effectiveness, and 
transparency in environmental and social (E&S) risk management.

International Finance Corporation

Overall

Management welcomes IEG’s findings and agrees that the Sustainability 
Framework should be modernized to remain fit-for-purpose for IFC’s evolving 
business model and operating context. Management appreciates IEG’s 
recognition of IFC’s role in setting global benchmarks for private sector 
E&S risk management and of progress made in supporting clients’ E&S 
performance across diverse projects and markets, with satisfactory ratings 
rising from 61 percent to 75 percent for direct investments and from 68 
percent to 89 percent for financial intermediary projects over the evaluation 
period (FY 2012–25). The evaluation covers a period during which IFC 
operated in increasingly complex markets, expanded its portfolio in fragile and 
conflict-affected situations (FCS), and increased the use of diverse financial 
instruments, including in its activities with financial intermediaries and 
capital market operations. Management therefore welcomes IEG’s focus on 
whether the Sustainability Framework remains fit-for-purpose across project 
types, financing modalities, geographies, and client capacities. Management 
agrees on the importance of modernizing and improving the Sustainability 
Framework to reflect IFC’s evolving business and emerging E&S risks.

Management welcomes IEG’s finding that the Performance Standards remain 
a strong foundation, while recognizing the need to codify requirements in 
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certain areas to address evolving risks. Management acknowledges that peer 
multilateral development banks have introduced important innovations 
since IFC’s last update and appreciates IEG’s acknowledgment that IFC has 
addressed many evolving risks through guidance, implementation practice 
and client engagement. The Sustainability Framework update provides an 
opportunity to incorporate elements of this guidance and implementation 
practice, such as requirements related to gender-based violence, sexual 
exploitation and abuse and harassment, child safeguarding, stakeholder 
engagement, grievance management, and other priority areas. Management 
agrees that codification will improve consistency, clarity, and enforceability, 
while maintaining the risk-based and proportionate approach needed to 
support clients across diverse markets and financial products.

Recommendations

Management agrees with recommendation 1, which calls on IFC to 

strengthen implementation of the Sustainability Framework by expanding 

hands-on E&S support to clients in higher-risk and complex operations 

and by improving the transparency of project E&S performance and 

disclosures. Management recognizes that higher-risk and more complex 
operations require sustained engagement, adequate specialist capacity, and 
stronger tools for monitoring implementation. IFC will continue to apply a 
risk-based, portfoliowide approach, with annual supervision plans informed 
by project risk, defined indicators, and client performance, while further 
aligning staffing, skills, and systems with the evolving E&S risk profile of the 
portfolio. Management will also continue to strengthen upstream engagement 
and implementation support, including through improved tools and systems. 
IFC is enhancing the usability of its E&S tools and management systems, 
including the ESG360 management system, to improve data quality, reduce 
reporting burden, and enable staff to dedicate more time to client support and 
E&S risk management. On transparency, management agrees that disclosure 
of Environmental and Social Action Plan implementation remains an area 
for improvement. IFC has made significant efforts in recent years to improve 
compliance and will continue to strengthen disclosure practices across the 
project cycle, including by providing clearer and more consistent reporting on 
ESAP implementation status.
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Management agrees with recommendation 2, which calls on IFC to 

clarify in the Sustainability Policy how accountability between IFC and 

its clients is exercised in financial intermediaries and capital market 

operations, including the extent of IFC’s responsibilities for subprojects 

and the application of E&S requirements where visibility and leverage 

are indirect or limited. Management appreciates IEG’s recognition that 
challenges for financial intermediaries are systemic across multilateral 
development banks and agrees that greater clarity is needed regarding the 
allocation of responsibilities between IFC and financial intermediary clients. 
This clarification is a core focus of the Sustainability Framework update. 
Management intends to set out a more differentiated and proportionate 
approach that reflects the nature of IFC’s financial products, the level of E&S 
risk, the degree of IFC leverage, and the information reasonably available to 
IFC and its clients. The updated framework will aim to make expectations 
more transparent for clients, staff, the Board of Executive Directors, and 
stakeholders, while avoiding a one-size-fits-all model that would be 
misaligned with capital markets and other intermediated finance products. 
Management’s intent is for these clarifications to strengthen accountability, 
preserve the integrity of IFC’s E&S commitments, and support responsible 
financial intermediation in emerging markets.

Management agrees with recommendation 3, which calls on IFC to 

strengthen requirements in priority social and transparency areas to 

address critical gaps in the Sustainability Framework. Management 
recognizes that several priority social risks have evolved significantly since 
the 2012 Sustainability Framework was adopted, and that expectations 
from clients, communities, shareholders, and peer institutions have also 
advanced. IFC has strengthened its practice and client oversight of complex 
social risks including gender-based violence, sexual exploitation and abuse 
and harassment, child safeguarding, stakeholder engagement, and grievance 
management through procedural guidance, Good Practice Notes, contractual 
provisions and implementation support. Management agrees that codifying 
key elements of this practice in the updated Sustainability Framework will 
improve clarity, consistency and enforceability across regions, sectors, and 
clients. As reflected in the Sustainability Framework Approach Paper and 
discussions with the Board, management intends to strengthen and clarify 
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requirements related to gender-based violence, sexual exploitation and abuse 
and harassment and child safeguarding.

Management agrees with recommendation 4, which calls on the World 

Bank Group to advance E&S harmonization and address evolving risks 

by reconciling material differences in E&S standards and embedding 

adaptive management in the E&S architecture. Management strongly 
supports advancing E&S harmonization and recognizes the burden that 
inconsistent frameworks place on joint clients and country counterparts. IFC, 
the International Bank for Reconstruction and Development, the International 
Development Association, and the Multilateral Investment Guarantee Agency 
(MIGA) are already engaged in dialogue on areas of divergence among their 
respective frameworks and organizational arrangements, particularly in 
the context of the Bank Group E&S integration process and the IFC and 
MIGA Sustainability Framework update. Management will continue this 
work with the aim of improving coherence in standards, procedures, and 
client engagement across Bank Group institutions, including clarifying 
policies and procedures for joint operations. Management also welcomes 
IEG’s recommendation to explore a mechanism for periodic, synchronized 
updates to IFC and MIGA’s Sustainability Framework and the World Bank’s 
Environmental and Social Framework over time, while respecting institutional 
mandates and without affecting the ongoing IFC and MIGA Sustainability 
Framework update.
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1 | Introduction

The Sustainability Framework of the International Finance Corporation 

(IFC) governs its approach to achieving development impact with the 

intent to “do no harm” to people or the environment. The framework defines 
the environmental and social (E&S) responsibilities of IFC and its clients, 
guiding risk management across advisory and investment projects. It helps 
IFC manage E&S risks and impacts in a manner commensurate with the scale, 
complexity, and severity of the potential impacts of the activities it finances. 

IFC adopted its first stand-alone E&S policy in 2006 as part of its new 
Sustainability Framework. This change marked a move to a risk-based 
approach, which is less prescriptive than the compliance-focused safe-
guard system IFC had previously applied. IFC designed the Sustainability 
Framework primarily for direct investment projects with clearly defined uses 
of proceeds and well-specified activities under IFC’s control. It last updated 
the policy in 2012 with several changes, including the incorporation of the 
Access to Information Policy and extended language on financial intermedi-
aries and supply chain oversight. Since then, IFC has continuously adapted 
and expanded its organization, procedures, systems, guidance, and tools for 
managing E&S risks but not its policy or performance standards. 

The Sustainability Framework establishes a structured process for managing 
E&S risks. At appraisal, IFC reviews clients’ E&S risk management systems 
and practices, assesses risks and impacts, and determines applicable re-
quirements. IFC then agrees with clients on time-bound Environmental and 
Social Action Plans (ESAPs) to address identified gaps and risks during im-
plementation. ESAPs specify concrete actions aligned with the Performance 
Standards and host country laws, are formalized as legally binding com-
mitments, and provide the basis for monitoring compliance and progress. 
Grievance redress mechanisms (GRMs) are set up to enable workers and 
affected communities to raise concerns and support early identification 
and resolution of E&S issues. Clients’ achievement of E&S objectives de-
pends on the implementation of ESAPs and ongoing monitoring of E&S 
risks in an adaptive management framework, supported by IFC’s ongoing 
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engagement and monitoring throughout the project life cycle. ESAPs are 
central to accountability for active projects and are disclosed in accordance 
with the Access to Information Policy. Box 1.1 describes the Sustainability 
Framework’s components.

Box 1.1.  Components of the IFC’s Sustainability Framework

The Sustainability Framework comprises (i) the Sustainability Policy that sets out 

high-level principles and the Access to Information Policy, both applicable to the 

International Finance Corporation (IFC); (ii) eight Performance Standards that define 

clients’ responsibilities; and (iii) Guidance Notes and other technical materials meant to 

support client implementation of the Performance Standards. 

The division between IFC’s role and responsibilities and the client’s responsibilities 

makes IFC’s Sustainability Framework accessible as a global public good because it 

has made it easy for other institutions to adopt IFC’s standards. 

Figure B1.1.1.  Sustainability Framework and Related Operational 

Components

Source: Independent Evaluation Group, based on IFC’s Sustainability Framework and related  
training materials.

Note: E&S = environmental and social; ESAP = Environmental and Social Action Plan; IFC =  
International Finance Corporation. 
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Box 1.1.  Components of the IFC’s Sustainability Framework (cont.)

IFC’s commitments behind the Sustainability Framework are as follows: 

 » Intend to do no harm to people and/or the environment. 

 » Enhance the sustainability of private sector operations. 

 » Foster positive development outcomes. 

 » Ensure that costs of development do not fall on poor and vulnerable populations. 

 » Support the sustainable management of natural resources. 

 » Uphold the right to be informed and consulted. 

 » Promote respect for human rights. 

 » Address gender, climate change, and ecosystem services. 

The eight Performance Standards and their objectives are as follows: 

 » Assessment and Management of Environmental and Social Risks and  

Impacts—Mitigation hierarchy and grievance management 

 » Labor and Working Conditions—Fair treatment, safe work, and no forced labor 

 » Resource Efficiency and Pollution Prevention—Pollution reduction and  

sustainable resource use 

 » Community Health, Safety, and Security—Adverse impact avoidance and respect 

for human rights 

 » Land Acquisition and Involuntary Resettlement—Displacement prevention and 

fair compensation 

 » Biodiversity Conservation and Sustainable Management of Living Natural 

Resources—Conservation and sustainable management 

 » Indigenous Peoples—Respect for rights and free prior informed consent 

 » Cultural Heritage—Protection of heritage and equitable benefit sharing.

Source: Independent Evaluation Group.
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IFC’s Sustainability Framework became an industry benchmark and en-
hanced IFC’s reputation. The 2006 Sustainability Framework and its  
2012 update influenced the E&S frameworks of other multilateral and de-
velopment finance institutions, including the African Development Bank, 
the Asian Development Bank (ADB), the European Bank for Reconstruction 
and Development (EBRD), the Inter-American Development Bank, and the  
World Bank. The Equator Principles are a voluntary risk management 
framework, grounded in IFC’s Performance Standards, that has shaped how 
the global financial sector manages E&S risks in project finance. Adopted  
by international commercial banks, development finance institutions 
(DFIs), and export credit agencies, the Equator Principles have helped  
diffuse IFC-based E&S requirements across global project finance markets 
and establish a common baseline for due diligence—that is, the preinvest-
ment E&S risk assessment that informs approval, conditions, and ESAPs. 
By 2024, the Equator Principles had been adopted by 129 financial insti-
tutions, covering a substantial share of international project finance. An 
Independent Evaluation Group (IEG) evaluation of IFC’s convening power 
highlighted partners’ appreciation for IFC’s contributions to the global 
spread of these sustainable banking standards (World Bank 2020). However, 
IFC’s leadership position has eroded in specific areas as peer institutions 
have more systematically integrated emerging E&S risks into binding stan-
dards and operational requirements—a theme examined in chapter 2.

IFC’s E&S safeguards are subject to extensive external scrutiny. IEG’s 2010 
safeguards evaluation assessed IFC’s E&S performance (World Bank 2010). 
Since then, IEG has validated IFC projects’ E&S performance based on  
IFC’s own project self-evaluations—a comprehensive monitoring framework 
with more than 100 appraisal and evaluation indicators for direct investment 
and financial intermediary projects. IFC’s self-evaluation system, validated 
by IEG, provides a more comprehensive and discriminating assessment  
of E&S performance than the World Bank’s borrower performance ratings, 
which rely on nonmandatory definitions, lack independent validation,  
and show limited differentiation across the portfolio, according to  
IEG’s evaluation of the Environmental and Social Framework (ESF;  
World Bank 2026). Civil society organizations (CSOs) also track E&S issues 
in IFC projects, frequently drawing on Office of the Compliance Advisor 
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Ombudsman (CAO) cases to advocate for stronger protections for project-
affected people and the environment, and several high-profile CAO cases 
have highlighted implementation shortcomings. A 2020 review—conducted 
by an independent external review team of six experts commissioned by 
the Committee on Development Effectiveness—further examined the 
relationship between CAO and IFC, reinforcing the importance of credible 
accountability and review processes (World Bank Group 2020).

Evaluation Scope and Questions

This evaluation is timely and relevant to policy. The Committee on 
Development Effectiveness requested the evaluation to identify lessons that 
could inform IFC’s planned update of the Sustainability Framework.  
At the time of writing the evaluation, this update was set to conclude in 
2028. While IEG designed the evaluation, World Bank Group senior man-
agement announced a decision to align and harmonize E&S arrangements 
across IFC, the Multilateral Investment Guarantee Agency, and the World 
Bank. The implementation of this harmonization was still ongoing at the 
time the evaluation team completed data collection, heightening the rel-
evance of the findings for both the Sustainability Framework update and 
broader Bank Group reform efforts. 

The evaluation aimed to identify findings critical for the Sustainability 
Framework update, its effective implementation, and Bank Group–wide  
E&S harmonization. Conducted in coordination with IEG’s parallel evalu-
ation of the World Bank’s first five years of implementation of the ESF, it 
assessed E&S performance and analyzed the drivers of variation across IFC-
financed projects, linking performance to the systems and processes used to 
implement the Sustainability Framework. It also examined the framework’s 
ongoing suitability for IFC’s business model, including through comparison 
with peer multilateral development bank (MDB) frameworks. The evaluation 
covered implementation between FY 2012 and FY25 to assess the perfor-
mance and fit for purpose of the 2012 Sustainability Framework. 
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The evaluation sought to answer three key questions: 

 » To what extent has the Sustainability Framework been effectively  

implemented and met IFC’s evolving business needs? 

 » To what extent have E&S outcomes been tracked and achieved? 

 » What are the risks and opportunities for IFC in aligning and harmonizing 

E&S frameworks with the World Bank and other MDBs?

Evaluation Methods 

The evaluation drew on quantitative and qualitative data sources to provide 
an unbiased, portfolio-wide assessment of the Sustainability Framework, 
including the following: 

 » IEG project validations of 956 IFC-supported investment projects, drawing on 

ratings and result evidence independently validated by IEG (see chapter 3) 

 » Comparative (benchmarking) analysis of IFC’s Sustainability Framework 

against the E&S frameworks of the World Bank and four peer MDBs, with 

deeper focus on ADB and EBRD and lessons relevant for IFC, complemented 

with a light-touch comparison of implementation experiences in MDBs and 

bilateral financiers 

 » Field-based case studies and interviews with clients, civil society repre-

sentatives, third-party consultants, and IFC staff and managers, including 

site visits to five IFC regional hubs (Colombia, India, Kenya, Thailand, and 

Türkiye) and case studies in eight countries (Colombia, Guatemala, India, 

Jordan, Kenya, Thailand, Türkiye, and Viet Nam), selected to ensure diversity 

across sectors, instruments, and E&S risks 

 » Semistructured interviews with approximately 106 IFC staff and 31 client 

companies across headquarters, regional hubs, and project case studies 

 » Targeted analysis of gender-based violence (GBV) risks, added in part to 

match the ESF evaluation’s GBV focus (including a review of ESAPs with  

GBV actions, in-depth analysis of 25 projects, and interviews with 23 special-

ists and clients) 
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 » Review of IFC–World Bank collaboration in 10 jointly financed projects,  

selected from an IEG database and in consultation with IFC and  

World Bank staff 

 » Analysis of accountability and learning mechanisms, including IFC’s respons-

es to 12 Management Action Plans arising from CAO cases (the 5 most recent 

Management Action Plans and 7 additional cases selected to ensure sectoral 

and instrument diversity) 

 » Analysis of IFC E&S staffing data and internal monitoring systems, including 

sustainability risk ratings and ESAPs 

 » Stakeholder engagement and validation, including two workshops with 

CSOs and ongoing consultations with IFC staff involved in the Sustainability 

Framework update 

The evaluation applied a mixed methods design anchored in a clear 
conceptual framework to assess performance, fit for purpose, and outcomes. 
Quantitative analysis combined econometric and statistical examination  
of IEG-validated E&S performance ratings with IFC portfolio, monitoring,  
and staffing data to identify trends and factors associated with  
E&S performance and change over time. Qualitative analysis of IEG project 
validations, evaluations, and interview evidence complemented this 
analysis by explaining observed patterns and variation. The evaluation 
team also examined IFC’s E&S staffing and organizational arrangements; 
benchmarked MDB E&S frameworks and harmonization practices; and 
conducted targeted analyses of gender approaches, IFC–World Bank 
collaboration in joint operations, and organizational learning. The 
conceptual framework (appendix A) guided the analysis by linking actors, 
responsibilities, outcomes, and explanatory factors. The evaluation 
team triangulated evidence across methods through structured cross-
team workshops and by using the criteria described in box 1.2 to ensure 
coherence, robustness, and depth, including synthesis of findings to address 
risks and opportunities related to Bank Group E&S harmonization.
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Box 1.2. Evaluation Criteria: Fit for Purpose, Performance, and Results

Fit for purpose (including relevance) assesses whether the Sustainability Framework’s 

policy architecture, Performance Standards, and guidance remain practical, clear, and 

aligned with the evolving business model of the International Finance Corporation 

(IFC) and today’s environmental and social risk landscape. It examines coverage of 

contemporary environmental and social issues, applicability across IFC instruments, 

clarity and proportionality of requirements, alignment with peer institutions and global 

practice, and responsiveness to stakeholder expectations. 

Performance assesses how effectively IFC and its clients implement the Sustainability 

Framework in practice, focusing on the quality of client systems and action plans,  

IFC’s due diligence and supervision, monitoring and reporting arrangements, and the 

extent to which learning informs evolving guidance and practice. 

Outcomes assess the real-world environmental and social outcomes associated with 

IFC-supported projects, including environmental protection, worker and community 

outcomes, application of the mitigation hierarchy, durability of outcomes over time, 

and the balance between positive and adverse effects.  

Source: Independent Evaluation Group.

The evaluation had some methodological limitations caused by constraints 
in IFC’s E&S data systems. IFC houses E&S information in multiple 
platforms, and its migration of historical records into newer systems 
introduced inconsistencies that constrained the team’s ability to conduct 
a portfolio-wide analysis, leading it to rely on case studies and desk-based 
reviews for some types of information. These data limitations are most 
pronounced for financial intermediary operations, as IFC reporting centers 
on the intermediary itself, with limited and inconsistent insight into 
E&S risks and outcomes at the subportfolio level. More broadly, uneven 
documentation and the prevalence of cases with insufficient monitoring 
evidence limited the evaluation’s ability to draw definitive conclusions about 
E&S performance across all Performance Standards. In addition, case study 
access and ongoing organizational changes within IFC—including shifts in 
mandates, reporting lines, and procedures—affect comparability over time.
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Report Structure 

Chapter 2 presents the evaluation’s findings about the Sustainability 
Framework’s fit for purpose: its coverage and architecture compared 
with other MDBs’ frameworks and its continued suitability for IFC’s 
evolving business. Chapter 3 presents the findings about the Sustainability 
Framework’s performance and outcomes in IFC-supported projects. 
Chapter 4 presents the findings on IFC’s implementation arrangements:  
E&S monitoring, staffing, client perceptions, reporting, disclosures, 
data systems, and learning. Chapter 5 concludes with lessons and 
recommendations for updating the Sustainability Framework, improving 
its implementation, and ensuring its continued suitability. Appendix A 
describes the methods used. Appendix B presents a comparison of IFC’s 
framework with that of other major MDBs. Appendix C documents the 
evaluation team’s econometric analysis for the evaluation.
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2 |  Fit for Purpose

Highlights

The Sustainability Framework, while previously at the vanguard, 
is less up to date than some peer frameworks in selected areas, 
including gender-based violence, stakeholder engagement, 
and related social risks. Although the International Finance 
Corporation has addressed many of these issues through guidance 
and implementation practices, gaps remain in the Performance 
Standards. 

The Sustainability Framework is more readily applied to 
investments with a defined use of proceeds, including traditional 
project finance and fund investments. In these transactions, 
requirements can be specified at appraisal and linked to defined 
project activities, allowing clearer determination of scope and 
proportionality and more consistent monitoring of Environmental 
and Social Action Plan implementation. 

As the International Finance Corporation’s business has shifted 
toward instruments with less-defined use of proceeds, applying 
the Sustainability Framework consistently has become more 
complex. The expansion of equity investments, corporate finance, 
capital market instruments, and financial intermediary operations 
creates situations in which requirements are harder to specify, 
scope, and monitor. 

The International Finance Corporation maintains independent 
environmental and social oversight and applies the Performance 
Standards in cofinanced operations. These actions support 
assurance through consistent application of requirements but can 
lead to some duplication of processes where multiple frameworks 
are applied in parallel. 
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This chapter assesses the Sustainability Framework’s suitability for  

IFC’s business model. It draws on comparison with peer MDB frame-
works and examines how the framework performs across key E&S themes, 
investment modalities, cofinanced operations, and evolving stakeholder 
expectations. The chapter finds that the framework remains broadly compa-
rable to peer MDB frameworks and continues to provide a solid foundation 
for managing E&S risks, particularly in traditional project finance and fund 
investments. At the same time, it is less well aligned with evolving practice 
in some areas relevant to IFC’s current business, especially in the treatment 
of specific social risks and in how requirements are applied across a wider 
range of instruments. 

The Framework in Comparison 

IFC’s Sustainability Framework has long served as a reference point for other 
MDB frameworks, but it is less up to date in some areas. Peer institutions 
have retained the core structure of IFC’s Performance Standards but have 
updated and expanded their frameworks over time, including revisions by 
the World Bank, the Inter-American Development Bank, ADB, and EBRD. 
While the broad architecture and core principles remain comparable across 
MDBs, reflecting IFC’s earlier influence, some peer frameworks now include 
more explicit and systematized requirements in selected areas. In this sense, 
the Sustainability Framework continues to reflect foundational principles 
that have been widely adopted, even as aspects of its content have evolved 
less rapidly (figure 2.1). 

Peer institutions have introduced additional standards to address areas not 
explicitly covered in IFC’s framework, such as standards on financial inter-
mediaries, stakeholder engagement and information disclosure, and selected 
emerging risks. Over time, several MDBs have incorporated these areas di-
rectly into their policy frameworks, whereas IFC has sought to address them 
through guidance and implementation practices. This difference in how 
requirements are articulated contributes to variation in how frameworks are 
applied across institutions, even where underlying objectives are similar.
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Figure 2.1.  IFC’s E&S Framework Is Older Than Those of Most Peer Multilateral Development Banks

IFC Sustainability Framework

CPS, FY12–16
International Finance Corporation2006

• Environmental and Social Framework
• Creation of standards on FIs and stakeholder 
engagement and information disclosure

CPS, FY12–16
European Bank for Reconstruction
and Development

2008

IFC Sustainability Framework Update

• Sustainability Framework
• Creation of standards on FIs and stakeholder 
engagement and information disclosure

CPS, FY12–16
African Development Bank 

CPS, FY12–16
CPS, FY12–16 

2013

• Environmental and Social Framework
• Creation of standards on FIs and stakeholder 
engagement and information disclosure

CPS, FY12–16
World Bank2016

CPS, FY12–16
Inter-American Development Bank 2020

• Environmental and Social Policy Framework
• Creation of the dedicated standard on
gender equality

Integrated Safeguards System Update

CPS, FY12–16
African Development Bank 2023

CPS, FY12–16
CPS, FY12–16 

• Environmental and Social Framework
• Creation of standards on climate change
and stakeholder engagement

CPS, FY12–16
Asian Development Bank 2024

CPS, FY12–16
European Bank for Reconstruction
and Development

2024

Environmental and Social Policy Update

Majority of lending focused on public sector 

Majority of lending focused on private sector 

CPS, FY12–16
CPS, FY12–16 

CPS, FY12–16

International Finance Corporation2012

Source: Independent Evaluation Group.

Note: E&S = environmental and social; FI = financial intermediary; IFC = International Finance Corporation.
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Recent reforms by ADB and EBRD illustrate how peer MDBs are updating 
their frameworks to strengthen differentiation, proportionality, and risk 
responsiveness (box 2.1). The evaluation reviewed these frameworks in 
depth because ADB represents the most recent update cycle among major  
MDBs, and EBRD’s private sector–focused business model provides a close 
point of comparison for IFC. The two institutions reflect different but 
complementary trajectories. ADB’s 2024 framework integrates public and 
private operations within a single structure, with differentiated requirements 
across instruments and a stronger emphasis on adaptive management. 
EBRD has pursued incremental updates within a stable architecture broadly 
aligned with IFC’s, progressively expanding requirements and embedding 
clearer proportionality and risk-based procedures while maintaining 
operational flexibility. 

IFC’s Sustainability Framework has not kept pace with some recent devel-
opments in MDB practice in areas relevant to IFC’s evolving business model. 
The benchmarking analysis indicates that several peer institutions have 
taken further steps to differentiate requirements across instruments, embed 
selected social risks more explicitly in policy frameworks, and strengthen 
provisions for proportionality and adaptive management. IFC has addressed 
many of these areas through guidance and implementation practice, but 
their more limited integration into formal policy contributes to variation in 
how requirements are applied, as documented in chapters 3 and 4, including 
differences in supervision practices, tracking of ESAP commitments, and 
disclosure and stakeholder engagement across operations. These differ-
ences are increasingly relevant given IFC’s growing use of equity, corporate 
finance, and financial intermediary and capital market operations, and they 
help explain why the implementation challenges identified in chapters 3 and  
4 persist despite broadly comparable policy objectives.

Box 2.1.  How ADB and the EBRD Have Updated and Operationalized 

Their E&S Frameworks

Recent updates to the environmental and social (E&S) frameworks of the Asian 

Development Bank (ADB) and the European Bank for Reconstruction and 

Development (EBRD) illustrate different approaches to maintaining  (continued)
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Box 2.1.  How ADB and the EBRD Have Updated and Operationalized 

Their E&S Frameworks (cont.)

relevance while preserving a stable overall architecture. The comparison highlights 

how peer institutions have clarified requirements, strengthened risk-based approach-

es, and adapted frameworks to a wider range of instruments. 

 » Differentiating requirements across financing instruments. ADB and EBRD  

articulate more clearly how E&S requirements apply across project finance, 

corporate finance, equity, and financial intermediary operations. This articulation 

reduces ambiguity and supports more consistent application across instruments. 

 » Strengthening risk-based and adaptive management. Both institutions more ex-

plicitly link risk categorization to due diligence, supervision intensity, and adaptive 

management, which supports adjustment of requirements and supervision over 

the project cycle, particularly for higher-risk operations. 

 » Supporting coordination in cofinanced operations. ADB’s framework allows for 

the use of common approaches where requirements are materially aligned with 

those of cofinanciers, providing a clearer basis for coordinated implementation in 

joint operations. 

 » Expanding and clarifying selected social risk areas. ADB and EBRD have 

incorporated more explicit treatment of selected social risks and stakeholder 

engagement within their policy frameworks, compared with the International 

Finance Corporation’s greater reliance on guidance and implementation practice. 

 » Clarifying expectations for stakeholder engagement and grievance redress 

mechanisms. Both institutions provide clearer expectations for engagement 

and grievance handling while retaining flexibility in how clients implement these 

requirements. 

 » Institutionalizing periodic updates. EBRD’s regular review cycle illustrates how 

incremental updates can support alignment with evolving risks and experience 

over time without changing the overall structure of the framework.

Source: Independent Evaluation Group.
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Gaps on Social Issues 

The Sustainability Framework has greater weaknesses in addressing social 
issues than environmental issues. The evaluation team’s comparison of 
publicly reported data from the independent accountability mechanisms of 
ADB, EBRD, IFC (CAO), and the World Bank (the Inspection Panel) shows 
that complaints across these mechanisms cluster around similar themes and 
are predominantly social rather than environmental. Land acquisition, risk 
assessment (a cross-cutting issue), and community health and safety appear 
most frequently in these complaints, followed by stakeholder engagement 
and information disclosure and labor and working conditions. GBV has  
become a particularly salient issue for IFC, notably following the CAO Bridge 
International Academies case, which contributed to IFC’s decision to exit 
and not resume investments in fee-charging private kindergarten to grade 
12 education. Interview evidence reinforces this pattern: staff and client 
interviews raised social issues—especially gender inclusivity, GBV, land 
acquisition, and stakeholder engagement—more often than environmental 
issues (figure 2.2). Most interviewees attributed these issues primarily to 
implementation challenges rather than to gaps in the standards themselves. 
However, several areas—notably gender and GBV, climate change, digital 
privacy, and stakeholder engagement—were identified as exceptions, where 
shortcomings reflect gaps in standards that are not fully addressed through 
existing Guidance Notes (figure 2.3).



16
 

8
LI

�.R
XI

VR
EX

MS
RE

P�+
MR

ER
GI

�(
S

VT
S

VE
XMS

Rƶ
W�

�
Y

WX
EM

RE
F

MPM
X]

�+
VE

Q
I[

S
VO

�Ʋ
C

ha
p

te
r 2

Figure 2.2.  Issues Where the Sustainability Framework Has Gaps  

and Challenges

Gender, including GBV 

Land acquisition and resettlement

Labor, contractors,
and gig workers

0 5 10 15 20 25 30 35 40

Supply chain

Biodiversity

Indigenous Peoples

Stakeholder engagement

Climate change

Community safeguards

Human rights

Digital privacy

Other

Share of interviews with mentions of each issue (%)
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Source: Independent Evaluation Group.

Note: n = 103; excludes 34 (out of 137) staff or clients who did not raise concerns or comments regard-
ing gaps and challenges with specific themes in the Sustainability Framework. GBV = gender-based 
violence.
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Figure 2.3.  Gaps in Standards Versus Implementation Challenges

Share of interviewees' perception of whether issues are
driven by gaps in standards or by implementation challenges (%)

0 20 40 60 80 100

Gender, including GBV 
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Implementation challenges Gaps in standards

Source: Independent Evaluation Group.

Note: GBV = gender-based violence.

IFC has made progress in addressing GBV through guidance and procedures, 
which have been inconsistently applied across the portfolio. Sexual exploitation 
and abuse and sexual harassment are forms of GBV that IFC has increasingly 
recognized as a material E&S risk. Since 2020, IFC has adopted a zero-tolerance 
stance; developed Good Practice Notes; updated the E&S review procedures to 
reflect sexual exploitation, abuse, and harassment (SEAH) and child protection; 
hired GBV specialists and a global senior child protection adviser; and 
integrated GBV screening questionnaires into its ESG360 system for appraisal 
and supervision. In 2025, IFC also introduced legal clauses requiring clients to 
adopt antiharassment policies, report incidents, and implement child protection 
measures where relevant. Despite these advances, the GBV review found that 
IFC projects have addressed GBV inconsistently, for reasons explained in box 2.2. 
By contrast, the World Bank, which also relies on Good Practice Notes, has 
embedded SEAH measures more consistently and comprehensively—and started 
doing so earlier—than IFC, as evidenced in IEG’s forthcoming evaluation of the 
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ESF. ADB and EBRD have gone further by integrating SEAH risks directly 
into binding standards, though explicit policy language is only one element 
of effective risk management. IFC has committed to addressing GBV and 
child protection in its updated Sustainability Framework.

Box 2.2.  Consequences of Relying on Good Practice Note Guidance  

for GBV

The International Finance Corporation (IFC) approach to gender-based violence (GBV) 

has relied largely on guidance, including Good Practice Notes and tip sheets, rath-

er than explicit standards and procedures. This approach provides flexibility but can 

make it less clear which measures are required versus recommended, with implica-

tions for consistency and accountability. Evidence on how this plays out in practice 

includes the following: 

 » Broad and nondifferentiated guidance. Performance Standards 2 and 4 address 

risks related to harassment and labor influx in general terms, without specifying 

sexual abuse, exploitation, and harassment. Good Practice Notes set out a wide 

range of possible mitigation measures but do not clearly distinguish minimum  

requirements from discretionary actions or provide clear differentiation by risk  

level, capacity, or context, requiring significant judgment by teams and clients. 

 » Uneven integration in project instruments. IFC operations primarily use 

Environmental and Social Action Plans to embed GBV measures. Integration 

remains limited: 13 percent of 2,525 Environmental and Social Action Plans include 

GBV-related actions. IFC has recently introduced legal provisions applicable 

across operations that establish minimum GBV expectations of clients, including 

human resources policies and incidence reporting timelines. 

 » Gaps in risk screening and documentation. IFC recommends early GBV risk 

screening, but use of appraisal-stage tools is inconsistent. Some projects record 

GBV risks as “not relevant” without documented analysis, and Environmental 

and Social Review Summaries rarely include a GBV assessment. Uptake of  

GBV ratings introduced in 2024 has been limited (12 projects in 2024 and 71 in 

2025), indicating incomplete coverage of screening processes.  

(continued)
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 » Limited depth in specific areas, including child protection. Review of 

Environmental and Social Action Plans with GBV-related actions shows limited  

attention to child protection beyond child labor. IFC issued new guidance and 

legal provisions in 2025 to expand coverage of child abuse, exploitation, and 

harassment, but implementation capacity remains constrained. 

 » Constraints on enforceability during implementation. GBV risk screening is not 

systematically completed at appraisal, and when risks are identified later in the 

project cycle, they are difficult to address retroactively. Interviews indicate that cli-

ents often resist adding mitigation measures that were not included in the original 

legal agreement. 

Source: Independent Evaluation Group.

IFC’s Sustainability Framework has a relatively less explicit treatment of 
stakeholder engagement and grievance management. ADB, EBRD, and 
other institutions give stakeholder engagement a higher-profile treatment 
in their policy frameworks. Every comparator institution—including the 
World Bank—has adopted a dedicated standard on stakeholder engagement 
and information disclosure, mandating “meaningful consultation,” 
ongoing disclosure, grievance management, and protection against 
intimidation or retaliation in community engagement. These stand-alone 
standards aim to ensure that key elements of public consultation are 
systematically addressed—for example, by requiring that engagement be 
free of manipulation, coercion, or discrimination. In IFC’s case, stakeholder 
engagement is addressed primarily through cross-cutting provisions 
rather than a dedicated standard, and certain elements—such as explicit 
antireprisal provisions—are not set out as stand-alone, clearly defined 
requirements in the Performance Standards but are instead embedded across 
provisions or addressed through guidance. 

Other MDBs place a more explicit and systematic emphasis on social 
vulnerabilities in their E&S frameworks. For example, EBRD’s 2024 policy 

Box 2.2.  Consequences of Relying on Good Practice Note Guidance  

for GBV (cont.)



20
 

8
LI

�.R
XI

VR
EX

MS
RE

P�+
MR

ER
GI

�(
S

VT
S

VE
XMS

Rƶ
W�

�
Y

WX
EM

RE
F

MPM
X]

�+
VE

Q
I[

S
VO

�Ʋ
C

ha
p

te
r 2

integrates human rights considerations into E&S due diligence and 
requires specific measures for disadvantaged or vulnerable groups across 
relevant standards. ADB’s updated framework similarly embeds attention to 
vulnerable groups across its standards. IFC’s standards refer to vulnerable 
groups, but typically in more general terms, whereas some peers require 
more explicit identification of such groups in social assessments and tailored 
mitigation measures. These differences relate to how requirements are 
articulated in policy frameworks; evidence is more limited on how they 
translate into implementation outcomes. 

E&S requirements on supply chain risks are inherently challenging to 
implement in practice. Evidence from interviews and case material indicates 
that IFC clients often have limited leverage over upstream suppliers, 
particularly in fragmented or informal markets and where national 
enforcement is weak. While clients may comply with Performance Standards 
within their own operations, suppliers may operate in contexts where risks 
such as child labor, forced labor, unsafe working conditions, or deforestation 
persist. The experience of natural rubber supply chains illustrates these 
challenges: manufacturers reported difficulties ensuring traceability and 
influencing practices as materials pass through multiple intermediaries and 
smallholder producers. Addressing such risks typically requires extensive 
supply chain mapping and monitoring, but both clients and IFC staff noted 
that these efforts often have limited reach beyond first-tier suppliers, 
reflecting structural constraints on visibility and leverage. 

The Performance Standards do not yet explicitly address some emerging 
risks related to digitalization and data privacy. Recent updates by EBRD and 
ADB incorporate digital and data protection considerations more directly—
for example, by requiring protections for employee data and integrating 
such issues into stakeholder engagement planning. IFC’s current standards 
and guidance do not explicitly cover these areas (appendix B). As digital 
identification and data use expand across sectors, including in stakeholder 
engagement and service delivery, the treatment of data privacy is becoming 
increasingly relevant within E&S risk management. 
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Other Gaps and Challenges

Some peers’ frameworks articulate climate and resilience considerations 
more explicitly in policy. IFC’s approach has been to treat climate risks and 
greenhouse gas emissions as cross-cutting considerations, primarily through 
Performance Standard 3: Resource Efficiency and Pollution Prevention, 
without a dedicated climate standard. By contrast, ADB introduced a full 
climate change standard in its 2024 ESF, and other MDBs have incorporated 
resilience, climate adaptation, and climate-related disclosures more explic-
itly within their standards. For example, ADB and EBRD require projects to 
assess vulnerability to natural hazards and future climate change impacts 
and to consider adaptation measures such as climate-resilient design fea-
tures. In IFC’s case, relevant provisions are distributed across Performance 
Standards and do not explicitly refer to climate-induced risks or adaptation 
planning in the same way. 

Other thematic areas also reflect gaps between IFC’s current standards and 
more recently updated peer frameworks. The evaluation’s comparison iden-
tifies several areas where ADB and EBRD have incorporated issues that were 
less prominent when IFC last revised its standards: 

 » Road safety. IFC’s Performance Standard 4 refers to traffic-related risks 

in general terms, and the 2007 General Environmental, Health, and Safety 

Guidelines include provisions on traffic safety, with case evidence showing 

application in some projects. By contrast, ADB and EBRD require road safety 

audits and management plans for projects with significant traffic risks, and 

the World Bank includes similar requirements in its standards, providing 

more explicit expectations for risk assessment and mitigation. 

 » Product safety and mental health. IFC’s framework does not explicitly ad-

dress product safety beyond areas such as food safety or broader psychosocial 

health considerations, whereas EBRD includes provisions on product safety 

for clients manufacturing consumer goods and addresses mental health im-

pacts as part of its standards. 

 » Use of experts for high risks. ADB’s standards require the use of qualified or 

international experts for high-risk projects and include analysis of emerging 

risks, including digital risks where relevant. IFC uses external expertise in 
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practice in some cases, but this is not explicitly specified as a requirement in 

the Performance Standards.

Applying the Standards Across Investment 
Modalities 

IFC’s Performance Standards are more readily applied to direct investments 
with a defined use of proceeds. Direct investments typically have well-defined 
project boundaries, which makes it easier for IFC and clients to determine the 
scope of the Performance Standards and apply requirements ex ante. These 
investments are often concentrated in sectors such as manufacturing, infra-
structure, and agribusiness, where established international good practice 
and industry standards reduce interpretation gaps and uncertainty, accord-
ing to consultations with technical experts. Many companies entering such 
transactions already have baseline E&S management systems, often linked 
to export markets or certifications, enabling IFC requirements to align with 
existing processes and be planned and resourced up front. The Performance 
Standards were originally designed with such investment types in mind, 
allowing IFC to focus assessment and supervision on specific technical 
risks—such as land acquisition and resettlement or biodiversity manage-
ment—rather than on defining the scope of applicability. Interview evidence 
supports this pattern: out of 45 respondents who commented, 35 respondents 
expressed positive views on the suitability of the Performance Standards for 
direct investments. Moreover, chapter 3 shows higher E&S performance rat-
ings for these operations than for corporate lending. 

Applying the Performance Standards to equity investments and corporate 
lending is more complex because these instruments differ from the well- 
defined project contexts for which the framework was originally designed. 
Although these instruments differ, both typically involve financing that 
is not tied to specific, predefined assets, extending IFC’s exposure across 
multiple undefined assets, potentially located in different countries, that 
cannot be assessed individually, making appraisal and monitoring more 
complex. This situation also includes equity investments in commercial 
banks, including those with multicountry operations and the associated 
challenges of dealing with different regulatory environments. In equity 
investments, IFC is always a minority investor, limiting its leverage over 



.RH
I

T
I

RH
I

RX�*
ZEPY

EXMS
R�,

VS
Y

T
Ʋ

W
o

rld
 B

ank G
ro

up
Ʋ

Ʋ
Ʋ

Ʋ
23

investees’ operations; as a result, IFC must set boundaries for future oper-
ations at commitment to avoid high-risk acquisitions that are aligned with 
the risk profile of the project. IFC nominates directors to boards of some 
investee companies and has strengthened processes and training related 
to nominee directorships (the evaluation did not assess the influence of 
nominee directors on E&S practices). For direct investment clients in equity 
investments and corporate lending, applying the Performance Standards  
to the entirety of their operations—including legacy assets, past land  
acquisitions, and global operations—can substantially expand the scope 
and complexity of the exercise (according to the evaluation’s interviews and 
consultations with technical experts). 

As IFC’s business model has expanded and diversified, elements of the 2012 
Sustainability Framework have been complemented through successive 
guidance updates. Over the past 25 years, IFC has increasingly channeled 
capital through financial intermediaries, as shown in figure 2.4, using a 
wide range of instruments and client types. Each instrument carries distinct 
E&S risk profiles, leverage structures, and degrees of access to information 
and influence that are not always clearly differentiated in the current pol-
icy framework. These developments extend beyond the transaction types 
for which the original framework was designed and have been addressed 
in practice through guidance. The 2012 IFC Policy on Environmental and 
Social Sustainability establishes sustainability requirements for financial 
intermediaries, but it was formulated based on the transaction types preva-
lent at the time and provides limited specificity for more recent modalities. 
In response to requests from the Board of Executive Directors during the 
presentation of the 2012 Sustainability Framework, IFC supplemented the 
policy with an Interpretation Note on Financial Intermediaries, first is-
sued in 2012 and updated in 2018 and replaced by the Guidance Note on 
Financial Intermediaries in 2023, providing greater detail on requirements, 
including clearer triggers for when the Performance Standards should apply. 
However, these guidance updates—while providing additional operational 
detail—do not fully substitute for clearer differentiation in the core policy 
framework for certain newer modalities. For example, biodiversity bonds and 
nature-themed financial instruments have become more common, attracting 
investors seeking environmental outcomes alongside financial returns, but 
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these investments may require more specific E&S criteria, requirements, and 
reporting (box 2.3).

Figure 2.4.  Financial Intermediaries Have Grown in Importance for IFC 
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Source: Independent Evaluation Group; International Finance Corporation.

Note: Financial intermediary projects encompass financial market transactions and funds. IFC = 
International Finance Corporation.

Box 2.3.  Labeled Bonds Issued by Financial Institutions Involve 

Increased Specific Requirements and Elevated Risks

The use of labeled bonds (such as green, social, sustainability, blue, and biodiversity) 

is expanding, particularly in Latin America and the Caribbean, as investor interest 

grows for establishing a new asset class issued by financial institutions in emerging 

markets. For instance, biodiversity bonds are designed to raise capital for activities 

that protect, restore, or enhance biodiversity, and they operate under heightened 

scrutiny and evolving sustainability disclosure expectations. To maintain credibility 

and avoid greenwashing risks, these instruments require clear environmental and 

social definitions of what qualifies as “biodiversity finance,” well-defined eligibility and 

exclusion criteria (including geographic and habitat screening), and robust systems for 

reporting and verifying both use of proceeds and outcomes.  

 

(continued)
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The International Finance Corporation’s Biodiversity Finance Reference Guide (IFC 

2023a)—aligned with the multilateral development banks’ Common Nature Finance 

Taxonomy (AfDB et al. 2025)—provides a basis for such approaches. 

Early experience highlights material implementation challenges. Clients may have 

limited capacity to assess biodiversity impacts and supply chain risks in line with 

Performance Standard 6, and reputational risks can be heightened where underlying 

activities or verification processes are weak. In some jurisdictions, higher-risk transac-

tions may also involve activities associated with systemic environmental risks in the 

operating context. Biodiversity bond issuance typically triggers requirements related to 

Performance Standard 6 that go beyond standard environmental and social screening, 

requiring additional technical analysis, stronger supply chain due diligence, and careful 

treatment of protected areas. The 2023 guidance recognizes the need to engage 

external expertise where in-house capacity is insufficient for higher-risk transactions. 

Without sustained technical support, clients may face difficulties meeting these 

requirements. Despite these challenges, early adoption of enhanced requirements 

related to Performance Standard 6 has been positive. 

Sources: AfDB et al. 2025; IFC 2023a; Independent Evaluation Group.

As IFC channels capital through an increasingly diverse and complex set 
of financial modalities, the consistent application of the Sustainability 
Framework has become more challenging. Transaction types differ signifi-
cantly in their E&S risk profiles and leverage structures and in the extent of 
IFC’s access to information and ability to influence outcomes. However, the 
current policy framework does not sufficiently differentiate among these 
modalities. Capital markets transactions, for example, present challenges 
that are fundamentally different from those associated with onlending to 
project finance or lending focused on small and medium enterprises. In such 
transactions, financial intermediary clients may be unable to cascade the 
Performance Standards to the underlying assets, or subprojects, and typi-
cally rely on publicly available information and screening tools rather than 

Box 2.3.  Labeled Bonds Issued by Financial Institutions Involve 

Increased Specific Requirements and Elevated Risks (cont.)
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site-level assessments and supervision (see box 2.4 for examples of various 
capital market and capital relief instruments). These structural constraints 
underscore the need for clearer articulation of IFC’s approach, including 
the boundaries of its influence and the limitations of its due diligence and 
monitoring. This need is further reinforced by IFC’s Vision 2030, which aims 
to expand investment volumes through broader use of financial intermediar-
ies, platforms, blended finance, capital markets, and advisory-to-investment 
approaches (IFC 2026). Taken together, these developments highlight the 
importance of a clearer, more transparent, and more differentiated frame-
work aligned with the evolving composition of IFC’s portfolio.

Box 2.4.  Complex Financial Instruments for Which the Performance 

Standards Are Hard to Apply

Some International Finance Corporation (IFC) financial instruments and modalities limit 

IFC’s leverage over clients and access to information, making consistent application 

and supervision of the Performance Standards more difficult than in traditional lending. 

 » Listed bonds issued by financial intermediaries. When IFC invests in a listed bond, it 

typically cannot conduct standard environmental and social (E&S) due diligence and 

impose loan-style E&S covenants. Such investments are typically subject to equal 

treatment rules defined by stock exchanges that issuers must follow. Therefore, E&S 

requirements must instead be embedded indirectly through prospectuses or trust 

deeds, which are constrained by securities law and capital market norms. These lim-

itations reduce IFC’s ability to require detailed disclosure, monitor implementation, or 

enforce corrective actions, resulting in weaker and less consistent application of the 

E&S requirements than in other types of financial intermediary projects. 

 » Funds investing in fixed income assets. IFC’s investments in listed fixed income 

assets may create exposure to underlying bond issuers without a direct relation-

ship with those issuers. In such cases, the fund manager typically invests in debt 

securities rather than through instruments that provide meaningful influence over 

issuer operations, and access to issuer-level information may be limited. As a 

result, due diligence may rely in significant part on information available through 

prospectus or other external sources, and IFC may have limited ability to promote, 

require, or monitor consistent application of its E&S standards  (continued)
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across underlying exposures. These features can make application of the stan-

dards more difficult and may require a tailored approach to E&S review. 

 » Distressed Asset Recovery Program. These investments involve portfolios of 

nonperforming loans or distressed assets, often acquired through auctions or as 

blind pools structured by originators. E&S risks vary widely depending on asset 

type. This heterogeneity and retrospective exposure constrain the consistent 

application of the E&S requirements. To avoid exposure to subprojects with 

legacy E&S risks, IFC’s project selection must be based on clear eligibility criteria 

and a process that allows for screening out such transactions. 

 » Synthetic risk transfers. In these operations, IFC provides guarantees that allow 

banks to transfer credit risk without transferring ownership of the underlying 

assets. Because IFC does not finance or directly control the guaranteed portfolio, 

it must rely on the financial intermediary’s existing underwriting, portfolio 

management, and E&S procedures. This indirect exposure significantly limits IFC’s 

ability to apply E&S requirements. In these operations, Performance Standards 

may or may not be applicable depending on the supported guaranteed portfolio, 

and IFC’s approach must include a selection of proper assets up front, often 

limited by strict bank secrecy laws.

Source: Independent Evaluation Group.

Monitoring Requirements Through Financial 
Intermediaries 

Ensuring compliance in financial intermediary projects is often facilitated 
through ring-fencing of IFC-financed activities. The current Sustainability 
Framework establishes no requirements for IFC or its financial interme-
diary clients with respect to E&S risk management standards for lending 
operations that sit outside the defined use of proceeds, although IFC is 
expected to encourage its financial institution clients to manage E&S risks 
throughout their entire portfolios. In practice, IFC often requires financial 

Box 2.4.  Complex Financial Instruments for Which the Performance 

Standards Are Hard to Apply (cont.)
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intermediary clients to apply an environmental and social management 
system (ESMS) and its E&S requirements only to IFC-supported subprojects, 
a practice known as ring-fencing. This approach limits the scope of appli-
cation of IFC E&S requirements and makes compliance more manageable 
through reporting and selective audits. Evidence from the portfolio indicates 
that ring-fencing can support compliance during the tenor of IFC’s loan or 
facility and, in some cases, help establish or strengthen ESMS practices for 
the supported asset class, including improvements in ESMS design and im-
plementation over time, where systems are sustained. For example, a Central 
American financial institution illustrates this pattern. IFC ring-fenced loan 
proceeds to small and medium enterprise lending and renewable energy 
and energy efficiency projects, prompting the institution to strengthen an 
inherited ESMS that had not adequately covered these asset classes, which 
eventually led to improved E&S performance. At the same time, evidence 
from case studies and interviews suggests that the extent to which these 
practices are applied beyond the IFC-supported portfolio varies across 
clients, with some institutions extending ESMS practices more broadly and 
others maintaining them primarily within ring-fenced operations. Although 
ring-fencing may reduce IFC’s direct accountability and legal exposure, 
relying on it as a primary safeguard offers limited protection against rep-
utational risks, particularly if a financial institution client introduces a 
controversial subproject into the non-ring-fenced portion of its portfolio. 
Sustained E&S performance depends not only on ring-fencing arrangements 
but also on the intermediary’s broader institutional capacity and commit-
ment to apply E&S risk management more widely. 

Monitoring and enforcing E&S requirements are inherently more chal-
lenging in financial intermediary projects because of IFC’s limited leverage 
and access to subproject information. IFC’s influence over downstream 
activities is indirect in many financial intermediary operations, and its 
visibility into subprojects which makes consistent assessment and mon-
itoring more challenging, as described in box 2.5. These challenges are 
particularly pronounced in IFC investments in regulated commercial banks, 
where assessment and monitoring may be constrained by regulatory lim-
itations; in trade finance, where IFC typically does not apply or monitor the 
Performance Standards because of the short-term nature of the instruments; 
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and in investments in large or multicountry financial institutions, where 
IFC’s exposure spans diverse and evolving portfolios that cannot be assessed 
in detail ex ante. Across both IFC and peer institutions, these structural 
features shape how E&S risks are managed in practice. Although legal agree-
ments typically include enforcement provisions, these provisions are used 
sparingly and serve primarily as backstops. Instead, institutions rely mainly 
on sustained engagement, dialogue, and relationship-based approaches to 
maintain influence and encourage compliance, even where formal contrac-
tual levers are available.

Box 2.5.  Ensuring Compliance in Financial Intermediary Projects  

Can Be Challenging

Differences in local laws require negotiation and adaptation, particularly in markets 

with weak regulatory frameworks. The International Finance Corporation (IFC) requires 

financial intermediary clients to establish and implement an environmental and social 

management system for IFC-financed subprojects, even where national regulations do 

not mandate this. In Jordan, for example, IFC partner banks established environmental 

and social management system frameworks, assigned dedicated environmental and 

social staff, and applied IFC exclusion lists and risk categorization to onlending from  

IFC credit lines despite the absence of national requirements—illustrating how  

implementation often demands sustained effort from both IFC and its clients. 

In practice, there are gaps in visibility. IFC monitors performance mainly through 

annual environmental and social reporting and supervision at the financial institution 

level; in some cases, this monitoring involves subproject sampling, which provides 

partial but not systematic coverage. Case studies and interviews indicate that IFC may 

not have a complete picture of how consistently subprojects apply environmental and 

social requirements, creating potential divergence between reported and actual risk 

profiles. Effective implementation therefore depends heavily on each intermediary’s 

internal capacity, systems, and commitment to classify risks and monitor subborrow-

ers and investee companies. 

These dynamics are especially consequential for risks such as gender-based violence 

(GBV), where the private sector’s capacity and expertise tend to be low. IFC’s oversight 

focuses on the intermediary entity, which limits the visibility of subprojects.  (continued)
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As documented in the GBV deep dive, this limited visibility constrains IFC’s ability to  

systematically monitor and enforce GBV-related measures across subportfolios, par-

ticularly where regulatory frameworks are weak or silent on these risks. More recently, 

for projects that pose GBV risks at the subproject level, IFC includes specific GBV-

related requirements for the client in legal agreements. 

Source: Independent Evaluation Group.

MDBs’ experience suggests that weaknesses in financial intermediary  
E&S performance reflect implementation constraints rather than gaps in 
the standards and that a stand-alone financial intermediary standard—
without the resources and access to implement it—is unlikely to resolve 
these challenges. The adoption of stand-alone financial intermediary 
standards by institutions such as the African Development Bank, EBRD, 
and the World Bank has helped clarify client responsibilities in some forms 
of intermediated finance, but it has not resolved recurring challenges 
related to stakeholder engagement, disclosure, and supervision. Lessons 
from ADB, EBRD, and IFC’s CAO consistently point to difficulties in 
translating E&S requirements into practice in financial intermediary 
projects, particularly where clients have limited capacity or incentives to 
manage downstream risks (ADB 2020). These challenges reflect limitations 
in implementation capacity and the need for more tailored guidance and 
supervisory approaches across diverse financial intermediary instruments, 
rather than deficiencies in the formal structure of the standards themselves. 
While a distinct standard can clarify policy expectations, it would not 
fundamentally alter IFC’s leverage, information asymmetries, or supervisory 
reach in intermediated finance. As a result, such a standard would need 
to be complemented by additional resources, tools, and mechanisms to 
support effective implementation and supervision across different financial 
intermediary instruments. 

Box 2.5.  Ensuring Compliance in Financial Intermediary Projects  

Can Be Challenging (cont.)
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The diversity of existing and emerging financial instruments presents 
additional challenges for applying E&S requirements. Applying these 
requirements to a line of credit or a lending product with prespecified eli-
gibility—such as housing finance or rooftop solar—differs materially from 
applying them to equity investments or untargeted subordinated loans, 
where risk pathways and client control are more diffuse. MDBs’ experience 
suggests that policy frameworks that allow for the periodic incorporation 
of new instruments, requirements, and associated guidance can help ad-
dress this diversity. For example, the European Investment Bank has an 
established approach for integrating new financing modalities, including a 
dedicated New Product Committee that reviews due diligence methodolo-
gies, assesses the applicability of E&S standards, and recommends appraisal 
and monitoring requirements. These approaches are subsequently incor-
porated into internal procedures and guidance, allowing the framework to 
evolve alongside changes in financial instruments. 

Alignment and Harmonization with Other Lenders 

IFC nearly always conducts its own full E&S due diligence and monitoring 
rather than relying on other lenders, which can create challenges for clients. 
In practice, IFC often sets the benchmark for how the E&S requirements, 
including applicable Performance Standards, are interpreted and applied: it 
conducts its own assessments, requires its own progress reports, and en-
forces covenanted actions independently of other institutions’ monitoring, 
according to case studies. This approach reflects a preference for identifying 
and addressing potential gaps directly, even when doing so requires addi-
tional analysis, documentation, or staff site visits. Box 2.6 shows that this 
process can result in duplicated or inconsistently sequenced requirements 
among financiers, increasing reporting burdens and creating operational 
bottlenecks for clients. At the same time, interviews with clients and consul-
tants working with multiple lenders suggest that some institutions accept 
less than full compliance in certain situations, which in turn reinforces  
IFC’s preference of applying its own due diligence and monitoring.
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Box 2.6. Uncoordinated Demands Frustrate Clients

The International Finance Corporation and the European Bank for Reconstruction and 

Development led an environmental and social review for a major airport expansion 

involving 18 lenders. As each additional lender introduced new requirements,  

the Environmental and Social Action Plan expanded from 70 items to more than 120. 

The client noted that the International Finance Corporation’s and the European Bank 

for Reconstruction and Development’s stringent standards, combined with uncoordi-

nated input from other lenders, created a dense web of obligations. These obligations 

came with strict deadlines tied to loan conditions, which added significant complexity 

to project compliance. 

Differences in risk categorization and interpretations of standards also caused client 

frustration. In another example, the International Finance Corporation classified a 

project as high risk (category A) after another multilateral development bank had pre-

viously classified it as medium risk (category B). 

Clients called for strategies to reduce duplication among cofinanciers. They specifi-

cally highlighted the need for alignment in areas such as risk categorization, excluded 

activity lists, climate change assessment, supply chain management, legacy issues 

related to land acquisition and resettlement, biodiversity risk assessment, reporting 

frameworks, technical guidelines and standards, and communication and coordination 

mechanisms. Clients shared the following illustrative quotes: “There is a need to have 

a commonality among DFIs [development finance institutions]. Presently, each DFI 

has its own exclusion list.” “Cofinanced projects often require sponsors to comply with 

multiple sets of standards.” “Consider harmonization strategies . . . to minimize duplica-

tive requirements for sponsors.” “Mutual reliance, harmonized approaches, and better 

coordination are some of the ways project finance institutions can reduce duplication.” 

Source: Independent Evaluation Group.

Some joint IFC–World Bank projects delegated E&S processes to IFC  
to simplify compliance. IEG conducted in-depth reviews of 10 joint IFC–
World Bank projects approved between FY12 and FY25. In three cases—the 
International Development Association Private Sector Window projects and 
the Global Agriculture and Food Security Program—the World Bank fully 
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delegated E&S due diligence and monitoring to IFC, and these operations 
proceeded similarly to standard IFC investments. 

Other IFC–World Bank projects encountered challenges from overlapping 
or unclear implementation arrangements. The remaining seven joint IFC–
World Bank projects reviewed were public-private partnerships. In these 
cases, some projects did not designate a single institution to lead on  
E&S issues. Cofinancing institutions followed their own internal review and 
approval timelines, which were not always aligned; responsibilities  
for receiving and resolving complaints were sometimes unclear; and  
accountability arrangements did not consistently reflect the division of  
E&S responsibilities across institutions. These challenges did not stem from 
technical misalignment between IFC’s Performance Standards and the World 
Bank’s E&S standards—which were generally resolved through case-by-case 
coordination—but from differing implementation arrangements that were 
not clarified early in project preparation. In some instances, IFC—having 
not been involved in the World Bank’s initial due diligence on specific risks 
(such as tunneling risks in the Bogotá Metro project)—requested that aspects 
be revisited to ensure alignment with its requirements. These coordination 
gaps, rather than the coexistence of two standards frameworks, contributed 
to delays and additional burden for clients. Interviews and case studies in 
India and Kenya similarly indicate that differences in sequencing and in-
terpretation, particularly where IFC enters later in the process, can create 
additional demands on clients. 

Conflicting Stakeholder Expectations 

Stakeholders hold divergent expectations for IFC’s standards update, partic-
ularly on how to balance stronger requirements with maintaining existing 
safeguards. Interviews with representatives of CSOs, representatives of the 
Bank Group Board, and IFC management indicate that IFC faces both inter-
nal and external pressures to strengthen standards in line with evolving peer 
practices. CSOs identify gaps between IFC’s standards and their application 
in practice, based on the evaluation’s review of CSO submissions on the 
Sustainability Framework update (box 2.7). In interviews, representatives 
of CSOs expressed conditional support for harmonization where it reduces 
duplication without lowering standards, raised concerns about potential 
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regression when aligning across institutions, and emphasized the impor-
tance of avoiding any reduction in the level of protection when aligning 
frameworks across institutions. This emphasis on maintaining standards—
often framed as “no loosening”—reflects concerns among some stakeholders 
about preserving existing safeguards, including in the context of CAO over-
sight. At the same time, other stakeholders emphasize the need for greater 
realism and differentiation in applying requirements across sectors and fi-
nancial instruments, reflecting variations in risk profiles and client capacity. 
These perspectives highlight a tension between maintaining uniform stan-
dards and introducing differentiated approaches, with stakeholders differing 
in how they assess the implications for the level of protection provided.  
Box 2.8 summarizes the range of stakeholder positions.

Box 2.7.  Civil Society Sees Gaps in Coverage, Implementation, and 

Rights-Based Protections in the Sustainability Framework

Civil society organizations (CSOs) generally acknowledge that the International Finance 

Corporation’s Sustainability Framework sets a high standard, but submissions— 

often drawing on projects with poor outcomes and formal complaints—highlight gaps 

between standards and their application in practice. Based on the evaluation team’s 

discussions with representatives from CSOs and a review of approximately 20 submis-

sions shared with the Independent Evaluation Group, these perspectives emphasize 

challenges in risk identification, consistent application of the Performance Standards, 

and follow-through on compliance, particularly in high-risk sectors and financial 

intermediary operations. CSOs also call for a shift from a predominantly risk-based 

mitigation approach toward a more rights-based approach that emphasizes harm 

avoidance and recognition of affected communities as rights holders. While sup-

porting an update of the Sustainability Framework, CSOs caution against weakening 

existing standards. 

Coverage gaps and incomplete framework areas. CSOs identify areas they consider 

insufficiently addressed, including trade finance, supply chains, climate change, 

consumer protection, and access to information. Many submissions highlight concerns 

related to stakeholder engagement, grievance redress mechanisms, and access to 

remedy, particularly in financial intermediary contexts where affected communities 

may have limited visibility and recourse. (continued)
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Box 2.7.  Civil Society Sees Gaps in Coverage, Implementation, and 

Rights-Based Protections in the Sustainability Framework 

(cont.)

Misalignment with evolving international standards. CSOs argue that the International 

Finance Corporation’s standards have not kept pace with developments in 

international practice since the last revision, including human rights due diligence 

frameworks, alignment with the Paris Agreement on climate change, and biodiversity 

standards associated with the Kunming–Montreal Global Biodiversity Framework. 

Implementation gaps and accountability in practice. CSO submissions point to 

challenges in implementation, supervision, and enforcement, citing concerns about 

how consistently requirements are applied over the project cycle. These concerns are 

most frequently raised for higher-risk sectors and financial intermediary operations, 

where the International Finance Corporation relies more on client systems and 

has more limited visibility into subprojects. Submissions also highlight perceived 

weaknesses in stakeholder engagement, disclosure, and grievance redress 

mechanisms, including accessibility and effectiveness.

Sources: CSO document submissions as part of the International Finance Corporation’s upcoming 
Sustainability Framework Update; Independent Evaluation Group.
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Box 2.8.  Civil Society, Staff, and Clients Have Differing Perspectives  

on the Compliance Advisor Ombudsman

Civil society organizations consistently view the Office of the Compliance Advisor 

Ombudsman (CAO) as an important accountability mechanism, and stakeholder 

perceptions of its role are relevant to understanding expectations around the 

Sustainability Framework, although CAO performance itself is not assessed in this 

evaluation. Engagement with international human rights organizations, advocacy 

groups, and community-based organizations indicates that many stakeholders 

perceive CAO as independent and comparatively assertive in its approach to 

compliance review and harm assessment, particularly in complex or cofinanced 

projects, consistent with findings from the External Review of IFC/MIGA E&S 

Accountability, Including CAO’s Role and Effectiveness. Some stakeholders indicated 

that this perception can influence where complaints are raised in joint operations. 

International Finance Corporation staff and management generally recognize CAO’s 

role while also noting operational implications. Staff described CAO processes as 

contributing to heightened risk sensitivity and, in some cases, a more cautious ap-

proach to engaging in higher-risk sectors or contexts. Some staff also observed that 

complaints, including those not ultimately substantiated, can require substantial man-

agement attention and may affect project timelines. 

Clients expressed mixed views. Some see the prospect of CAO scrutiny as an incen-

tive for stronger compliance and earlier risk management, while others highlighted 

concerns related to reputational exposure, procedural requirements, and increased 

public attention associated with complaints.   

Sources: Independent Evaluation Group; World Bank Group 2020.

Note: E&S = environmental and social; IFC = International Finance Corporation; MIGA = Multilateral 

Investment Guarantee Agency.
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3 |  Performance and Outcomes 

Highlights

Most International Finance Corporation (IFC)–financed projects 
achieve satisfactory environmental and social (E&S) performance 
at maturity—68 percent of direct investments and 83 percent 
of financial intermediary projects, averaged over the evaluation 
period—and performance has improved substantially since 2012, 
rising from 61 to 75 percent for direct investments and from 68 to 
89 percent for financial intermediaries. 

Most projects show E&S gains during IFC engagement, but about 
one-quarter do not. Twenty-two percent of projects maintained low 
ratings from appraisal through maturity, and 3 percent declined. 
Projects without improvement are concentrated in agribusiness 
and selected infrastructure subsectors. 

About 28 percent of direct investment projects were rated partly 
unsatisfactory or worse on Environmental and Social Action 
Plan implementation. The most common shortfalls involve 
water pollution and effluent discharge, occupational health and 
safety risks, and environmental and social management system 
deficiencies. About 4 percent of direct investment projects 
received an E&S rating of unsatisfactory at evaluation. 

Reporting gaps—including for land acquisition, Indigenous 
Peoples, and cultural heritage—limit compliance verification in a 
nontrivial share of projects. Among high-risk financial intermediary 
subportfolios, 23 percent of projects were rated less than 
satisfactory on verification of subclient compliance. 
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Where E&S risks are identified early and addressed consistently, 
there is evidence of improved practices; conversely, weak 
implementation of E&S requirements was associated with 
adverse outcomes in some cases. IFC’s monitoring focuses on 
Environmental and Social Action Plan implementation, rather than 
outcomes, limiting systematic visibility into E&S results. 

IFC’s E&S additionality is a significant driver of performance. 
Projects where IFC clearly delivered its intended E&S support 
were significantly more likely to achieve strong performance and 
improve over time.
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This chapter presents the evaluation’s findings on the Sustainability 

Framework’s performance and outcomes in IFC-supported projects.  
It analyzes E&S performance ratings, examines the nature of E&S shortfalls, 
reviews outcomes, and identifies key drivers of performance. The evidence 
shows that most IFC-financed projects achieve satisfactory E&S performance, 
and performance has improved substantially over the past decade. Yet, a 
meaningful share of projects underperform, and IFC’s own quality of engage-
ment is a significant driver of whether projects succeed.

IEG Ratings of E&S Performance 

Most IFC-financed projects achieve satisfactory E&S performance. IEG has 
validated IFC’s self-evaluations, known as Expanded Project Supervision 
Reports, since 2012 using a standardized methodology (described in box 3.1). 
Based on this methodology, IEG rated 68 percent of direct investments and 
83 percent of financial intermediary projects satisfactory or better on  
E&S performance at maturity, typically about five years after approval  
(figure 3.1). The remainder of this chapter describes and explains patterns 
in IFC projects’ E&S performance. For financial intermediary projects, rat-
ings primarily capture the effectiveness of systems and oversight rather than 
direct verification of subproject outcomes, meaning that risks within subproj-
ects may not be fully reflected.
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Figure 3.1.  Most IFC–Financed Projects Achieve Satisfactory E&S 

Performance

Share of projects rated satisfactory or better at maturity (%)
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Source: Independent Evaluation Group.

Note: The figure shows environmental and social performance at evaluation, a measure that sum-
marizes projects’ overall performance across all standards. The bars show the share of projects rated 
satisfactory or excellent at evaluation, by project type (direct investment and financial intermediary) and 
category. The full sample includes 210 direct investment projects, and 212 financial intermediary proj-
ects, evaluated under the 2012 policy. For direct investments, risk level: high risk (n = 34) and medium or 
low risk (n = 176); region: Africa (n = 55), Asia (n = 56), ECA (n = 33), LAC (n = 44), and MENA (n = 17); IDA: IDA 
(n = 58) and non-IDA (n = 142); FCV: FCV (n = 21) and non-FCV (n = 183); investment modality: corporate 
finance or equity (n = 138); and industry: Infrastructure (n = 80) and Manufacturing, Agribusiness, and 
Services (n = 126). For financial intermediary investments, risk level: high risk (n = 19) and medium or low 
risk (n = 188); region: Africa (n = 51), Asia (n = 65), ECA (n = 30), LAC (n = 46), and MENA (n = 11); IDA: IDA  
(n = 64) and non-IDA (n = 126); FCV: FCV (n = 20) and non-FCV (n = 166); and investment modality: financial 
markets (n = 160) and funds (n = 47). Categories with fewer than 15 projects are excluded from the chart. 
ECA = Europe and Central Asia; FCV = fragility, conflict, and violence; IDA = International Development 
Association; LAC = Latin America and the Caribbean; MENA = Middle East and North Africa.
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Box 3.1.  How IEG Rates IFC’s E&S Performance

The International Finance Corporation (IFC) self-evaluates its investment projects, and 

the Independent Evaluation Group (IEG) validates a stratified random sample, typically 

five to seven years after commitment, to assess development outcomes. Each year, 

the sample is designed to be representative of projects reaching maturity and covers 

approximately 40 percent of IFC’s investment portfolio. 

This evaluation draws on evidence from IFC-supported investment projects with 

results validated by IEG. Within this universe, the analysis uses the following project 

samples:  

 » All 956 projects approved under the 2006 and 2012 versions of the Sustainability 

Framework with validated environmental and social (E&S) performance ratings 

since FY 2012, of which 

 » 422 projects were approved under the 2012 Sustainability Framework, of which 

 » 132 projects (86 direct investments and 46 financial intermediary projects) were 

covered by the evaluation team’s desk-based project reviews, and 

 » 19 projects approved under the 2012 Sustainability Framework were assessed 

by IEG in the field through Project Performance Assessment Reports. 

For each validated project, IEG assesses the following performance dimensions: 

 » E&S effects: IEG assesses adherence to the Sustainability Framework’s  

requirements and verifies whether the project met the commitments set out in 

the Summary of Investment Information, the Environmental and Social Review 

Summary, and the Investment Agreement. 

 » Client’s E&S performance at appraisal: IEG assesses the client’s E&S gaps at 

appraisal with respect to applicable Performance Standards; World Bank Group 

Environmental, Health, and Safety Guidelines; and host country regulations. 

 » Client’s E&S performance at maturity: IEG assesses the client’s compliance with 

applicable Performance Standards; World Bank Group Environmental, Health, 

and Safety Guidelines; and host country regulations, as well as its implementation 

of Environmental and Social Action Plan (ESAP) commitments. (continued)
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Box 3.1.  How IEG Rates IFC’s E&S Performance (cont.)

 » IFC’s E&S additionality: IEG assesses the added value of IFC’s involvement 

and whether the expected E&S additionality outlined in the project’s Board of 

Executive Directors paper was delivered. 

 » IFC’s E&S performance (at appraisal and during supervision): IEG assesses how 

effectively IFC applied its own E&S review and supervision procedures. 

E&S ratings use a four-point scale: 

 » Excellent: the project exceeded IFC E&S requirements, delivering strong per-

formance and positive impacts and contributing to broader market or industry 

improvements. 

 » Satisfactory: the project met IFC requirements and host country regulations, 

implemented the ESAP, and avoided significant adverse E&S impacts. 

 » Partly unsatisfactory: the project did not fully meet IFC requirements or  

ESAP commitments, but deficiencies were addressed and did not result in mate-

rial E&S harm. 

 » Unsatisfactory: the project failed to meet IFC requirements or ESAP commit-

ments, with limited mitigation or responsiveness, or resulted in harm, such as 

accidents causing injuries or fatalities. 

Source: Independent Evaluation Group.

IFC clients’ E&S performance has improved over the evaluation period. The 
share of direct investment projects with E&S ratings of satisfactory or better 
increased from 61 percent to 75 percent between 2014 and 2024, while the 
share of financial intermediary projects with ratings of satisfactory or better 
rose from 68 percent to 89 percent, based on three-year rolling averages  
(figure 3.2). These gains represent substantial improvements. The upward trend 
is also evident when focusing only on projects approved under the  
2012 Sustainability Framework. 
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Broader company- and country-level factors contribute to improvements in 
E&S performance. At the country level, many governments have strengthened 
E&S laws and regulations, alongside wider adoption of international labor 
standards and increased public and corporate awareness of sustainability, 
climate change, and biodiversity risks. At the company level, E&S performance 
has become more commercially salient, influencing access to finance, compet-
itiveness, and reputation. Repeat clients have become more familiar with IFC’s 
requirements, and some first-time clients view the Performance Standards as 
a leading industry benchmark, particularly in the financial sector. Increased 
scrutiny from civil society and social media has also strengthened incentives 
for companies to manage E&S risks more proactively. 

The lowest E&S performance is found in higher-risk contexts. Projects 
categorized by IFC as high E&S risk—category A for direct investments and 
FI-1 for financial intermediary projects—receive E&S ratings that are 7 and 
10 percentage points lower than medium risk (category B and FI-2) projects, 
respectively. Projects in International Development Association countries 
and in countries classified as fragile and conflict-affected situations have the 
lowest ratings for both direct investment and financial intermediary proj-
ects; these contexts overlap with Africa, the region with the lowest average 
ratings. Manufacturing, Agribusiness, and Services is the industry with the 
lowest ratings (67 percent; see figure 3.1). These variations are consistent 
with higher underlying risks and greater implementation challenges, includ-
ing differences in regulatory frameworks, enforcement capacity, and client 
capabilities. For example, the somewhat higher ratings (71 percent) observed 
in Infrastructure projects likely reflect the characteristics of this sector, 
including larger firms, greater exposure to international requirements, and 
more established E&S systems, whereas firms in agriculture and services 
may be smaller, face fewer regulatory requirements, and have more limited 
existing E&S capacity.
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Figure 3.2.  E&S Performance Ratings Have Increased Over the Last  

10 Years
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b. Financial intermediary investments
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Source: Independent Evaluation Group.

Note: Rating methodologies differ for direct and financial intermediary investment projects; panels 
should not be read as directly comparable. The projects were assessed at maturity, using three-year 
rolling averages. Financial intermediary projects encompass financial market transactions and funds. 
E&S = environmental and social.
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IFC involvement coincides with improvements in E&S performance in most 
projects, though not all projects improve. IEG assesses clients’ adherence 
to the Performance Standards at appraisal and at maturity—typically about 
five years later—based on a set of evaluation criteria covering key aspects of 
E&S management. These data indicate that most projects show some im-
provement during IFC’s engagement, although only 52 percent of all projects 
demonstrate improvements that are sufficiently material to result in rat-
ing changes (59 percent of financial intermediary and 44 percent of direct 
investment projects). The team’s analysis does not establish a causal attri-
bution of IFC’s contribution to these improvements; however, the pattern of 
improving performance during IFC engagement is consistent with a positive 
role for IFC. 

About one-quarter of projects with E&S gaps at appraisal did not improve 
despite IFC’s involvement. Among direct investment projects, 30 percent 
remained rated unsatisfactory or partly unsatisfactory at both appraisal 
and maturity, and E&S performance ratings declined in 5 percent of these. 
Projects with persistently weak performance are concentrated in agribusi-
ness and selected infrastructure subsectors, which together account for 
54 percent of direct investment projects with low E&S ratings that did not 
improve. Against the bar applied to financial intermediary projects, 14 per-
cent remained rated unsatisfactory or partly unsatisfactory and 2 percent 
experienced a decline in performance (figure 3.3).
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Figure 3.3.  Many Projects Improve E&S Performance, but Some Do Not

Declined Remained low Remained high Improved

Direct investments

Financial intermediary investments

44%

59%

21%

25%

-30%

-14%-2%

-5%

Source: Independent Evaluation Group.

Note: The figure demonstrates changes in project environmental and social performance ratings from 
appraisal to evaluation. Projects in which no rating was provided at appraisal or evaluation were exclud-
ed from the analysis. Declined = any downward rating change; improved = any upward rating change; 
remained high = no change from satisfactory or excellent; remained low = no change from unsatisfacto-
ry or partly unsatisfactory. E&S = environmental and social.

Financial intermediary projects are more likely than direct investment proj-
ects to show improvements in E&S ratings. As noted, 59 percent of financial 
intermediary projects and 44 percent of direct investment projects demon-
strated improvements sufficient to result in higher E&S performance ratings 
between appraisal and maturity. One reason for this improvement is that 
many financial intermediaries start with less-developed E&S management 
systems, which makes progress and improvements more visible over time. 
In many cases, host country regulations do not require an ESMS, according 
to expert interviews, and engagement with IFC leads these institutions to 
establish such systems, contributing to improved E&S performance ratings. 
By contrast, in direct investment projects, real sector companies are more 
likely to have some form of ESMS in place at appraisal, often required under 
national regulations, which reduces the scope for improvement in ratings. 
Differences in applicable requirements also affect how performance is as-
sessed: direct investments are evaluated against all relevant Performance 
Standards; World Bank Group Environmental, Health, and Safety Guidelines; 
and additional criteria, whereas financial intermediary projects are primarily 
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assessed against Performance Standards 1 and 2 and the effectiveness of 
their oversight of subprojects. (Financial intermediaries are also required to 
apply Performance Standards to their subprojects if these have an E&S risk 
that triggers the Performance Standards.) This finding is based on the team’s 
review of the ratings criteria. Under these criteria, financial intermediary 
projects can receive positive E&S ratings even when weaknesses persist  
in portfolio oversight, meaning that risks within subprojects may not be  
fully reflected. 

Fund projects tend to achieve stronger E&S performance than other 
financial intermediary investments. A fund project is an IFC investment in 
a private equity or venture capital fund that then invests (“uses proceeds”) 
in underlying assets and companies. At evaluation, IEG rated 90 percent of 
fund projects’ E&S performance as satisfactory or better, compared with 
81 percent for all financial intermediary projects (figure 3.4). Project reviews 
indicate that funds generally apply IFC’s Performance Standards consistently 
and maintain relatively robust monitoring through annual reviews, site 
visits, and portfolio-level risk tracking. Funds often have more developed 
ESMSs in place at entry and typically manage fewer investments than other 
financial intermediaries, allowing more focused allocation of resources to 
E&S management, including dedicated staff and, in some cases, use of  
external expertise. These characteristics support stronger integration of  
E&S practices and contribute to performance outcomes. In effect, IFC’s E&S 
risk management approach is implemented through the fund’s own systems, 
which may also enhance portfolio value over time. Case studies show that 
IFC has supported funds in establishing and strengthening ESMSs used to 
manage risks across subportfolios. For example, in India, IFC’s entry as a 
limited partner in a private equity fund led to progressive strengthening of 
E&S systems where none had existed. Over successive fund years, the fund 
established an environmental, social, and governance committee; required 
portfolio companies to adopt its E&S policies; implemented action plans; 
incorporated E&S compliance into executive performance assessments; and 
expanded board engagement to support follow-through. These measures 
contributed to improvements in E&S management across portfolio 
companies, including more formalized labor practices and pollution controls.
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Figure 3.4.  E&S Performance of Funds Is Rated Mostly Satisfactory  

or Better
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Source: Independent Evaluation Group.

Note: E&S = environmental and social.

E&S Reporting Gaps 

Reporting gaps limit the evaluation team’s ability to fully assess E&S 
performance, particularly for complex social risks. Some projects have gaps 
in assessed areas—that is, IFC records did not contain the information 
needed to assess clients’ adherence to some of the triggered Performance 
Standards. In these instances, neither IFC nor IEG can determine whether 
clients adequately complied. Such gaps occur most often in Performance 
Standard 5 (Land Acquisition and Involuntary Resettlement), Performance 
Standard 7 (Indigenous Peoples), and Performance Standard 8 (Cultural 
Heritage), all of which involve complex social risks with potential for 
significant adverse impacts (figure 3.5). The evaluation team identified eight 
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projects for which Performance Standard 7 was relevant but for which no 
opinion could be formed on performance. These challenges predominantly 
relate to documentation gaps, arising both from limited client engagement 
and, in some cases, from limitations in how Performance Standard 7 was 
identified and triggered at appraisal. One example is a South American 
water logistics investment, in which IFC’s appraisal relied on the client’s 
assessment that Indigenous Peoples were not present in the project’s area 
of influence. As a result, the project did not trigger Performance Standard 
7, and the ESAP included no actions specific to Indigenous Peoples. During 
supervision, IFC later identified Indigenous groups in the area of influence, 
including groups reporting adverse effects linked to the client’s operations. 
The client’s Annual Monitoring Reports did not address these issues, 
reflecting the absence of Performance Standard 7–based requirements 
established at appraisal. This situation limited IFC’s ability to require and 
document consultation, impact mitigation, disclosure, and management 
of effects on lands and resources under customary use. By contrast, 
Performance Standards 1 and 2—which are applied more consistently—
exhibit fewer reporting gaps. Although reporting gaps do not necessarily 
imply harm, their occurrence in areas such as Indigenous Peoples is an 
indication that implementation systems may not consistently surface 
evidence, even for higher-risk standards.
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Figure 3.5.  Insufficient E&S Performance Reporting Creates Unidentified 

Gaps for Some Aspects

S
ha

re
 o

f p
ro

je
ct

s 
w

ith
 N

O
P

 (%
)

Performance Standards

0

5

10

15

20

25

30

35

40

PS1 (
n =

 21
2)

PS2 (
n =

 21
3)

PS3 (
n =

 20
6)

PS4 (
n =

 18
6)

PS5 (
n =

 39
)

PS6 (n
 = 

51
)

PS7 (
n =

 8)

PS8 (n
 = 

16
)

Source: Independent Evaluation Group.

Note: The figure shows the percentage of projects with NOP at evaluation by applicable Performance 
Standard. E&S = environmental and social; NOP = no opinion possible; PS = Performance Standard.

IEG evidence shows both downstream E&S compliance gaps and 
limitations in IFC’s ability to verify clients’ performance in high-risk 
financial intermediary subportfolios. Among applicable high-risk financial 
intermediary projects, 24 percent were rated less than satisfactory on clients’ 
verification of subclient compliance with E&S requirements, indicating 
challenges in how E&S risks are managed downstream. In an additional 
4 percent of cases, IEG could not assign a rating because documentation 
was insufficient, pointing to gaps in the information that IFC relies on to 
assess subportfolio performance. While IFC undertakes additional oversight 
measures in higher-risk financial intermediary operations—such as 
reviewing samples of investment documents, assessing E&S due diligence, 
and conducting selective validation visits—IEG ratings indicate that IFC’s 
quality of work in verifying clients’ compliance is less than satisfactory in 
23 percent of cases, with an additional 5 percent lacking sufficient evidence 
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to rate. Taken together, these findings indicate that for a meaningful share 
of high-risk financial intermediary subportfolios, IFC either identifies 
compliance challenges or lacks sufficient information to assess performance. 

Compared with its peers, IFC’s policy framework provides less explicit 
guidance on how high-risk financial intermediary subportfolio compliance 
is verified in practice. As documented in appendix B, several MDBs address 
downstream risks through stand-alone financial intermediary standards 
or clearer differentiation of verification approaches across instruments 
and risk profiles. This represents a difference in how requirements are 
articulated at the policy level. At the same time, verification challenges in 
financial intermediary subportfolios reflect, in large part, implementation 
constraints rather than the absence of formal requirements. IFC relies 
largely on client reporting, complemented by targeted supervision of 
selected subprojects, which contributes to documentation gaps and limits 
IFC’s ability to independently verify E&S compliance in higher-risk financial 
intermediary subportfolios, consistent with the share of projects rated less 
than satisfactory or not ratable because of insufficient evidence. 

Performance Shortfalls 

ESAP implementation is closely associated with overall E&S performance. 
Shortfalls in E&S performance are closely associated with clients’ partial im-
plementation of requirements, with a strong correlation between IEG ratings 
of ESAP implementation and overall E&S performance (Spearman ȡ = 0.78,  
p <.001; Kendall Ĳ = 0.78). IEG rated 28 percent of direct investment projects 
as partly unsatisfactory or worse on ESAP implementation, noting that a 
project can still receive a satisfactory rating on this indicator even when some 
ESAP items remain unmet because not all ESAP elements carry equal weight. 

The most frequent E&S risks observed relate to wastewater management  
and worker protection. The team reviewed evaluation reports from  
53 projects with low implementation ratings to identify the types of risks 
associated with ESAP shortfalls. The most common were water pollu-
tion and effluent discharge (42 percent of projects), occupational health 
and safety risks (34 percent), and ESMS implementation and reporting 
deficiencies (32 percent), followed by other risks such as air emissions 
and greenhouse gases (figure 3.6). Box 3.2 provides examples of these 
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shortcomings. These patterns were often associated with challenges in im-
plementing measures such as pollution control and worker protection, which 
can involve significant costs.

Figure 3.6.  Risks Associated with Less-Than-Satisfactory Implementation 

of ESAPs
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Source: Independent Evaluation Group.

Note: n = 53 direct investment projects with partly unsatisfactory or unsatisfactory ESAP implementation 
ratings. ESAP = Environmental and Social Action Plan; ESMS = environmental and social management 
system; GHG = greenhouse gas.

A small share of projects show signs of significant E&S challenges. It draws  
on both IEG performance ratings and the incidence of substantiated  
CAO complaints. IEG’s data show that most clients improve their E&S perfor-
mance with IFC’s engagement, while a small share do not. IEG rated 11 of the  
422 projects approved under the 2012 Sustainability Framework as unsatis-
factory on E&S performance at maturity: about 4 percent of direct investment 
projects and 1 percent of financial intermediary projects received the  
lowest E&S ratings. A separate indicator is the share of projects associated with 
substantiated CAO complaints, which captures a different population and is 
introduced here as a point of reference. Use of this indicator shows that about 
2 percent of projects approved between FY12 and FY25 were associated with 
complaints in which CAO confirmed noncompliance or E&S harm.
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Box 3.2.  Examples of Projects Rated Partly Unsatisfactory or 

Unsatisfactory on E&S Performance

Some projects were rated partly unsatisfactory or unsatisfactory on environmental  

and social (E&S) performance because of client challenges in implementing  

E&S requirements: 

 » Health care expansion in Eastern Europe. The International Finance Corporation 

(IFC) financed US$16.5 million of a US$26 million plan to expand diagnostic and 

treatment capacity. Screened as category B with Environmental and Social Action 

Plan (ESAP)–linked disbursements, the project stalled when a major hospital  

extension was postponed after it failed to secure life and fire safety certifications. 

By evaluation, key ESAP actions remained incomplete: wastewater exceeded 

limits, life and fire safety recommendations were not fully implemented, and 

emergency response capacity remained weak. While occupational health and 

safety indicators were acceptable, overall E&S performance under Performance 

Standards 1 through 4 was rated partly unsatisfactory because of gaps in monitor-

ing, effluent management, and life and fire safety compliance. IFC’s supervision 

was rated satisfactory, but limited client follow-through slowed remediation. 

 » Bakery facility expansion in Latin America. IFC provided a US$40 million loan for 

a US$89 million expansion, adding five production lines for toasts and sweets. 

The project was category B, with most ESAP items completed, but key environ-

mental and social management system upgrades and the wastewater treatment 

plant lagged behind production growth. Supervision included Annual Monitoring 

Report reviews and site visits, yet pollution prevention performance remained 

partly unsatisfactory. 

IFC supervision challenges also contributed in some cases: 

 » Africa fintech expansion. IFC invested up to US$40 million in equity to expand 

access to finance and mobile financial services in a category B project with 

an ESAP covering Performance Standards 1 through 4. A major scope change 

occurred when the company acquired another group. During implementation, 

supervision activities were limited: Annual Monitoring Reports were incomplete 

or waived, site visits were not conducted, and two worker fatalities were reported 

late with limited detail. Evidence on environmental and social management  

 (continued)
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Box 3.2.  Examples of Projects Rated Partly Unsatisfactory or 

Unsatisfactory on E&S Performance (cont.)

system implementation and compliance with Performance Standards 3 and 4 was 

insufficient, leaving aspects of resource efficiency and community safety unas-

sessed. 

 » Africa mining project. IFC invested US$19.17 million in equity in a mine classified 

as category A because of high environmental and community risks. The client did 

not complete several ESAP actions, submitted only one limited Annual Monitoring 

Report, and made a design change that resulted in prolonged discharge of con-

taminants. Additional issues included delays in resettlement, biodiversity impacts, 

and irregular effluent discharge. Review evidence raises questions about whether 

the initial risk profile and supervision approach were adequate for the project 

context, particularly given constraints on site supervision during an epidemic. IFC 

subsequently pressed for corrective actions, including suspension of operations, 

but noncompliance persisted as the project moved toward bankruptcy.

Source: Independent Evaluation Group.

E&S Outcomes 

IFC’s monitoring emphasizes E&S actions and outputs rather than real-
world outcomes, limiting visibility of E&S benefits. IFC tracks clients’ 
progress primarily through ESAP implementation, site visits, and risk 
ratings, but it does not track E&S outcomes—the changes experienced in 
communities, ecosystems, and workplaces as a result of IFC-supported 
investments. Outcomes may be positive (such as improved worker 
safety or reduced pollution) or negative (including land and livelihood 
impacts, biodiversity loss, or community health and safety risks). IFC’s 
Anticipated Impact Measurement and Monitoring framework also does 
not systematically track these outcomes because meeting the Performance 
Standards’ requirement is considered the baseline in the Anticipated Impact 
Measurement and Monitoring context unless there are additionalities. The 
evaluation’s review of Anticipated Impact Measurement and Monitoring 
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indicators across 50 projects identified only seven indicators in 7 projects 
that tracked E&S outcomes relevant to the Sustainability Framework, mostly 
related to greenhouse gas emissions. Some IFC clients collect outcome 
data because of national regulations or voluntary environmental, social, 
and governance reporting—such as fatalities, injuries, emissions, waste, or 
complaints—but this information is often partial, aggregated at the company 
level, or inconsistently defined, making IFC’s contribution difficult to assess. 
More systematic outcome monitoring could increase client awareness of the  
benefits of effective E&S management and potentially strengthen incentives 
to sustain systems after IFC’s exit. However, portfolio-wide outcome tracking 
faces substantial methodological and practical constraints, including missing 
baselines, long time horizons, reliance on perception-based social data, 
strong influence of external factors, and nontrivial costs relative to project 
size—limitations widely recognized in the evaluation literature and echoed 
in interviews and case studies. 

Publicly available information on E&S outcomes is skewed toward negative 
cases. IFC does not publicly disclose systematic E&S outcome data for its 
portfolio, whereas CAO cases (which, by design, document realized harm) are 
fully public. This creates an imbalance in accessible evidence, with detailed 
and wide reporting on negative outcomes and limited visibility for positive 
ones. IFC has not systematically counterbalanced this asymmetry with public 
reporting on favorable E&S outcomes or on overall development impacts. 

Positive outcomes typically arose where risks were identified early, cli-
ents integrated E&S measures, and IFC maintained active engagement and 
follow-through on agreed-on actions. The case studies identified numerous 
E&S outcomes, although the evaluation found it difficult to assess the bal-
ance of results or the extent of IFC’s positive E&S contributions because of 
the aforementioned information gaps. Environmental outcomes were gener-
ally easier to observe and document than social ones. Outcomes followed the 
risk mitigation hierarchy, from risk avoidance (rerouting to prevent displace-
ment) to risk mitigation (investments in safety, pollution control, and noise 
abatement) and compensation or restoration (support to affected vendors  
or households): 
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 » Risk avoidance. In Gabon, rerouting a railway alignment avoided contested 

land and displacement by incorporating civil society concerns at an early 

stage. In Jordan, IFC required a wind farm developer to relocate turbines away 

from a nearby village before construction, thereby preventing community 

impacts and eliminating the need for compensation. In Viet Nam, ring- 

fencing green loan proceeds and applying exclusion criteria helped support 

the avoidance of higher-risk activities. In a large airport expansion,  

IFC linked initial disbursement to early installation of noise-reduction mea-

sures, giving the client strong incentives to act before impacts materialized. 

 » Risk mitigation. A manufacturing plant in Kenya had no formal occupational 

health and safety procedures in place. The project had to design a supply 

chain management plan for addressing significant safety risks and preventing 

child labor in scrap collection. The procedures include requirements to 

conduct annual sensitization sessions with the selected scrap dealers to 

mitigate child labor and safety risks. However, the project had still not 

adequately addressed the occupational health and safety risks, particularly 

in the upstream scrap metals supply chain, despite IFC raising the issue and 

suggesting corrective actions. 

 » Compensation or livelihood restoration. In Colombia, IFC worked with 

concession companies in a transport public-private partnership to develop 

resettlement action plans and compensation frameworks that went beyond 

national legal requirements, including assistance for informal vendors and 

tenants affected by temporary resettlement or construction-related access 

disruptions. Local stakeholders reported that these measures improved trans-

parency, access to grievance mechanisms, and perceptions of fair treatment, 

helping the project maintain its social license to operate. 

Weak implementation of E&S requirements was associated with adverse 
outcomes in some cases. For example, in Myanmar, a leasing operation as-
sociated with tobacco-related activities proceeded after the investment was 
classified as low E&S risk, leading to more limited appraisal and supervision 
of downstream impacts. In Belarus and Brazil, incomplete appraisal was as-
sociated with impacts on land and Indigenous Peoples. In the Arab Republic 
of Egypt, wastewater treatment upgrades were delayed because of shifting 
client priorities. In India and Nigeria, life and fire safety gaps persisted where 
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necessary investments were delayed and concerns were not consistently es-
calated during supervision. In Liberia, Myanmar, and Pakistan, compensation 
and livelihood support were incomplete, reflecting a combination of legal 
constraints, limited client commitment, and resource gaps. These examples 
suggest that adverse outcomes are more likely where ESAP implementation 
is incomplete and escalation during supervision is limited. 

Determinants of Performance 

E&S performance in IFC-financed projects depends on a client’s commit-
ment and capacity for E&S management and IFC’s support during appraisal 
and supervision. The Sustainability Framework assigns clients the respon-
sibility for adhering to the Performance Standards, while IFC is accountable 
for setting high-level principles and monitoring implementation under 
the Policy on E&S Sustainability and for publicly disclosing project infor-
mation under the Access to Information Policy. Clients’ implementation 
gaps—caused by weak capacity, knowledge, incentives, or management com-
mitment—can undermine compliance and effectiveness, especially where 
responses during supervision are not timely or sufficient, as illustrated in the 
Africa fintech example in box 3.2. These weaknesses arise during implemen-
tation rather than from gaps in the Sustainability Framework’s requirements. 

Client capacity and country context shape how well the client implements 
IFC’s requirements. The evaluation team’s interviews and case studies 
found that IFC’s monitoring was easier and more collaborative when clients 
had strong internal E&S teams and countries’ regulatory environments 
aligned with IFC standards. In Türkiye, large banks and corporations had the 
capacity to maintain robust ESMSs and provided regular reporting. A fund 
focused on sustainable environmental opportunities in Asia hired two full-
time ESMS managers, implemented annual audits, and followed through on 
corrective actions. While some occupational health and safety incidents—
that is, adverse outcomes—occurred, they were addressed promptly. Smaller 
financial intermediaries and agribusiness clients who were interviewed in 
Guatemala and India struggled with data quality and timely compliance. 
Clients often expressed a need for more tailored guidance and capacity-
building support, particularly for small and medium enterprises and clients 
in markets with weak regulatory frameworks, to help them translate their 
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E&S engagement with IFC into real improvements rather than partial or 
compliance-focused implementation. 

IFC’s E&S support to clients is associated with E&S performance in a statis-
tically significant manner. Specifically, projects in which IFC clearly outlined 
and fulfilled its intended E&S additionality saw greater improvements in 
clients’ E&S performance over time. This is particularly true when clients 
lack adequate E&S capacity at appraisal. The evaluation team’s econometric 
analysis of the Expanded Project Supervision Report validation data found 
that projects rated positive on IFC’s E&S additionality—that is, IFC’s  
involvement in that project clearly added value or IFC successfully delivered 
the E&S additionality outlined in the project’s Board paper—were signifi-
cantly more likely to achieve strong E&S performance and to improve over 
time (appendix A). This relationship held across both direct investment  
and financial intermediary projects. This finding resonated across the  
evaluation case studies, in which IFC staff and clients praised IFC’s appraisal  
process for its ability to identify risks early, set a high bar for E&S risk 
management, and support the development of detailed ESAPs—which in 
turn provide strong compliance foundations. The finding was echoed in the 
project reviews. For example, in the fund project focused on sustainable 
environmental opportunities in Asia, IFC set conditions for strengthening 
the fund’s ESMS—including leadership appointments, policy revisions, staff 
training, and GRM enhancements—and maintained close engagement with 
joint monitoring missions and technical assistance. The econometric anal-
ysis also indicated that high-quality IFC work at appraisal and supervision 
was positively associated with performance, particularly in financial inter-
mediary projects. However, client organizational capacity at approval did not 
consistently predict better outcomes and, in some models, was negatively 
associated with improvement over time. These findings demonstrate that  
IFC’s own role and engagement may be stronger drivers of E&S success than 
client readiness alone (box 3.3).



.RH
I

T
I

RH
I

RX�*
ZEPY

EXMS
R�,

VS
Y

T
Ʋ

W
o

rld
 B

ank G
ro

up
Ʋ

Ʋ
Ʋ

Ʋ
59

Box 3.3.  Importance of the IFC E&S Additionality and Client Capacity in 

the Econometric Findings

The rating on International Finance Corporation (IFC) environmental and social (E&S) 

additionality is based on the following factors: (i) the E&S support, or additionality, 

that IFC outlined in the project’s Board of Executive Directors paper (the document 

underpinning a project’s formal approval); (ii) whether IFC successfully delivered that 

support; (iii) whether IFC supported clients in improving their E&S management system 

and building E&S capacity; (iv) whether IFC contributed to identifying and mitigating 

E&S risks; and (v) whether IFC contributed to introducing additional E&S improvements, 

such as carbon trading or energy efficiency measures. A positive rating indicates that 

IFC fulfilled or exceeded its commitment. 

The econometric analysis finds positive and statistically significant coefficients for  

IFC’s E&S additionality in both direct investment and financial intermediary projects. 

This finding indicates that IFC’s E&S support to clients is correlated with better  

E&S performance and a higher likelihood of projects improving their E&S performance 

between appraisal and maturity. 

The indicator of client capacity measures a client’s ability to implement an  

E&S management system, including assigning roles, providing adequate resources, 

and ensuring that staff have the necessary skills at appraisal. Projects with high client 

capacity at appraisal typically achieve strong initial E&S performance, leaving less 

room for further improvement by the time of evaluation. This is reflected in the econo-

metric results: a higher rating for client capacity at appraisal is associated with smaller 

gains in E&S performance over the project life cycle, simply because these projects 

start out well prepared and face a ceiling effect. 

The interaction between IFC’s additionality and client capacity is not statistically  

significant for either direct investment or financial intermediary projects, meaning there 

is no statistically clear differential in the effectiveness of IFC support to high- and  

low-capacity clients. Overall, the analysis shows that IFC’s engagement is associated 

with E&S performance improvements.

Source: Independent Evaluation Group.
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IFC’s hands-on E&S support has clear added value. Evidence across regions 
shows consistently positive contributions to client outcomes when  
IFC provides early and sustained engagement—through tailored workshops, 
technical guidance, and practical tools delivered either through advisory 
services or as part of monitoring. Such support helped clients build ESMSs, 
implement ESAPs, and institutionalize good practices. In Colombia and 
Guatemala, for example, advisory support strengthened GRMs and stake-
holder engagement, turning what could have remained project-specific 
requirements into organization-wide systems. Most clients interviewed for 
the evaluation (67 percent) valued IFC’s constructive engagement and the 
tools it provided. Case studies indicate continued demand for more tailored 
guidance and capacity-building support, particularly for small and medium 
enterprises and clients in markets with weaker regulatory frameworks, and 
for access to IFC expertise on complex risks such as labor or biodiversity. 

Remote or infrequent E&S supervision and monitoring can limit timely 
identification and response to risks, particularly in contexts with constrained 
client capacity or less-familiar risk areas. In a dairy farm project in Africa, 
IFC identified key E&S risks at appraisal and required corrective actions 
through an ESAP, but follow-through during implementation was limited. 
The client did not establish core environmental, health, and safety systems 
or fully implement required procedures for waste management, chemical 
handling, transport safety, or structural and fire safety. Supervision did 
not consistently verify completion of ESAP actions or ensure submission 
of monitoring reports, and significant noncompliance persisted at evalu-
ation. In a Russian Federation fund project (approved before sanctions), 
improvements in ESMSs were only partial, and gaps in monitoring and docu-
mentation limited verification of portfolio-level E&S performance.  
The GBV deep dive found that clients in two pharmaceutical projects were 
slow to respond to corrective action requests, and escalation during super-
vision was limited. Both projects experienced persistent adverse incidents, 
raising concerns about how effectively E&S requirements are enforced when 
noncompliance continues. 

Specialist GBV support during supervision can identify material risks that 
standard appraisal and monitoring tools may miss and thus can result in 
timely corrective action. Many GBV risks are relatively newly reflected in 
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E&S practice and are not always well understood by clients or nonspecialist 
staff. IFC projects typically receive limited specialist GBV input during  
implementation, with support often focused on desk reviews for  
higher-risk projects and mediated through investment teams. Although 
IFC has strengthened its expertise related to GBV in recent years, specialist 
resources remain stretched across the portfolio. Evidence from the GBV deep 
dive shows that closer involvement can uncover previously unrecognized 
risks and strengthen corrective actions. In one off-grid solar project, tar-
geted specialist engagement helped identify gaps in coverage beyond direct 
employees and led to expanded GRM, training, and safety protocols across 
worker groups. 

Clients are most likely to sustain positive E&S outcomes when IFC maintains 
active implementation support throughout the investment period. Evidence 
from Project Performance Assessment Reports shows that early improve-
ments from IFC engagement can weaken over time when supervision shifts 
toward client self-reporting and desk-based review. In such cases, follow-up 
on reporting, incident notifications, and corrective actions can be slower, 
and some issues remain unresolved for extended periods. In contrast, cases 
where IFC maintained active engagement—including pressing for supplier 
audits or corrective measures—showed stronger and more sustained im-
plementation outcomes, highlighting the importance of continued support 
beyond appraisal.
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4 |  Implementation Arrangements 

Highlights

The International Finance Corporation has expanded its 
environmental and social staffing and applies risk-based 
supervision, but workload intensity, compressed timelines, and 
access to specialized expertise affect the consistency and depth 
of supervision, monitoring, and hands-on client support. Evidence 
from validations and staff interviews points to gaps in timely risk 
reassessment and the intensity of site supervision in some projects. 

Monitoring is concentrated in higher-risk projects, but gaps 
in documentation and uneven client reporting—particularly 
for complex social risks—limit consistent assessment of 
implementation and tracking of Environmental and Social Action 
Plan commitments across the portfolio. 

Disclosure and grievance redress mechanisms are widely 
established, but their quality and use are uneven. Information 
disclosed during implementation is often insufficient to track 
progress or emerging risks, and grievance redress mechanisms do 
not consistently generate evidence on use, responsiveness, and 
resolution, limiting early problem identification and accountability. 

The International Finance Corporation’s learning on environmental 
and social issues is often shaped by high-profile cases and 
reactive processes, while systematic use of supervision data and 
documentation to identify recurring issues and inform forward-
looking improvements remains limited. 
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In joint operations with the World Bank, the International Finance 
Corporation relies on project-specific coordination arrangements. 
In the absence of shared tools or clearer procedures, this 
coordination can increase transaction costs, lead to some 
duplication of processes, and reduce clarity on roles and 
responsibilities for clients and staff.
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This chapter presents findings on IFC’s implementation arrangements, 

including E&S monitoring, staffing, client perceptions, reporting, disclosure, 

data systems, and learning. It finds that IFC has expanded E&S staffing 
and applies risk-based supervision, but implementation remains uneven, 
reflecting inconsistencies in how supervision intensity is implemented in 
practice across similar risk contexts, the timeliness of risk reassessment, 
and the consistency of documentation and client reporting. Monitoring and 
adaptive management are affected by workload pressures and variation in 
the quality of available information, while GRMs and learning systems do 
not consistently support early problem identification or forward-looking 
improvement.

IFC’s Monitoring and Staffing

IFC has a well-established, data-driven risk rating system to calibrate  
E&S monitoring by project risk, but design limitations reduce its usefulness 
for tracking performance and informing decisions over the project cycle. At 
appraisal, IFC uses a three-tier risk classification system based on up-front 
due diligence, and these classifications remain fixed over the life of the 
project. By contrast, the World Bank’s ESF uses a four-tier system in which 
project risk classifications can be revised during implementation. IFC’s  
up-front system places most projects—about 70 to 80 percent—in the middle 
category, creating a broad and internally heterogeneous group of  
medium-risk projects. During implementation, IFC uses internal  
E&S risk ratings (ESRRs) at the client level to calibrate the depth and fre-
quency of monitoring. ESRRs are based on the performance and outcomes 
of IFC-financed projects, and ratings of 3 or 4 are intended to signal under-
performance and trigger heightened scrutiny. These ratings also generate 
a high-risk flag, which requires additional review before a client can be 
considered for new investments. However, because ESRRs are assigned at 
the client rather than project level, they are less well suited to tracking 
performance for individual projects over time, particularly where a client has 
multiple operations with different E&S risk profiles. The World Bank also 
uses E&S performance ratings during implementation to inform escalation 
and enhanced supervision, but these are applied at the project level. 
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IFC generally uses risk ratings as intended, but they do not always provide a 
timely or sufficiently granular signal of changing project risks. According to 
IEG validation, IFC’s initial E&S categorization of projects (A, B, and C,  
and for financial intermediaries, FI-1, FI-2, and FI-3) is appropriate in 
99 percent of cases. These categorizations differ from ESRRs, which are 
dynamic tools used after disbursement to assess risk during implementation. 
Among the 1,959 unique clients with ESRRs, 73 percent did not experience a 
rating change, while 28 percent had changes at some point. This pattern sug-
gests that IFC staff use ESRRs primarily to signal material underperformance 
and trigger escalation rather than as a more continuous indicator of chang-
ing underlying risk (figure 4.1). Interviews also suggest that ESRRs are not 
always adjusted in a timely way. As one staff member in East Africa noted, 
“The ratings do not reflect what is actually happening on the ground—they 
are just static labels.” Interview evidence suggests that staff may face dis-
incentives to adjust ratings in either direction: upward revisions trigger 
additional oversight and approvals, whereas downward revisions can require 
substantial reassessment, reporting, and verification. As a result, ESRRs are 
less effective than intended as a tool for tracking changes in risk over the 
project cycle.
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Figure 4.1.  E&S Risk Ratings at a Client Level Often Change During 

Supervision, Underscoring the Need for Adaptive Monitoring 

Share of clients (%)

All IFC clients

Risk rating never changed

0 20 40 60 80 100

World

Middle East, Central Asia, 
Türkiye, Afghanistan, and Pakistan

Latin America and the 
Caribbean, and Europe

&WME�ERH�XLI�5EGMǻG

Africa

Risk rating worsened Lo Risk rating improved
and worsened

72

89

66

68

77

74

Risk rating improved

Sources: Independent Evaluation Group; International Finance Corporation.

Note: E&S = environmental and social; IFC = International Finance Corporation.

Tight appraisal timelines and incentive structures constrain the depth of 
E&S due diligence, with implications for risk identification. E&S specialists 
operate within compressed appraisal schedules linked to investment targets, 
which can limit the time available to assess risks and client capacity in 
complex projects. Interview evidence indicates that these pressures can 
affect the completeness and depth of due diligence and make it more 
challenging to meet expected standards consistently. Incentives also shape 
this process: investment teams are primarily evaluated on deal origination 
and delivery, while E&S specialists are responsible for risk management, 
creating tensions in how time is allocated during appraisal (figure 4.2). 

The increased use of remote due diligence during COVID-19 illustrates the 
importance of engagement modes for assessing risk and client capacity. 
For some lower-risk projects, IFC relies on virtual reviews and consultant 
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reports, which can limit direct observation and engagement. These practices 
became more widespread during the COVID-19 pandemic, when travel 
restrictions constrained field-based due diligence and coincided with a decline 
in ratings for projects evaluated in 2020 and 2021. Case evidence suggests 
that remote engagement can affect the accuracy of risk identification and the 
realism of ESAPs in certain contexts. For example, in a project in Viet Nam, 
remote interactions contributed to an overestimation of client capacity and to 
the identification of risks that proved difficult to manage in implementation.  
IFC subsequently downgraded the ESRR to reflect emerging risks, but the client 
has continued to face challenges in meeting agreed-on requirements.

Figure 4.2.  Staff Identify Capacity, Systems, and Client Factors as Key 

Constraints on Consistent Implementation 

Country context and
regulatory environment

Fa
ct
o
rs

0 20 40 60 80 100

Share of responses (%)

Internal incentive
structures

IFC hands-on
support to client

Adequate systems and 
reporting requirements

Organizational changes
to E&S architecture

Client capacity
and resources

.+(�WXEǽRK�GETEGMX]

Positive perception of factor Negative perception of factor

Source: Independent Evaluation Group.

Note: E&S = environmental and social; IFC = International Finance Corporation.

E&S risk monitoring shows gaps in coverage, quality, and follow-up.  
IFC tracks “knowledge gap” projects—those with outdated or missing risk 
ratings—indicating incomplete visibility of active E&S risks. Over the 
evaluation period, the share of such projects remained small, averaging 
4 percent and peaking in FY25 with a 7 percent knowledge gap, suggesting that 
some medium- and high-risk projects lack up-to-date monitoring information. 
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Further, IEG ratings identify quality gaps in monitoring and communication. 
IEG rated E&S site supervision and client communication less than 
satisfactory in 16 percent of financial intermediary projects (n = 167) and 
12 percent of direct investment projects (n = 205). IFC’s desk reviews of 
client annual reports also fall short in flagging gaps and communicating 
risks in 10 percent of direct investment projects (n = 200) and 6 percent 
of financial intermediary projects (n = 194). Follow-up on identified gaps 
remains uneven. When monitoring identifies issues requiring client action, 
IFC’s follow-up and tracking are less than satisfactory in 16 percent of 
financial intermediary projects (n = 168) and 11 percent of direct investment 
projects (n = 203), according to IEG ratings, pointing to weaknesses not only 
in risk detection but also in closing the loop on  
E&S risk management. 

Capacity constraints contribute to delays and uneven intensity in E&S 
supervision. E&S staff in Africa, Asia, and other regions reported being 
heavily overloaded with other tasks and unable to respond promptly to 
client needs or conduct necessary field supervision. There are large backlogs 
for staff in reviewing clients’ annual E&S reports, with 31 percent of 
projects in Asia and 26 percent in Africa having backlogs as of July 2025. 
According to IFC’s monthly E&S performance report, half of all projects 
have one or more ESAP actions overdue, which can be due to clients’ delays 
or E&S staff backlogs that lead to slow follow-up and updating of internal 
data. Interviews and expert consultations indicated that due diligence on 
social risks requires skill sets that differ from those used in environmental 
assessments and that gaps in expertise in specific social risk areas within  
IFC may contribute to weaknesses in the identification and implementation 
of measures to manage social risks. 

Monitoring gaps are closely linked to supervision intensity and docu-
mentation practices. IEG validation indicates that weaknesses in project 
monitoring are often associated with limited site supervision visits and 
incomplete documentation. Peer comparison provides context: several MDBs 
have formalized differentiated and adaptive supervision approaches across 
instruments and risk categories, whereas IFC relies more on guidance, key 
performance indicators, and staff judgment to calibrate supervision inten-
sity. This approach allows flexibility but places greater weight on available 
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resources and staff judgment, which contributes to recurring gaps in super-
vision intensity, documentation, and follow-through. 

Workload pressures and staffing patterns affect supervision continuity and 
quality. IFC has increased its core E&S specialist cohort by approximately 
38 percent—from 93 staff in FY12–14 to 129 in FY23–25 (figure 4.3). The 
number of new project approvals (excluding low-risk ones) stayed relatively 
constant over the period, excluding the COVID-19 years, while other 
indicators of workload, such as the number of client visits per staff, stayed 
roughly constant between FY21 and FY25 (more data are available for those 
years). Yet work allocation across regions is unbalanced. In FY25, staff in 
Africa and in Asia and the Pacific averaged 9 or 10 operational trips per core 
staff member, more than double the average for staff in Europe and Latin 
America and the Caribbean. Likewise, Africa, Asia, and the Pacific manage 
more high-risk projects per staff than other regions, yet E&S specialists 
reported persistent overwork, with 93 percent of IFC staff identifying 
workload as a key constraint on staff capacity (figure 4.2). Evidence from  
IFC regional hubs in at least three of IEG’s five case studies indicates that 
staff supervise large portfolios, which can make it difficult to conduct 
thorough site visits or track emerging risks (staff workload pressure appeared 
to be a lesser concern in two other hubs). Moreover, E&S staff cover a wide 
set of risks, including GBV and other social risks, where levels of specialized 
expertise may vary. Currently, four GBV regional specialists cover all nine 
subregions, with only a single specialist responsible for three subregions 
within Africa. For comparison, the World Bank assigns two GBV specialists 
to each region. These workload pressures can affect the consistency of IFC’s 
monitoring and increase the likelihood that E&S performance gaps remain 
unaddressed. Short-term consultants have played a crucial role in supporting 
E&S staff over the evaluation period. During the evaluation period, the 
ratio of short-term consultants to core E&S staff rose steadily, peaking at 
1.15 to 1 in FY24, before dropping rapidly to 0.65 to 1 in FY25, with the 
number of core E&S staff increasing over the same period. Though short-
term contractors are still a core component of E&S capacity, the World Bank 
Group’s phasing out of this contract type is likely to present new challenges.
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Figure 4.3.  E&S Staff Numbers and Caseloads 
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Sources: Independent Evaluation Group; International Finance Corporation.

Note: The figure shows medium- and high-risk approved projects and the number of International 
Finance Corporation E&S staff at grades GF–GH (specialist, senior specialists, and principal specialists, 
excluding managers and above). Project counts do not account for potential changes in project com-
plexity. E&S = environmental and social.

GBV monitoring has experienced gaps and delays, along with uneven 
follow-up. The GBV assessment of 25 projects found that when ESAPs 
included GBV measures, nearly half the measures were overdue to be 
achieved, and delays of more than two years were not consistently escalated 
for managerial attention. Only a few (2 out of 25) projects showed evidence 
of corrective action. Monitoring support by GBV specialists largely focuses 
on projects identified as higher risk. However, specialists can waive GBV 
screening during project review where risks are assessed as not applicable, 
suggesting that some projects may receive limited attention to GBV risks 
during implementation.
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The IFC’s E&S Corporate Restructurings 

IFC implemented two major reorganizations of its E&S function in 2019 and 
2024 that reshaped roles, reporting lines, and the balance between global 
expertise and regional delivery. The 2019 reorganization created a separate 
Corporate Environmental and Social Department as a second line of defense, 
while shifting operational responsibility more fully to regional teams, 
with global sector lead roles continuing to provide technical leadership, 
quality assurance, and cross-sector consistency until 2024. The Corporate 
Environmental and Social Department operated in a complementary,  
risk-based role focused on higher-risk projects, portfolio oversight, and 
systemic learning rather than replacing first-line operational functions. 
While the reorganization altered established arrangements for knowledge 
sharing and coordination, its objective was to strengthen independent 
oversight and compliance while maintaining operational delivery capacity. 

The 2024 reorganization partly strengthened regional ownership and 
sectoral expertise at the regional level, but it introduced transition 
challenges of its own. IFC moved regional E&S teams under regional vice 
presidential units, reintegrated operational functions with risk and policy, 
and introduced regional industry leads. At the same time, the transition 
required staff rotations, new management arrangements, and substantial 
onboarding, and another reorganization was announced before a full process 
to identify lessons learned could take place. Interview evidence points 
to concerns that concentrating senior expertise at headquarters reduced 
field-based support, increased reliance on standardized compliance tools, 
and required more frequent escalation to headquarters, which slowed 
decision-making and reduced responsiveness to clients. Staff interviews 
reflected broadly negative perceptions of these changes (figure 4.2). These 
developments were followed, after the evaluation’s data collection had 
ended, by a new integrated Bank Group E&S governance structure across the 
International Bank for Reconstruction and Development, the International 
Development Association, IFC, and the Multilateral Investment Guarantee 
Agency. 

Taken together, the two reorganizations offer lessons on how to balance 
oversight, expertise, and operational support. The 2019 experience suggests 
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that creating a second line of defense can weaken operational quality if 
it reduces access to sectoral specialization at a regional level, knowledge 
sharing, and timely decision-making in the first line. The 2024 experience 
suggests that decentralizing responsibility requires deliberate transition 
support, including continuity of expertise, onboarding capacity, and clear 
accountability arrangements, or the intended benefits of regional ownership 
may be offset by implementation disruption. 

A tendency toward more cautious engagement in higher-risk projects is 
an unintended consequence of current implementation pressures. The 
Sustainability Framework is intended to enable IFC to manage E&S risks 
in challenging contexts, yet interviews indicate that IFC sometimes avoids 
projects with more complex E&S risks, especially where ring-fencing cannot 
clearly define the scope of IFC-financed activities. This pattern appears most 
clearly in projects involving Indigenous Peoples, resettlement, and other 
complex social risks. Staff and managers interviewed linked such caution to 
reputational concerns, the prospect of complaints to the CAO, the higher 
transaction costs of managing complex risks, and the difficulty of managing 
risks under existing workload and business pressures. In practice, this 
caution can favor medium-risk projects, including financial intermediary 
operations with a defined use of proceeds. Similar patterns have been noted 
in other DFIs. Although such caution is understandable, it runs counter 
to the Sustainability Framework’s intended role of enabling responsible 
investment in contexts where development impact may be greatest.

Client Experiences with Implementation

Clients highlighted the importance of earlier communication of require-
ments and better recognition of past performance. Some infrastructure 
clients reported that new requirements introduced during construction, 
often in response to emerging risks, were not always anticipated at earlier 
stages. Long-standing clients with more developed ESMSs also questioned 
why follow-on investments did not consistently reflect prior performance 
through more streamlined and predictable processes. These concerns reflect 
how current policies are applied in practice, as they generally require  
project-level due diligence regardless of past performance. At the same time, 
IFC does apply some flexibility for established clients, although new project 
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locations or activities typically require full assessment. Overall, the need for 
clearer early engagement and more predictable application of requirements 
was a recurring theme in interviews. 

Proportionality remains a concern for smaller and midsize clients with 
limited E&S capacity. Proportionality is intended to align requirements with 
risk while taking account of client capacity, but clients in several countries 
reported that documentation requirements, multiple reporting channels, 
and detailed studies can be difficult to manage with limited internal resourc-
es. ESAPs containing numerous actions for relatively modest investments 
were cited as particularly challenging, especially where timelines are tight 
or local regulatory requirements are less demanding. Both staff and clients 
emphasized the need for clearer application of proportionality in practice. 
Examples raised include more consistent guidance on determining the depth 
of assessment required in different contexts and better alignment of require-
ments with client capacity and the level of IFC leverage. 

Clients reported that administrative requirements can be demanding to 
implement. Smaller clients in particular described documentation and re-
porting processes as time-consuming, and some stakeholders indicated that 
perceived compliance burdens may influence financing choices, although 
the scale of this effect is not clear. Some clients suggested that existing certi-
fications or established ESMSs should allow for more streamlined processes; 
however, IFC generally applies project-specific due diligence regardless of 
prior certifications. Both clients and staff noted that administrative demands 
are most pronounced where IFC requirements exceed national regulations. 
These burdens can evolve over time, as illustrated by financial institutions in 
Türkiye, where IFC and other MDB requirements have become more aligned 
with market practice, and associated compliance costs are increasingly treat-
ed as a standard component of doing business. 

Most clients interviewed also recognized the benefits of implementing IFC’s 
requirements. Clients cited improvements in occupational health and safety, 
stronger management systems, reputational gains, and, particularly for fi-
nancial institutions, greater readiness for future regulation and engagement 
with other DFIs. Many also highlighted IFC’s technical support, training, and 
tools as important contributors to building longer-term E&S capacity.
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E&S Reporting and Grievance Redress 

There are often gaps in the quality and completeness of client E&S report-
ing. Clients with E&S risks are required to submit annual reports using 
standardized templates incorporated into legal agreements; however, case 
evidence indicates that these reports do not always provide sufficient in-
formation to assess implementation. In some cases, reporting requirements 
are more limited (for example, for certain publicly listed companies), while 
in others clients do not report fully with regard to agreed-on requirements. 
Both situations can limit IFC’s ability to monitor implementation effectively. 

Structural features of IFC’s reporting and review processes can delay the 
identification of E&S issues during implementation. Reviews depend in 
part on client reporting cycles, which often create a lag between the oc-
currence of issues and their identification. For example, clients typically 
submit annual reports several months after the reporting period, with IFC 
reviews occurring thereafter, which can delay the visibility of emerging risks. 
Additional delays arise from internal workflows, including time required for 
review, documentation, and system updates. These factors contribute to a 
more retrospective monitoring process and can limit IFC’s ability to identify 
and respond to risks in a timely fashion. 

Gaps in GBV-related reporting reflect broader reporting challenges but 
are more pronounced in this area. The GBV review found that reporting on 
ESAP measures focuses primarily on completion of actions rather than on 
evidence of functionality or outcomes. In a detailed review of 25 projects 
with GBV-related actions, none of the supervision documents provided 
qualitative evidence on how these measures were implemented in practice. 
There was no documented evidence of systematic testing or verification 
of GRMs with specific channels for GBV-related reporting. At the portfolio 
level, information on GBV mitigation is not consolidated in a way that allows 
straightforward tracking across projects, requiring project-by-project review 
to assess progress. These factors limit oversight, learning, and the identifica-
tion of recurring gaps across operations. 

Reliance on client self-reporting limits insight into the effectiveness of 
worker GRMs. GRMs are intended to support early problem identification 
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and accountability, but available reporting largely documents their estab-
lishment rather than their use or effectiveness. In a review of 34 projects 
with relevant commitments, reporting rarely included information on griev-
ances raised, response times, or remedial actions, including in higher-risk 
operations. Evidence shows that implementation varies across projects, 
with some mechanisms functioning as intended and others showing par-
tial or limited use. Factors cited include incomplete operationalization of 
procedures, limited communication to workers, and barriers to use in some 
contexts. As a result, available information provides only partial insight into 
the functioning and effectiveness of these mechanisms. 

Community GRMs are implemented and monitored less consistently. While 
these mechanisms are intended to provide accessible channels for affected 
communities to raise concerns and seek remedy, case evidence indicates 
that they are sometimes established late in the project cycle and used more 
reactively rather than as part of preventive risk management. Reporting 
on community GRMs is often limited, with little information on grievances 
received, resolution processes, or outcomes. As with worker GRMs, gaps in 
reporting constrain IFC’s ability to both assess whether these systems are 
known, accessible, and effective and use them as an early warning tool. 

GRMs intended to address GBV are often established in form but are not 
consistently monitored for effectiveness. Analysis of projects with GBV-
related actions indicates that supervision and documentation focus primarily 
on the existence of mechanisms rather than on whether they are accessible, 
confidential, and able to address GBV-related complaints. Detailed review of 
25 projects found limited evidence in project documentation on the imple-
mentation of survivor-centered procedures, referral pathways, or the use of 
these mechanisms in practice. This lack of evidence limits IFC’s ability to 
assess how effectively GBV risks are managed during implementation. 

IFC has introduced a management-led grievance redress response 
mechanism, but its use and visibility remain limited. In response to audit 
recommendations and evolving practice among MDBs, IFC launched a direct 
complaints mechanism in 2024 that allows affected people to submit  
E&S concerns directly to IFC or through CSOs as an alternative to project-
level GRMs. Early experience indicates increasing use, with a rise in 
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registered complaints. However, interviews and stakeholder consultations 
suggest that awareness of the mechanism among clients and civil society 
remains uneven, and the mechanism’s role and processes are not yet clearly 
understood. IFC maintains internal reporting on complaints, but external 
reporting is limited, which reduces transparency and makes it harder for 
stakeholders to assess how the mechanism functions in practice.

E&S Disclosures 

IFC consistently complies with preapproval disclosure requirements, but 
transparency around the use of exceptions is limited. IFC requires disclosure 
of project-specific E&S assessment and management information— 
including identified risks and proposed mitigation measures—60 days before 
Board approval for category A projects and 30 days for category B projects, 
unless an exception applies under the Access to Information Policy. An  
IEG review found that more than 99 percent of category A and B direct 
investments (n = 1,314) were disclosed within the required time frames or 
delayed in accordance with policy provisions. The most common exception 
relates to market-sensitive financial information. However, IFC does not 
systematically notify the public when delays are applied or provide a ratio-
nale for such delays, which limits stakeholder visibility into how exceptions 
are used. In some cases, disclosure decisions are made within business units 
without consistent involvement of E&S or Access to Information Policy 
functions. These issues relate to how disclosure requirements are imple-
mented and governed in practice, rather than to gaps in IFC’s Access to 
Information Policy.

Most preapproval disclosures include E&S information, but the depth and 
completeness of disclosed content vary. IFC policy requires disclosure of 
project-specific E&S assessment and management information, including 
identified risks and proposed mitigation measures, as well as environmen-
tal and social information and, where applicable, Environmental and Social 
Impact Assessments. The evaluation found that required disclosure docu-
ments are generally published, but the level of detail provided is uneven. 
A review of 150 high- and medium-risk projects found that all projects 
disclosed a Summary of Investment Information or an Environmental and 
Social Review Summary, but only 61 percent provided detailed information 
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on project-specific E&S risks. Among direct investments, a higher share of 
projects disclosed detailed risks and mitigation measures, whereas financial 
intermediary disclosures more often focused on client systems and capac-
ity. Across both types of projects, disclosures often did not clearly describe 
the nature, scale, or location of potential adverse E&S impacts, limiting the 
ability of affected communities to understand how projects may affect them. 
In addition, only 17 percent of category A and B projects in the sample  
(n = 15) disclosed an E&S Impact Assessment. Interviews indicated that 
decisions on E&S Impact Assessment disclosure are not always made in con-
sultation with the Access to Information Policy unit. These patterns suggest 
variation in the application of disclosure practices rather than gaps in formal 
policy requirements.

IFC does not consistently meet its post-Board disclosure commitments, with 
limited reporting on progress against ESAP actions and lack of transparency 
where exceptions have been applied. In IEG’s review of a sample of 150 proj-
ect public disclosure portals, only 34 percent of applicable projects (n = 44  
of 131) provided an up-to-date implementation status of ESAP items, de-
spite a policy commitment. The review found that projects generally omitted 
ESAP updates because of data system setup, which prevents the disclosure 
team from editing many closed projects, or a lack of updated information 
shared from IFC portfolio teams. Staff indicated in interviews that both these 
issues are being addressed by improved practices for recent active projects, 
with data now automatically updating from ESG360 and active follow-up 
with portfolio teams. For the 19 projects to which the Access to Information 
Policy requirement does not apply, the portal explicitly stated when no ESAP 
was required for a project (n = 14) but did not indicate whether a project 
had a supervision waiver or zero balance (n = 5). For projects that provide a 
status update in compliance with Access to Information Policy requirements 
(n = 44), no additional context or details are typically provided (n = 40), 
although these remain in compliance with current IFC policy. By contrast, 
some nonsovereign ADB projects disclose an Annual Monitoring Report that 
includes additional details on the implementation of agreed-on E&S action 
items and information on noncompliance and corrective actions.

IFC’s commitments on financial intermediary subproject disclosure are 
ambitious, but implementation is uneven, particularly for commercial bank 
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clients. In 2020, IFC introduced requirements to disclose selected information 
on financial intermediary subprojects, including name, sector, and location, 
in certain cases. These disclosures provide limited project-level information 
and do not offer comprehensive visibility of subproject risks or E&S 
performance. The 2025 DFI Transparency Index identifies IFC as the only DFI 
to have made such commitments and views this as a positive feature of IFC’s 
financial intermediary subinvestment policy (Publish What You Fund 2025). 
IFC has largely met these commitments for private equity fund investments, 
achieving disclosure compliance of about 95 percent across its portfolio. 
Implementation has been more challenging for commercial bank clients, 
reflecting operational constraints such as the need to obtain subborrower 
consent and the structure of bank lending. These challenges do not 
necessarily indicate noncompliance, as disclosure requirements depend on 
project characteristics and legal provisions, and IFC’s ability to verify client-
reported information is limited in some cases. Overall, the evidence points 
to a tension between disclosure ambitions and the practical constraints of 
financial intermediary operations.

IFC’s Data Systems 

IFC’s new E&S data platform, ESG360, seeks to address data fragmentation 
in E&S records. During the evaluation period, IFC began migrating  
E&S information previously stored across multiple platforms—primarily 
ESGDocs and iPortal—into a single system to consolidate data entry 
and retrieval and to support portfolio monitoring. As with many large 
institutional transitions, this process has involved some implementation 
challenges. For projects migrated from legacy systems, information is 
sometimes incomplete or transferred as PDF documents rather than fully 
integrated into ESG360’s structured data fields. This issue is less evident for 
newer projects entered directly into ESG360 but persists for a significant 
share of the active portfolio. 

Design and usability challenges in ESG360 further weaken data quality. 
ESG360 captures E&S requirements, actions, and monitoring information 
across the project cycle, but E&S staff across regions described the system as 
“cumbersome,” “bureaucratic,” and “time-consuming.” Complex templates 
require hours of data entry but provide limited support for supervision, 
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learning, or adaptive management. As one staff member noted, “We spend 
hours entering information, but when we need to extract anything struc-
tured for reporting, it is almost impossible.” The system also lacks adequate 
skip patterns and differentiation by project type. When data points are not 
applicable, staff sometimes enter placeholder scores or explanatory notes 
simply to proceed, resulting in unreliable data and obscuring a project’s true 
E&S risk profile. 

These weaknesses limit portfolio analysis and take up staff time. Because 
data are fragmented, inconsistently migrated for older projects, and variably 
populated, system data cannot be used reliably for portfolio-level analysis, 
trend identification, or early warning of emerging E&S risks. At the same 
time, extensive data entry requirements divert staff time and add to work-
load pressures. 

IFC has recognized these challenges and initiated corrective action, but risks 
remain. IFC management has acknowledged shortcomings in the design of 
ESG360 and is working to update and simplify the system to ease data entry 
during appraisal and supervision. While these efforts are a positive step, 
legacy data inconsistencies and overly complex reporting requirements 
continue to limit the system’s effectiveness as a tool for monitoring, 
portfolio oversight, and learning.

IFC’s Learning 

Learning from ongoing practice relies largely on informal and localized 
processes. Beyond onboarding and training, knowledge sharing often 
depends on individual initiative or ad hoc exchange within teams, with 
limited structured mechanisms to capture and disseminate lessons across 
the organization. Interview evidence suggests that earlier arrangements—
such as global sector leads and peer review forums—played a larger 
role in facilitating cross-regional knowledge flow. As a result, effective 
practices developed in specific projects or regions are not consistently 
institutionalized or scaled across IFC. 

IFC’s learning on E&S themes is often shaped by high-profile cases rather 
than systematic processes. Case evidence indicates that changes in guidance 
and operational practices have frequently followed specific CAO cases, with 
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less emphasis on continuous, forward-looking learning. Although these cas-
es have led to improvements, IEG and CAO reviews suggest that lessons are 
not always fully embedded in operational practice (box 4.1). More broadly, 
mechanisms to systematically use supervision data and emerging experience 
to anticipate and address risks remain limited, which constrains proactive 
learning and adaptation. Box 4.2 describes how IFC’s institutional learning 
on GBV has improved but remains uneven and insufficient across operations.

Box 4.1.  IFC’s Response to CAO Investigations: Project-Level Actions, 

Systemic Lessons, and Implementation Consistency

Office of the Compliance Advisor Ombudsman (CAO) investigations have led to both 

project-level actions and broader adjustments in the International Finance Corporation 

(IFC) environmental and social practices. At the same time, variation in how lessons are 

implemented—combined with limitations in monitoring, workload pressures, and the 

reliance on guidance to operationalize requirements—affects the consistency of fol-

low-through on Management Action Plans (MAPs) and contributes to a more reactive 

approach to supervision. 

In response to findings of noncompliance and related harm identified through 

CAO compliance investigations, IFC prepares a Management Report for the Board 

of Executive Directors’ consideration, which may include a MAP comprising time-

bound actions proposed by management. These MAPs are intended to address both 

project-level harm and broader environmental and social practice. This evaluation 

reviewed 12 cases to assess how CAO findings were translated into actions, including 

client capacity building; livelihood restoration; and changes to procedures, guidance, 

and staff support. 

A recent CAO Policy Review assessed MAP implementation more broadly and found 

that procedural commitments are generally implemented but that clarity on what 

constitutes effective implementation remains limited. The review recommends greater 

use of measurable indicators to support monitoring and to clarify whether implemen-

tation refers to completed actions or achieved outcomes. The review is in draft form 

and may be subject to change. (continued)
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Box 4.1.  IFC’s Response to CAO Investigations: Project-Level Actions, 

Systemic Lessons, and Implementation Consistency (cont.)

IFC has generally implemented project-level actions in the cases reviewed, 

particularly where it maintained an active investment role. In some cases, progress 

slowed after IFC’s exit, when financial leverage was reduced. 

IFC has also introduced changes to procedures, guidance, and training in response to 

several cases. These include updates to sectoral guidance, risk assessment practices, 

and training on issues such as cumulative impacts, security risks, and gender-based 

violence. However, evidence from CAO monitoring reports suggests that lessons 

are not always consistently embedded across the portfolio, and the application of 

systemic changes varies in practice. 

More broadly, CAO cases have influenced IFC’s approach to supervision, including 

increased attention to higher-risk or CAO-active clients and, in some instances, more 

intensive monitoring. While these responses can strengthen oversight, they are 

often resource-intensive and tend to be triggered by specific cases rather than by 

systematic, forward-looking learning processes.

Sources: Independent Evaluation Group; International Finance Corporation.
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Box 4.2.  Institutional Learning on GBV Has Improved but Remains 

Insufficient

Institutional attention to gender-based violence (GBV) increased notably following 

major accountability cases, including the World Bank Inspection Panel case in Uganda 

and a subsequent Office of the Compliance Advisor Ombudsman case involving 

International Finance Corporation–supported operations. The International Finance 

Corporation has since expanded its expertise, including by appointing a GBV lead and 

regional specialists and developing training and knowledge products. These efforts 

have supported greater awareness and guidance across the organization. At the same 

time, interview evidence indicates continued demand for more hands-on, con-

text-specific learning, particularly through small-group and in-person engagement.

Differences in understanding of GBV risks across staff groups affect how learning is 

applied in practice. Interviews suggest that nonspecialists do not always distinguish 

GBV risks from other environmental and social risks or interpret incident reporting con-

sistently, including how such reporting relates to system performance and response. 

As a result, learning often occurs through informal exchanges rather than structured 

reflection, particularly in responding to incidents. This type of learning limits the extent 

to which lessons are consolidated and applied systematically across operations. 

Source: Independent Evaluation Group.

IFC–World Bank collaboration in joint projects relies largely on experience-
based practices rather than standardized operating arrangements. While 
effective coordination would benefit from clearer shared protocols, teams 
often rely on project-specific solutions developed through experience to 
manage E&S risks. Case evidence shows that early joint operations faced 
coordination challenges, including unclear roles and responsibilities, 
whereas later operations benefited from more explicit arrangements, such 
as defined accountabilities, coordinated missions, and information sharing. 
Although such learning has improved coordination in specific cases, it 
remains uneven and dependent on individual teams, pointing to the absence 
of consistent, institution-wide approaches to joint E&S implementation. 
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Recurring implementation challenges are not consistently translated 
into systematic institutional learning. The evaluation identifies repeated 
patterns—including gaps in GRMs, delays in ESAP implementation, 
limited visibility of financial intermediary subportfolios, and coordination 
challenges in joint operations—that offer opportunities for deeper learning. 
While these issues are recognized at the project level, they are not always 
consolidated or analyzed systematically to inform changes in supervision 
practices, portfolio management, or legal frameworks. For example, patterns 
of delayed or partial ESAP implementation provide insight into how IFC’s 
influence evolves after commitment, but this experience is not consistently 
synthesized to inform adjustments in implementation approaches. The 
introduction of a Bank Group–wide integrated E&S structure provides an 
opportunity to strengthen more systematic and forward-looking learning.



8
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5 |  Conclusions and 
Recommendations

This evaluation concludes that IFC’s Sustainability Framework has set 

standards and strengthened E&S performance, but there are gaps 

in both the framework and its implementation. Since its adoption, the 
Sustainability Framework—anchored in the Policy on Environmental 
and Social Sustainability, the Performance Standards, and the Access 
to Information Policy—has professionalized IFC’s approach to E&S 
due diligence, supervision, disclosure, and transparency and supported 
improvements in client ESMSs and project-level risk mitigation.  
IFC’s hands-on E&S engagement has contributed to these improvements, 
particularly where applied early and consistently. The framework’s principles 
and structure have also influenced E&S practices across DFIs and the 
broader financial sector. At the same time, the evaluation finds that the 
framework is not fully up to date in several areas, particularly related to 
social risks such as GBV, vulnerable groups, and stakeholder engagement, 
where gaps remain in how risks are explicitly addressed in the Performance 
Standards. Box 5.1 summarizes the evaluation’s findings in response to the 
three evaluation questions. 

IFC has strengthened its E&S practices in response to emerging risks and 
high-profile cases; however, implementation challenges persist. IFC has 
taken sustained steps to adapt its approach, including issuing guidance and 
tools for applying the Sustainability Framework in more complex contexts, 
refining ESAPs to better reflect project-specific risks, and expanding and 
reorganizing E&S staffing. These efforts have contributed to improvements 
in client E&S performance, particularly where support is applied early and 
consistently. At the same time, implementation remains uneven. Workload 
intensity and compressed timelines affect the consistency and depth of 
supervision; risk ratings are not always updated in a timely manner or do 
not fully reflect evolving risks; and gaps in documentation and client re-
porting limit the ability to assess implementation and track progress. GRMs 
are widely established but vary in effectiveness, and disclosure practices 
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do not consistently support tracking of implementation or emerging risks. 
Learning remains influenced by high-profile cases, with more systematic use 
of supervision data to identify recurring issues and inform forward-looking 
improvements still developing. Addressing these challenges means more 
consistent application of existing requirements, stronger internal systems, 
and greater transparency. Actions to address challenges could include the 
following:

 » Aligning workloads and expanding access to specialized expertise, including 

strengthening staff capacity on social risks, and providing earlier, hands-on, 

risk-based support to clients in higher-risk and complex operations. 

 » Adjusting incentives to reinforce E&S supervision and problem-solving, 

including reducing pressures from approval-driven metrics that compress 

due diligence timelines. 

 » Improving risk measurement and tracking, including more systematic updat-

ing of risk ratings and use of rating tools to capture changes in E&S risk and 

performance over the project cycle. 

 » Strengthening transparency by standardizing and improving the consistency 

of E&S disclosures, clearly explaining delays, and enhancing the visibility of 

client progress in implementing ESAP commitments. 

 » Strengthening oversight of GRMs by improving monitoring of their use, 

responsiveness, and follow-up, especially on high-risk issues. 

 » Improving the reliability and usability of E&S data and documentation by 

addressing fragmentation, strengthening data quality, and streamlining re-

porting and learning systems. 

IFC’s strategic direction and financing instruments have evolved over the 
past 15 years, while the Sustainability Framework has not kept pace in all 
areas. Portfolio growth, increasing diversity of instruments, and expansion 
into new markets expose the limits of a framework designed primarily for 
traditional project finance and fund investments. These challenges are most 
evident in financial intermediary operations, where IFC’s leverage over and 
visibility into subprojects are more limited and where monitoring depends 
on client systems and reporting. As a result, subportfolio risks may not be 
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fully captured in project-level assessments, and the application of require-
ments varies across instruments and contexts. Strengthening differentiation 
and proportionality in how requirements are designed and applied would 
improve the framework’s usefulness across IFC’s business model, particular-
ly in financial intermediary operations. Experience across DFIs also suggests 
that maintaining effectiveness in such contexts depends on not only policy 
design but also resources, implementation guidance, and the ability to adapt 
approaches over time. At the same time, while the Performance Standards 
are designed to be risk based and adaptive, their application is often shaped 
by how requirements are specified at commitment. This specification can 
constrain flexibility in supervision and, in some cases, contribute to more 
cautious engagement in higher-risk contexts where development impact 
may be greatest. 

There are also gaps and areas that require greater clarity in selected as-
pects of the Sustainability Framework. While the overall design remains 
sound, some social risks—including those related to GBV, vulnerable 
groups, and stakeholder engagement—are less explicitly addressed in the 
Performance Standards than in evolving practice. In these areas, imple-
mentation has relied more heavily on guidance and supervisory processes. 
Similarly, gaps in the treatment of GRMs and disclosure practices, as well 
as in how proportionality is specified and applied, contribute to variation 
in implementation and limit accountability and early risk management in 
some cases. Addressing these issues is central to the planned update of the 
Sustainability Framework and to closer alignment of policy with implemen-
tation experience. 

Collaboration with the World Bank and other DFIs has improved in practice 
but remains uneven. Joint IFC–World Bank projects often involve complex 
operations where effective coordination on E&S issues is important. The 
evaluation finds that challenges arise primarily from differences in processes 
and the absence of shared tools and clearly defined procedures rather than 
from substantive differences in standards. As a result, coordination often 
relies on project-specific arrangements, which can increase transaction 
costs, create some duplication of processes, and reduce clarity on roles and 
accountabilities. Strengthening coordination arrangements, clarifying pro-
tocols for joint implementation, and reinforcing learning across institutions 
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would improve efficiency and support more consistent application of E&S 
requirements while maintaining institutional accountability.

Box 5.1.  Findings by Evaluation Question on Implementation and Fit 

for Purpose, Tracking and Achieving Outcomes, and Peer 

Comparisons

Evaluation Question 1—Implementation and Fit for Purpose 

The International Finance Corporation (IFC) has implemented the Sustainability 

Framework with increasing rigor, and its core architecture continues to provide a solid 

foundation for managing environmental and social (E&S) risks, particularly in traditional 

project finance and fund investments. IFC’s appraisal processes are generally effective 

at identifying key risks, and implementation has supported improvements in client  

E&S management systems and practices. 

At the same time, gaps remain in both policy and implementation. Some social risks 

are less explicitly addressed in the Performance Standards, and implementation relies 

in part on guidance and evolving practice. Implementation effectiveness also varies 

across instruments and contexts and is affected by workload pressures, supervision 

intensity, and the quality of documentation and client reporting. These challenges are 

more evident in equity, corporate finance, and financial intermediary operations, where 

applying requirements consistently is more complex and places greater demands on 

IFC staff, systems, and client capacity. 

Evaluation Question 2—Tracking and Achieving Environmental and Social Outcomes 

Most IFC-supported projects achieve satisfactory E&S performance, and IFC engage-

ment is associated with improvements in performance over time, particularly where 

support is applied early and consistently. However, tracking outcomes and sustaining 

improvements remain uneven. Persistent gaps in data systems, reporting, and disclo-

sure limit IFC’s ability to assess implementation consistently across instruments and 

over the project life cycle, particularly for complex social risks. These constraints affect 

transparency and reduce the scope for systematic portfolio-level learning.  
(continued)
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Evaluation Question 3—Comparison with Peers and Implications for the 

Sustainability Framework 

IFC’s Sustainability Framework remains broadly comparable to those of peer 

multilateral development banks in its objectives and overall structure, but it is not 

fully aligned with evolving practice in some areas that are important for IFC’s current 

business model. Some peer institutions have incorporated more explicit provisions 

on proportionality, instrument-specific approaches, and selected social risks within 

their policy frameworks. IFC has addressed many of these areas through guidance 

and implementation practices, but their more limited integration into formal policy 

contributes to variation in application across instruments and contexts. Differences 

across World Bank Group frameworks relate less to core technical requirements than 

to how standards are operationalized, updated, and applied in joint operations. These 

considerations have implications for the ongoing Sustainability Framework update and 

for stronger coordination and learning across the Bank Group.

Source: Independent Evaluation Group.

Box 5.2.  IFC and World Bank Have Room to Improve Coordination and 

Joint Implementation of E&S Requirements

Lessons from complex public-private partnerships indicate that improved International 

Finance Corporation (IFC)–World Bank coordination—particularly on processes, 

procedures, and roles—can reduce duplication for clients and support more efficient 

implementation in a subset of joint operations. Approaches such as mutual reliance 

on selected processes and procedures may help reduce duplication where appropri-

ate. Similarly, the use of more consistent tools and approaches for due diligence and 

monitoring can support more streamlined collaboration without requiring a full harmo-

nization of technical standards. 

Box 5.1.  Findings by Evaluation Question on Implementation and Fit 

for Purpose, Tracking and Achieving Outcomes, and Peer 

Comparisons (cont.)

(continued)
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Such approaches may include clearer protocols for coordination in jointly financed 

operations, including more explicit role definitions, more consistent procedures, and 

more structured communication with clients. The approaches can also support more 

systematic collaboration in supervision and monitoring while maintaining institutional 

accountability for applying respective standards. 

The deep dive on gender-based violence also illustrates areas where closer 

collaboration between IFC and the World Bank may add value, particularly in incident 

response and access to services. Given the nature of its private sector operations,  

IFC has more limited ability to systematically identify and support services for affected 

communities at scale compared with World Bank operations. In this context, World 

Bank projects can, where relevant, support the mapping and availability of service 

providers and facilitate coordinated responses that IFC clients may draw on. At 

the same time, operational experience from IFC projects—such as approaches to 

reporting and incident management—can also inform World Bank practice.

Source: Independent Evaluation Group.

Note: E&S = environmental and social.

Looking Ahead 

The evaluation highlights structural trade-offs that IFC increasingly faces 
as it pursues portfolio growth while seeking to maintain the credibility and 
effectiveness of its E&S framework. Growth—particularly through equity in-
vestments, corporate finance, and financial intermediary operations—makes 
it more complex to apply and supervise E&S requirements consistently 
across all instruments. In these operations, project boundaries are less 
clearly defined, IFC’s leverage is more indirect, and E&S assessment relies 
more on continuous supervision than on ex ante appraisal. Evidence from 
the portfolio indicates variation in E&S performance across instruments, 
with relatively stronger performance in traditional project finance and fund 

Box 5.2.  IFC and World Bank Have Room to Improve Coordination and 

Joint Implementation of E&S Requirements (cont.)
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investments than in some equity and corporate finance operations, reflect-
ing differences in how requirements are specified and applied. Similarly, 
differences across financial intermediary instruments point to variation in 
how E&S requirements are implemented and monitored. These patterns in-
dicate that higher-risk contexts and more limited leverage require stronger, 
earlier, and more sustained E&S engagement. 

These findings raise strategic choices for management and the Board on how 
IFC aligns portfolio growth with the level and form of E&S oversight needed 
to sustain effective implementation as its business model evolves. The issue 
is not whether to apply lower standards in more challenging contexts but 
how to implement the Performance Standards in a more deliberate, differ-
entiated, and adaptive manner across a wider range of instruments and risk 
settings. IFC benefits from a strong E&S culture and capable staff, and re-
cent efforts to strengthen guidance, tools, and capacity provide a foundation 
for further improvement. The central challenge lies in addressing per-
sistent implementation gaps by aligning resources, incentives, leverage, and 
accountability with a larger and more diverse portfolio. Making these trade-
offs more explicit—and managing them systematically—will be important 
to sustaining the credibility and effectiveness of IFC’s E&S framework as it 
continues to expand. 

Recommendations 

The evaluation’s findings point to four interrelated areas addressed by the 
recommendations. The first concerns strengthening implementation— 
including supervision, incentives, accountability, and transparency—to 
address persistent gaps that affect E&S outcomes. The second relates to the 
application of the Sustainability Framework to financial intermediary oper-
ations, where the allocation of responsibilities between IFC and clients for 
subproject E&S performance needs to be clarified. The third concerns select-
ed gaps and areas requiring greater clarity in the Sustainability Framework 
itself, particularly in relation to social risks, stakeholder engagement, and 
the application of proportionality. The fourth relates to coordination across  
World Bank Group frameworks, where differences in processes and im-
plementation arrangements affect efficiency and consistency in joint 
operations. Taken together, the recommendations are intended to address 
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immediate implementation challenges while supporting longer-term adjust-
ments to the framework and its application as IFC’s business model evolves. 

Recommendation 1: IFC should strengthen implementation of the 

Sustainability Framework by expanding hands-on E&S support to clients 

in higher-risk and complex operations and by improving the transparency 

of its E&S performance and disclosures. As further elaborated in the 
conclusion, this recommendation includes earlier and more sustained 
client support. It also includes clearer, more consistent disclosure of 
E&S information, including delays and progress in implementing ESAP 
commitments. Delivering on this recommendation will require aligning 
staffing, expertise, and incentives with the demands of higher-risk 
operations, including addressing capacity constraints and ensuring adequate 
coverage across regions and specialized risk areas. 

Recommendation 2: IFC should clarify in the Sustainability Policy how 

accountability between IFC and its clients for E&S performance is to 

be exercised in financial intermediary and capital market operations, 

including the extent of IFC’s responsibilities for subprojects, and how 

E&S requirements are applied in operations with indirect or limited 

visibility and reliance on client systems for monitoring and reporting, 

consistent with IFC’s leverage and access to information. This 
recommendation should include clarifying the allocation of responsibilities 
between IFC and clients for subproject-level performance; specifying 
verification expectations under IFC’s monitoring approach in higher-
risk transactions or where visibility is limited; and codifying how E&S 
requirements are applied and overseen across these operations, including 
IFC’s use of client systems, ring-fencing, reporting, and selective validation 
to support consistent oversight. 

Recommendation 3: IFC should strengthen requirements in priority social 

and transparency areas to address critical gaps in the Sustainability 

Framework. The ongoing update provides an opportunity to better align 
policy with how E&S risk management has evolved in practice, particularly 
for social risks, stakeholder engagement, and grievance management. IFC 
should clearly define operational requirements in areas where current 
language relies on broad principles and evolving guidance, including SEAH, 
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child protection, and vulnerable and disadvantaged groups. In addition, 
IFC should clarify expectations for stakeholder engagement and grievance 
management across the project cycle, including requirements for meaningful 
consultation, timely and accessible disclosure, protection against retaliation, 
and monitoring of grievance use and resolution. Greater clarity in these 
areas would support a more consistent application of requirements in 
practice. 

Recommendation 4: The Bank Group should advance E&S harmoniza-

tion and address evolving risks by reconciling material differences in 

E&S standards, requirements, and guidance and embedding adaptive 

management in the E&S architecture. Specifically, the Bank Group should 
establish protocols for joint implementation of Bank Group projects, includ-
ing expanded use of mutual reliance or delegated approaches, and it should 
clarify how material differences between frameworks are addressed, how 
accountability for implementation and outcomes is maintained, and how 
complaints and grievance processes are handled. The Bank Group should 
also introduce a mechanism for periodic, synchronized updates to the World 
Bank’s ESF and IFC’s Sustainability Framework to improve coherence over 
time, while respecting institutional mandates. This mechanism would not 
affect the currently ongoing process for updating the IFC Sustainability 
Framework. Finally, the Bank Group should strengthen adaptive manage-
ment by moving toward shared analytics and systems and promote learning 
across regions, sectors, and institutions.
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Appendix A. Methods

Evaluation Purpose and Questions

This evaluation examined the implementation of the Sustainability 
Framework of the International Finance Corporation (IFC) and assessed 
the achievement of the framework’s objectives. The evaluation aims to 
inform IFC’s upcoming framework update by providing insights into what 
has worked well, identifying areas where reforms could be introduced, and 
assessing the risks and opportunities of aligning and harmonizing  
environmental and social (E&S) frameworks with the World Bank and other 
multilateral development banks. The evaluation sought to answer three  
key questions: 

1. To what extent has IFC’s Sustainability Framework been effectively

implemented and met IFC’s evolving business needs?

» To what extent have the Sustainability Framework’s Performance

Standards remained fit for purpose across instrument types, for

IFC’s evolving business model, and for key established and emerging

E&S themes?

» To what extent have IFC’s appraisal and monitoring processes enabled

effective implementation of the Sustainability Framework, and what

factors enabled or constrained its implementation?

» How effectively has IFC implemented feedback loops to support

updating its implementation processes, guidance, and systems

over time?

2. To what extent have E&S outcomes been tracked and achieved?

» Do IFC’s data systems and indicators enable consistent application

and timely tracking of E&S outcomes across project types?

» To what extent do projects achieve the Performance Standards’ stated

objectives, and what factors explain variation in achievement?
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3. Based on lessons from IFC’s and peers’ experience, what are the risks and 

opportunities for IFC in aligning and harmonizing E&S frameworks with 

the World Bank and other MDBs? 

 » What are the potential challenges and opportunities in harmonizing the 

E&S policy and standards within the Bank Group? 

 » What are the potential challenges and opportunities of harmonizing the 

E&S implementation arrangements within the Bank Group? 

 » What are the potential challenges and opportunities in harmonizing the 

E&S policy and standards with other multilateral development banks? 

Evaluation Scope 

The evaluation was scoped as follows: 

 » The evaluation focused exclusively on IFC’s Sustainability Framework and  

did not assess the E&S frameworks of other Bank Group institutions. 

 » The timeline for the evaluation is FY 2012–25, aligning with the start of the 

implementation of the second iteration of IFC’s Sustainability Framework. 

 » The evaluation portfolio includes 4,045 IFC investment projects approved 

within the evaluation period, excluding projects that primarily involve fi-

nancial restructuring, risk management instruments, or ownership changes 

rather than new investment activities, as they do not entail new or materially 

different E&S risk exposure. 

 » The evaluation drew on detailed validations of E&S performance of  

IFC projects. 

Data Sources and Methods 

To address the evaluation questions (EQs), the team drew on a combination 
of qualitative and quantitative data and applied a mixed methods approach 
to triangulate evidence across data sources. The evaluation team relied on 
the following data inputs: 

 » Independent Evaluation Group (IEG) validations of IFC project evaluations, 

providing qualitative evidence on client implementation of the Sustainability 
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Framework and IFC’s E&S work quality, coupled with quantitative standard-

ized ratings related to adherence to applicable Performance Standards and 

implementation protocols, which include qualitative data  

describing the client’s application of the Sustainability Framework and  

IFC’s role and work quality and detailed ratings of adherence to Performance 

Standards and implementation protocols 

 » A benchmarking analysis comparing IFC’s Sustainability Framework with 

E&S frameworks adopted by other multilateral development banks 

 » IFC internal monitoring data, including client-level and project-level E&S 

risk ratings at appraisal and during supervision, Environmental and Social 

Action Plan (ESAP) timelines and descriptions, and E&S supervision reports 

 » Annual IFC E&S staffing data obtained from IFC’s Human Resources  

department 

 » Management Action Plans associated with the Office of the Compliance 

Advisor Ombudsman cases 

 » Structured interviews with clients, consultants, civil society representatives, 

IFC staff, and managers 

 » Case studies that included field visits to IFC clients in Colombia, 

Guatemala, India, Jordan, Kenya, Thailand, Türkiye, and Viet Nam 

 » A Joint IFC–World Bank project review exercise 

 » Two workshops with civil society organizations 

 » Regular meetings with IFC staff involved in the Sustainability Framework 

update 

Independent Evaluation Group Validations 
of International Finance Corporation Project 
Evaluations 

This section describes each data source in greater detail and its role in  
supporting the evaluation’s findings. 



.RH
I

T
I

RH
I

RX�*
ZEPY

EXMS
R�,

VS
Y

T
Ʋ

W
o

rld
 B

ank G
ro

up
Ʋ

Ʋ
Ʋ

Ʋ
10
3

IFC conducts self-evaluations of a stratified annually representative random 
sample of its mature investment projects (typically five to seven years after 
investment). IEG independently validates this self-assessment and assigns 
E&S ratings across various indicators that evaluate both IFC’s E&S work 
quality throughout the project cycle and the client’s implementation of 
the applicable Performance Standards, assigning subcategory ratings at the 
Performance Standard level. The data also include detailed qualitative  
narratives that document the project cycle and provide a rationale for  
assigned ratings. 

The project evaluations represent about 40 percent of IFC’s investments. 
Since 2012, IEG has completed project validations for 1,041 projects,  
including 584 projects approved under the 2006 Sustainability Framework, 
456 projects approved under the 2012 Sustainability Framework, and 1 
project approved under the 1998 policy (table A.1). For the purpose of this 
evaluation, we restricted our analysis to 456 IFC projects that applied the 
2012 Sustainability Framework (228 direct investments and 228 financial 
intermediary investments, of which 47 were fund investments). Total project 
counts presented in the report may differ depending on the availability and 
applicability of reported indicators. In addition to the desk-based valida-
tions, IEG has performed field validations for 19 of these projects, which also 
informed the findings.

Table A.1.  Validated Projects by Type of Investment and Framework Year 

(number)

Framework Direct Investment 
Financial 

Intermediary
Total

1998 1 1 

2006 349 235 584

2012 228 228 456

Total 578 463 1,041 

Source: Independent Evaluation Group.

For each validated project, IEG rates the E&S performance dimensions as 
described in the main report. The ratings apply at the project level and for 
applicable Performance Standards both at project appraisal (assessing how 
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well the clients were adhering to Performance Standard requirements before 
IFC’s engagement) and at project evaluation. 

In addition, the evaluation team conducted a structured desk review of  
IFC project validation and supervision documentation to examine how  
E&S processes function in practice across the project life cycle. The desk  
review began with an initial universe of 456 IFC projects, comprising  
228 direct investments and 228 financial intermediary projects. Project-level 
ratings from the Expanded Project Supervision Report E&S dataset were 
used to characterize performance at appraisal and evaluation and to support 
purposive sample selection. 

A process theory of change was developed to map expected inputs, outputs, 
intermediate results, and risks across the IFC investment timeline. The 
process theory of change explicitly distinguished between appraisal and 
supervision stages and identified key decision points and process moments 
with the potential to influence E&S performance over time. This framework 
was used to identify critical junctures in the project cycle, such as risk iden-
tification, ESAP formulation, supervision intensity, and corrective actions in 
which implementation breakdowns or learning could plausibly occur. 

Project Selection Strategy 

A total of 131 projects were selected for in-depth review using purposive 
criteria designed to surface implementation challenges, with intentional 
oversampling of higher-risk and poorer-performing cases. Selection criteria 
included the following: 

 » Projects with a decline in client E&S capacity, defined as positive capacity at 

appraisal but negative or worse at evaluation 

 » Projects with negative community engagement outcomes at evaluation, com-

bined with negative overall E&S performance ratings 

 » Projects with weak ESAP implementation, based on evaluation ratings 

 » High-risk projects, as identified through IFC risk categorizations 
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This strategy was intended to support diagnostic analysis of constraints and 
failure points, rather than to generate statistically representative estimates. 

Review Instrument and Data Extraction 

For selected projects, the evaluation team applied a structured review ques-
tionnaire, aligned with the process theory of change. The instrument was 
designed to capture comparable information across projects and to trace 
links among the following: 

 » Policy triggers (for example, Performance Standards activated at appraisal) 

 » Inputs (for example, IFC requirements, supervision actions, and guidance) 

 » Outputs (for example, client actions and compliance) 

 » Observed outcomes (for example, changes in E&S performance over time) 

The questionnaire included targeted questions corresponding to key process 
points such as risk identification, ESAP design, and supervision follow-up to 
enable a systematic aggregation of factors influencing project success. 

Environmental and Social Action  
Plan Implementation Deep Dive 

In addition, the evaluation team conducted a focused analysis of projects 
with poor ESAP implementation ratings, covering the full sample of such 
projects. For each project, the team categorized unimplemented or partially 
implemented ESAP items by their intended risk mitigation purpose and 
assessed whether an associated adverse E&S event was identified in project 
documentation. This analysis aimed to examine the relationship between 
ESAP implementation gaps and realized E&S risks, providing insight into the 
consequences of weak follow-through during supervision. 
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Benchmarking of the Sustainability Framework 
Against the Environmental and Social 
Frameworks of Other Multilateral  
Development Banks 

The evaluation team conducted a comprehensive comparative analysis 
of IFC’s 2012 Sustainability Framework against the E&S frameworks of 
peer development finance institutions: the African Development Bank, 
the Asian Development Bank, the European Bank for Reconstruction and 
Development, the Inter-American Development Bank, and the World Bank. 
As these peers have updated their frameworks more recently than IFC,  
accompanying IFC Guidance Notes were also reviewed. The analysis consist-
ed of three subcomponents, the scope and details of which are summarized 
in this section. 

First, the evaluation team conducted a comparative analysis of the frame-
work architecture. The objective was to establish a “bird’s-eye view,” drawing 
out broad points of convergence and difference in the contents of the  
E&S policy (or equivalent), Performance Standards (or equivalent), and the 
Access to Information Policy of IFC and peer institutions by relevant orga-
nizing themes. To enable a structured comparison, the team developed a 
structured analytic framework that organized requirements across institu-
tions into subthemes aligned with each Performance Standard. Institutional 
differences and points of convergence within each standard were then coded 
by organizing theme, allowing the team to assess variations in scope, depth, 
and treatment of specific policy elements across development finance in-
stitutions. Beyond the content of individual standards, the evaluation team 
compared the architectural features of each institutional framework, includ-
ing policy hierarchies, vision statements, roles and responsibilities, scope 
of application, and integration of exclusion lists or information disclosure 
policies. Review of the frameworks of each comparator allowed for extraction 
of data into the analytic framework and structured visualizations. 

Second, a more detailed comparison of the Performance Standards (or 
equivalent) was conducted for the Asian Development Bank, the European 
Bank for Reconstruction and Development, and IFC. This subset of the 
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comparators was selected because of the relative concentration of private 
sector operations in the portfolio and the recency of updates made to these 
institutions’ E&S standards (or equivalent) for clients. Drawing on the analyt-
ic framework for the architecture analysis, this review identified key points of 
comparison in several areas for each peer institution, indicating additional con-
siderations for each, with a view to determining the peer in the comparison with 
the highest standard of requirements for clients. The results of this exercise are 
reported in appendix B. 

Third, the team conducted a comparison of the complaints reported to 
the accountability mechanisms of peer institutions, inclusive of the Asian 
Development Bank, the European Bank for Reconstruction and Development, 
IFC, and the World Bank. The African Development Bank and the Inter-
American Development Bank were omitted from this exercise because of the 
differences in reporting modalities of their accountability mechanism annual 
reports. Drawing on the five most recently disclosed annual reports for each 
peer’s accountability mechanism, the team extracted relevant data and created a 
structured database. For the purposes of peer comparisons, some of the catego-
ries expressed by each institution were incorporated into one broader category, 
except in instances where categories seemed incompatible. Complaints were 
coded according to each of the categories identified. A rank-based comparison 
exercise was then conducted to determine the relative frequency of each com-
plaint category across peers. Each of the top five most frequently occurring 
complaint categories for peers received a score of 1 to 5, with 5 being the most 
frequently occurring and 1 being the least frequently occurring. The complaint 
categories with the highest totals across all peers were then ranked the highest. 

Data from International Finance Corporation 
Internal Monitoring Systems, Such as Risk Ratings 
and Environmental and Social Action Plans 

The team used IFC internal monitoring data to study changes in portfolio risk 
ratings over time, client E&S performance changes, and the frequency of client 
risk rating changes. In addition, the team reviewed project-level ESAPs and su-
pervision reports for the case study analysis of the implementation of grievance 
redress mechanisms. 
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International Finance Corporation Environmental 
and Social Staffing Data 

The evaluation team obtained annual E&S staffing data from IFC’s Human 
Resources department. The data set aggregates full-time staff and consul-
tant head counts by duty station and position title. Using position titles, the 
team classified staff into three categories: (i) core E&S specialists (defined as  
E&S staff with specialist, senior specialist, principal, and chief titles); (ii) 
support staff, including administrative, legal, finance, budget, and communi-
cations roles; and (iii) executive and managerial staff. The analysis focused 
on changes in the number of core E&S staff since FY12 and compared these 
trends with changes in the size and composition of IFC’s investment  
portfolio over the same period. 

Management Action Plans Arising from the Office 
of the Compliance Advisor Ombudsman Cases 

IEG conducted a review of 12 purposively selected Management Action 
Plans, encompassing both earlier and more recent cases. Five of these 
Management Action Plans are the latest issued by IFC in response to the 
Office of the Compliance Advisor Ombudsman investigations. The other  
7 were chosen to provide a representative distribution across various 
sectors—including agribusiness, extractives, infrastructure, financial inter-
mediaries, and social sectors—and modalities such as direct investments and 
financial intermediary lending, covering the time frame from 2007 to 2025. 
Selection prioritized cases that have set precedents or exposed systemic gaps 
within IFC’s E&S framework. 

Disclosures Analysis 

The team undertook an analysis of the extent to which IFC complies with 
existing commitments in the Access to Information Policy through a review 
of information included in the public disclosure portals of a sample of  
IFC projects. The review was inclusive of high- and moderate-risk direct 
investment and financial intermediary projects included in the portfolio for 
the evaluation that were approved between FY12 and FY25. 
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First, the evaluation team identified a representative, stratified sample of 
projects. A total of 150 projects were selected from 3,283 eligible projects ap-
proved between FY12 and FY25, equating to about 4.6 percent of all eligible 
projects. Projects were first stratified according to risk category (category A, 
B, FI-1, or FI-2) and assigned a random number within their respective stra-
ta. Projects were then ordered according to their randomly assigned number, 
with the representative number of projects for each strata drawn from the 
top of the list. Where relevant, the evaluation team also reviewed the dis-
tribution of projects across approval years, regions, and sectors (to check 
for major imbalances), although these variables were not used as primary 
stratification layers. Table A.2 presents the overall and sampled number of 
projects from within each strata.

Table A.2.  Overall Projects in the Portfolio and Sampled Projects  

(number)

Category Overall Projects in the Portfolio Sampled Projects 

A 207 9

B 1,737 79

FI-1 111 5

FI-2 1,228 57

Source: Independent Evaluation Group.

Second, the evaluation team conducted an in-depth review of project 
disclosure portals for each project in the sample, supported by a structured 
coding protocol. The protocol aligned with selected Access to Information 
Policy requirements for IFC projects and covered both preapproval and 
post–Board of Executive Directors disclosure activities, differentiated by 
project risk category. For the preapproval disclosure, we assessed, for all 
projects, whether the disclosure portal included a Summary of Investment 
Information, provided a rationale for the E&S risk categorization, and 
described E&S risks, which were rated on a three-point scale. For direct 
investments, we further examined whether projects disclosed an E&S 
Review Summary, described key mitigation measures, provided details on 
project-level grievance redress mechanisms, disclosed information on IFC’s 
direct complaints mechanisms, and made Environmental and Social Impact 
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Assessments publicly available. For financial intermediary projects, the 
evaluation team assessed whether disclosure materials described measures 
to strengthen clients’ E&S management systems, as reflected in ESAPs. 

Projects were assigned a rating on the extent of analysis of project E&S risks 
and the extent of description or analysis of the measures put in place to 
mitigate these risks. Projects were rated on a scale of 1 to 3, with 1 being a 
generic list of risks or mitigating measures, 2 being a list of E&S risks or mit-
igating measures with some explanation or analysis, and 3 being a list with 
more detailed explanation or analysis. 

For post-Board disclosure, the evaluation team assessed whether projects 
disclosed an ESAP and whether the disclosure portal included updates on 
the status of ESAP items. In addition, we assigned each project a score on a 
four-point scale (0 to 3) based on the depth and quality of information pro-
vided in ESAP status updates. Projects that did not provide any ESAP status 
updates in the disclosure portal received a score of 0. Projects that reported 
only delivery dates or high-level status updates without additional context 
received a score of 1. Projects that included some contextual information or 
brief explanatory notes on ESAP progress received a score of 2. Projects that 
provided more detailed and substantive descriptions of ESAP implementa-
tion status, including surrounding context, received a score of 3. The coding 
process resulted in a structured Microsoft Excel database that contained 
standardized data points for each of the 150 projects included in the sample. 

Finally, we analyzed the data for all 150 projects and produced basic sum-
mary data using pivot tables and cross-tabulation to identify key trends and 
patterns. Results were disaggregated by E&S risk category (A, B, FI-1, and 
FI-2). The team used the analysis to develop the findings described in the 
main report. 

Gender-Based Violence Review 

The evaluation team used a mixed methods approach to examine the inte-
gration and effectiveness of gender-based violence (GBV) risk management 
in IFC projects. We conducted a systematic text-based review of ESAPs and 
applied predefined keyword dictionaries and proximity-based search rules to 
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identify GBV-related actions. The search covered explicit references to  
GBV and sexual exploitation, abuse, and harassment; workplace harassment 
and misconduct; and programmatic mitigation measures such as codes 
of conduct and grievance redress mechanisms, including proximity rules 
linking gender-related terms with complaints, safeguarding, and reporting 
mechanisms. 

Using this approach, we identified and analyzed 338 ESAP actions to classify 
types of mitigation measures and assess alignment with IFC Good Practice 
Notes. With support from the IFC Information Technology team, the eval-
uation team extracted GBV risk ratings from ESG360 to assess portfolio 
coverage and changes in risk classification over time. 

The evaluation team complemented the ESAP analysis with a portfolio 
review of 25 projects selected from operations with multiple GBV-related 
ESAP actions and balanced across regions and sectors to examine supervi-
sion, monitoring, and implementation support. The team also conducted 
key informant interviews with 18 IFC E&S staff and GBV specialists and 5 
client E&S specialists. Finally, the team undertook in-depth case studies of 
four projects using process tracing, combining document review and inter-
views with IFC and client E&S teams to examine how GBV risk screening, 
mitigation, grievance redress, and response mechanisms operated across the 
project life cycle. 

Interviews with Clients, Civil Society 
Representatives, International Finance 
Corporation Staff, and Managers 

As part of the mixed methods design, the evaluation team conducted 
structured interviews with IFC staff (E&S staff, investment staff, and man-
agement) and IFC clients across real sector and financial intermediary 
operations. Interview guides were developed separately for clients and inter-
nal IFC stakeholders and were explicitly mapped to the EQs, including the fit 
for purpose of the Sustainability Framework, appraisal and monitoring pro-
cesses, learning and feedback loops, and the achievement of E&S outcomes. 
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Client interviews focused on institutional context, E&S risk profiles, E&S 
management systems, experience implementing the Performance Standards, 
interactions with IFC during appraisal and supervision, and perceived value 
added and demonstration effects. Interview protocols were structured to 
elicit evidence relevant to EQ1a, EQ1b, and EQ2b, with emphasis on  
(i) how IFC appraisal and supervision processes shaped implementation of 
the Sustainability Framework and (ii) factors associated with variation in 
achievement of Performance Standards objectives across projects. 

Interviews with IFC staff discussed challenges related to the coverage of 
Performance Standards, as well as their application, implementation, ap-
praisal, monitoring, risk management, learning systems, organizational 
structure, and staffing. While interview guides followed a common structure 
to ensure comparability across interviews, interviewers retained flexibility 
to probe emerging issues and tailor follow-up questions based on respon-
dents’ roles, sectors, and country contexts. A total of 153 interviews were 
analyzed with NVivo. Most interviews (69 percent) were conducted with 
IFC staff, more than any other group (tables A.3 and A.4). Responses were 
treated as confidential and anonymized in all reporting. The evaluation 
team systematically coded and triangulated interview evidence with portfo-
lio analysis, document review, and administrative data to inform evaluative 
judgments and identify common patterns, enablers, and constraints affect-
ing Sustainability Framework implementation and outcomes.

Table A.3.  Interviews by Interviewee Institution Type 

Institution Type Number Share of Total Interviews (%) 

IFC 106 69

Client 31 20

CSO 9 6

Other 4 3

Government 3 2

Total 153  n.a.

Source: Independent Evaluation Group.

Note: CSO = civil society organization; IFC = International Finance Corporation; n.a. = not applicable.
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Table A.4.  Interviews by Interviewee Role

IFC Staff Role Number Share of Total IFC Interviews (%) 

E&S 59 56

Business 26 25

Management 15 14

Operations and advisory services 6 6

Total 106  n.a.

Source: Independent Evaluation Group.

Note: E&S = environmental and social; IFC = International Finance Corporation; n.a. = not applicable.

The team developed an interview coding structure. Templates for interviews 
were developed and applicable to the type of respondent but aligned with 
the types of EQs that the interviews aimed to answer. The first phase of the 
analysis relied on deductive strategies to support data organization and 
management, specifically in relation to EQ1a, EQ1b, and EQ2b. The topic 
codes included the following broad categories: fit for purpose, implementa-
tion, factors affecting implementation, and systems and outcomes tracked. 
Second, the evaluation team developed attribute coding to sort by data type, 
role, and type. Data type was divided into key interviewee categories, in-
cluding clients, civil society organizations, and IFC staff (E&S, investment 
officers, and management). The third phase was designed to narrow the cod-
ing to topics that could substantiate emerging ideas and hypotheses linked 
to the EQs, especially in areas where evidence was needed to triangulate and 
validate findings from other methods. In this phase, the team focused on 
analyzing the data within each selected topical category to develop themes 
and findings. 

The evaluation team applied a mixed methods design grounded in rigorous 
quantitative analysis and a detailed conceptual framework. The team used 
econometric and statistical analysis of IEG-validated E&S ratings—combined 
with IFC portfolio, monitoring, and human resources data—to identify trends 
and factors associated with projects’ E&S performance and improvements 
over time. The econometric results are presented in appendix C. The qualita-
tive analysis of IEG’s project validations and evaluations complemented this 
quantitative analysis. The evaluation team also analyzed IFC’s E&S staffing 
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and organizational patterns and carried out a benchmarking review of the 
multilateral development banks’ E&S frameworks and harmonization prac-
tices. The team further analyzed gender approaches in a purposive project 
sample, reviewed IFC–World Bank collaboration in a separate sample of 
joint operations, and assessed IFC’s organizational learning by examining 
Management Action Plans arising from the Office of the Compliance Advisor 
Ombudsman cases. The conceptual framework guided the analysis by map-
ping actors, responsibilities, outcomes, and explanatory factors. Finally, the 
evaluation team triangulated evidence across all methods through struc-
tured cross-team workshops to ensure coherence, robustness, and depth in 
the findings. 

Case Studies 

The evaluation team used an illustrative case study approach to examine 
how IFC’s Sustainability Framework was applied in practice within selected 
IFC-supported investments. Illustrative case studies were chosen to pro-
vide concrete, context-rich examples of how the Sustainability Framework’s 
principles and Performance Standards are operationalized across different 
investment settings. The case studies also aimed to selectively document 
instances of E&S outcomes associated with a particular investment; they 
were not intended to assess the extent of client compliance or causality. 
The unit of analysis for each case study was the project level; projects were 
selected according to the criteria described in this section. During case study 
missions, teams also engaged in several corporate-level interviews of IFC 
E&S and investment staff. The interviews had a complementary but distinct 
purpose of feeding into the wider global evaluation findings, rather than 
focusing on the project case study level. 

The case studies were guided by the following subset of the EQs: 

 » EQ1a: To what extent have the Sustainability Framework’s Performance 

Standards remained fit for purpose across instrument types, for IFC’s evolv-

ing business model, and for key established and emerging E&S themes? 
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 » EQ1b: To what extent have IFC’s appraisal and monitoring processes enabled 

effective implementation of the Sustainability Framework, and what factors 

enabled or constrained its implementation? 

 » EQ2b: To what extent do projects achieve the Performance Standards’ stated 

objectives (minimize risks, improve E&S practices, and provide livelihood 

restoration), and what factors explain variation in achievement? 

Case Study Selection 

Cases were selected using purposive sampling, guided by predefined in-
clusion criteria and the objective of capturing variation across key IFC 
investment typologies. Each case study team conducted a basic portfolio 
review exercise to analyze the composition of the portfolio in their region of 
focus. The team then applied inclusion criteria to ensure the following: 

 » Selection of only projects with an E&S classification of category A or B (to 

ensure a degree of complexity in E&S requirements and corresponding  

IFC supervision arrangements) 

 » Selection of projects from both direct investments and financial intermediary 

investments 

 » Selection of both loans and equity investments 

 » Selection of some projects with changes to their E&S risk rating during im-

plementation 

Once these criteria were applied, the team conducted a basic evaluability 
exercise. First, projects identified needed to demonstrate a degree of data 
and documentation on the ESG360 platform and ESGDocs, both fundamental 
aspects of IFC investment E&S recordkeeping and project cycle informa-
tion. Second, investments needed to be active to ensure the existence of 
an ongoing relationship between IFC and the client and to allow for access 
to the client so the evaluation team could conduct detailed semistructured 
interviews and site visits. Third, teams consulted with IFC colleagues to de-
termine the feasibility and relevance of the cases selected. 
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Applying these criteria produced a selection of projects that reflected 
typological variation of investment characteristics and E&S character-
istics. Taken together, the case studies represented the breadth of the 
Sustainability Framework’s application. The case studies applied different 
Performance Standards, demonstrated different levels of E&S performance, 
and reflected varied IFC due diligence and supervision arrangements. 
They also incorporated a variety of country and client contexts, including 
coverage of a range of profiles from within the global IFC Sustainability 
Framework portfolio, exemplifying key features of implementation. 

Case Study Data Collection and Analysis 

The evaluation team drew on data from project documentation, publicly 
available IFC disclosures, and secondary materials, including E&S Review 
Summaries, Annual Monitoring Reports, and other relevant project cycle 
documents. This review process, together with preliminary interviews with 
relevant regional and project-level IFC E&S staff, allowed each team to 
formulate working hypotheses on the particular E&S actions, the extent 
of IFC’s involvement and support to the client, and some of the potential 
achievement of stated objectives and outcomes associated with a given 
project. 

Each team then conducted a case study visit. Visits included detailed semi-
structured interviews and focus group discussions with relevant IFC staff in 
country, semistructured interviews at offices and sites with IFC clients, and 
semistructured interviews with representatives of civil society organizations 
and national regulatory authorities, where relevant. In these case studies and 
at headquarters, the team interviewed about 106 IFC staff, 31 clients, and  
9 civil society organizations. 

The evaluation team wrote up the findings of each case study in a detailed 
internal case study deliverable. The team organized structured analytic 
workshops to compare and triangulate findings, integrate case study data 
into the wider evaluation, and develop case study examples for the evalua-
tion report. 
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Focused Joint International Finance Corporation–
World Bank Project Review 

The focused joint IFC–World Bank project review used a case-based inquiry 
approach, drawing on light-touch qualitative examination of purposively 
selected projects. The objective was to generate contextualized qualitative 
insights and lessons on the extent and nature of IFC and the World Bank’s 
collaboration on E&S management in practice. It was not intended as a full 
case study but as an illustrative lens to explore implementation processes 
and assess areas of strengths and weaknesses in IFC and the World Bank’s 
coordination on E&S management from the perspective of policy and imple-
mentation arrangements and outcomes across contexts. 

Accordingly, the focused project review was guided by the following subset 
of the EQs: 

 » EQ3a: What are the potential challenges and opportunities in harmonizing 

the E&S policy and standards within the Bank Group?  

 » EQ3b: What are the potential challenges and opportunities of harmonizing 

the E&S implementation arrangements within the Bank Group? 

The evaluation team first identified a portfolio of IFC projects using an ex-
isting corporate-level database that IEG maintains on joint World Bank and  
IFC working practices. The portfolio consisted of 66 projects approved 
between FY12 and FY24 that had applied the Sustainability Framework and 
consisted of some kind of joint engagement that involved IFC and the  
World Bank (the International Bank for Reconstruction and Development 
and the International Development Association). 

The team then developed selection criteria and applied them to the portfo-
lio to narrow down the number of projects included for deep dives, in which 
relevant project documentation would be reviewed and key staff interviewed. 
Given the relatively small size of the portfolio relative to the overall portfo-
lio for the evaluation and the lack of portfolio data on the scope and nature 
of joint work, the team determined that it would be most useful to iden-
tify a subset of projects for deeper dives. These deeper dives would entail 
document review of relevant project cycle documents and semistructured 
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interviews with E&S specialists. To identify projects that produce relevant 
data, the team applied the following selection criteria: 

 » The project has an E&S risk categorization of category A or category B (or 

category C if the project is a complex infrastructure or energy project). This 

categorization is likely to entail more complex E&S risks, with a higher  

potential for producing interesting lessons. 

 » The project was approved in FY18–23. This range is likely to result in recent 

institutional memory of the project cycle, including appraisal and super-

vision, and to allow some amount of time for projects to have entered into 

implementation. 

Application of these selection criteria resulted in a list of 10 projects.  
For each project, the team reviewed key project cycle documentation and 
reached out to relevant IFC lead E&S specialists for semistructured inter-
views. 

Four projects were identified as having had meaningful engagement from 
both IFC and the World Bank during implementation and were therefore 
suitable for additional interviews and a more detailed case study. For each 
project, this appendix provides a more detailed summary with project- 
specific findings and lessons. The other projects did not entail significant 
collaboration because E&S management functioned on a delegated basis or 
the project itself was too nascent to necessitate further exploration through 
interviews. For each project, data were collected through semistructured 
interviews with key stakeholders (19 stakeholders in total). 

Evaluation Criteria 

The analysis was grounded in criteria for evaluating the Sustainability 
Framework’s fit for purpose, performance, and results. 

Fit for Purpose, Including Relevance 

This criterion assesses whether the Sustainability Framework’s policy ar-
chitecture, Performance Standards, and supporting guidance remain useful, 
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practical, and relevant for IFC’s current business model and today’s E&S risk 
landscape. The criterion considers the following areas: 

 » Coverage of key issues: whether the Sustainability Framework addresses the 

full range of contemporary E&S themes, including gender and GBV or sexu-

al exploitation, abuse, and harassment; climate risk and climate reporting; 

biodiversity; vulnerable groups; stakeholder engagement and reprisals risks; 

supply chains; contractor management; and data protection 

 » Applicability across IFC’s instruments: whether requirements are suitable 

for direct investments, equity, corporate finance, financial intermediaries, 

fintech, capital markets, trade finance, and other modalities that differ from 

the original project finance model 

 » Clarity, proportionality, and usability: whether expectations for clients and 

IFC staff are clear, realistic, and appropriately differentiated by risk and  

capacity 

 » Alignment with peer institutions and Global Practices: whether the 

Sustainability Framework keeps pace with updates made by other multilateral 

development banks and international standards 

 » Responsiveness to stakeholder expectations: whether the Sustainability 

Framework reflects the needs and priorities of clients, civil society organiza-

tions, affected communities, and the Bank Group 

Performance 

This criterion looks at how well IFC and its clients implement the 
Sustainability Framework in practice. The criterion focuses on the  
following areas: 

 » Client implementation: functioning E&S management systems; completion 

and quality of ESAPs; management of labor, safety, community, and environ-

mental risks; and the existence and use of grievance redress mechanisms 

 » IFC work quality: strength and timeliness of due diligence, supervision, 

follow-up on issues, escalation of noncompliance, documentation, and 

support to build client capacity 
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 » Monitoring, reporting, and transparency: adequacy and reliability of client 

reporting, IFC’s use of E&S risk ratings and data systems, and adherence to 

disclosure requirements 

 » Learning and adaptation: how IFC updates guidance, practices, and systems 

in response to experience, evaluations, and accountability mechanisms 

Results and Outcomes 

This criterion looks at the real-world E&S outcomes associated with  
IFC-supported projects. The criterion considers the following areas: 

 » Environmental outcomes: pollution reduction, improved resource and waste 

management, biodiversity protection, and avoidance of environmental harm 

 » Social outcomes: worker safety, reduced accidents, fair labor conditions, 

community protection, avoidance or mitigation of displacement impacts, 

functioning grievance channels, and benefits for vulnerable groups 

 » Use of the mitigation hierarchy: evidence that risks were avoided, mini-

mized, mitigated, or compensated 

 » Sustainability of outcomes: whether positive practices are maintained over 

time, especially after IFC’s supervision or exit 

 » Balance of positive and adverse outcomes: identification of improvements 

and harms linked to gaps in screening, capacity, or implementation 

Methodological Limitations 

The evaluation team faced methodological challenges related to data  
fragmentation, migration quality, and access constraints across IFC’s E&S 
information systems. Key E&S documents and project-level information are 
located within various platforms: ESG360, ESGDocs, and iPortal. This com-
plicated systemic data consolidation and review. In 2022, IFC introduced 
ESG360 as a new platform to replace the extant E&S platform. Historical 
data were migrated into the new system, and manual reviews of older proj-
ects indicate that the migration introduced some inconsistencies in the 
underlying records. For example, the ESAP requirements might be flagged 
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as overdue in a structured field, while the accompanying documentation 
suggests the actions were completed. In addition, supporting documentation 
is housed in ESGDocs, an unstructured repository organized by country and 
project folders. Together, these factors limited the evaluation team’s ability 
to perform portfolio-wide analysis of E&S issues, such as risk reporting and 
actual versus recorded ESAP implementation status.

Another key data limitation concerns the prevalence of “no opinion possi-
ble” ratings in the E&S validations database. Such ratings reflect cases in 
which available documentation or monitoring evidence was insufficient to 
assess performance against applicable Performance Standards. For most 
projects, E&S validation ratings are based on desk-based reviews, except 
for 19 Project Performance Assessment Reports, for which IEG conducted 
field-based validations. As a result, for most of the portfolio, the evalua-
tion is constrained by the scope, quality, and completeness of information 
provided in project documentation and by project teams. The constraints 
create analytic gaps that may mask areas of weak or uneven implementation, 
particularly where risks were present but not adequately documented. While 
these ratings do not indicate poor performance, their prevalence limits the 
evaluation team’s ability to draw definitive conclusions about clients’  
E&S management system implementation and results across all Performance 
Standards and may lead to a partial view of E&S performance that reflects 
data availability rather than underlying compliance. 

An additional limitation relates to case study selection and access. Although 
cases were identified through purposive sampling using predefined criteria 
to capture variation across investment typologies, the final short list of case 
study projects required clearance by IFC, and participation depended on 
clients’ willingness to engage with the evaluation team. These steps, while 
necessary for operational and access reasons, may have introduced selec-
tion effects. In particular, the resulting sample may underrepresent projects 
with weaker IFC–client relationships, more contentious E&S issues, or lower 
levels of documentation and engagement. As a result, case study findings 
should be interpreted as illustrative of how the Sustainability Framework 
operates across a range of contexts rather than as representative of the full 
distribution of client experiences or E&S outcomes in the IFC portfolio. 
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A final limitation concerns the availability and granularity of data on fi-
nancial intermediary clients’ subportfolios. For most financial intermediary 
investments outside of fund structures, IFC reporting focuses on the inter-
mediary entity rather than on underlying subprojects, resulting in limited 
and uneven visibility into the subportfolio composition, exposure to  
E&S risks, and the quality of risk management at the subproject level. As 
a result, the evaluation team was often unable to systematically assess the 
nature and magnitude of E&S risks faced by financial intermediary subbor-
rowers or to evaluate how effectively those risks are identified, mitigated, 
and monitored in practice. While this lack of transparency is itself an im-
portant evaluation finding, it also constitutes a methodological constraint: 
for a substantial portion of the financial intermediary portfolio, subportfolio 
risks and outcomes remained largely unobservable to the evaluation team, 
creating a “black box” that limited comparability with direct investments 
and constrained conclusions about E&S performance beyond the  
intermediary level. 

The evolving nature of the organizational structure limited the evalua-
tion team’s ability to draw definitive conclusions about effectiveness and 
attribution. Frequent changes in mandates, reporting lines, and team con-
figurations during the evaluation period complicated the identification of 
a stable unit of analysis and made it difficult to disentangle outcomes as-
sociated with the intervention from those driven by broader organizational 
restructuring. These shifts also affected the consistency and comparability of 
data over time, as roles, performance indicators, and reporting practices have 
evolved. As a result, some findings reflect conditions specific to particular 
phases of the organizational evolution, requiring cautious interpretation and 
time-bound framing of conclusions.
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Appendix B. Comparison of 
Multilateral Development 
Banks’ Environmental and Social 
Frameworks

The evaluation team carried out a comparative benchmarking of the 
Sustainability Framework of the International Finance Corporation (IFC) 
with similar frameworks at peer institutions. The process involved com-
paring IFC’s and peers’ policy architecture, the scope and coverage of each 
Performance Standard, and a series of relevant cross-cutting issues. The 
team selected peer institutions based on the relevance of their operating 
model and respective environmental and social management approach to 
that of IFC. This approach resulted in inclusion of the African Development 
Bank, the Asian Development Bank, the European Bank for Reconstruction 
and Development, the Inter-American Development Bank, and the  
World Bank. Box B.1 and tables B.1 through B.9 summarize the key findings.

Box B.1.  Comparison of Environmental and Social Frameworks:  

Key Findings

Environmental and Social Frameworks 

All peer institutions reviewed have frameworks that are more recent than the 

International Finance Corporation’s (IFC’s) 2012 Sustainability Framework, although 

the timing and scope of updates differ. The European Bank for Reconstruction and 

Development is the closest comparator in terms of private sector orientation, whereas 

the Asian Development Bank’s recent framework is notable for explicitly addressing a 

wider range of instruments within a single structure. IDB Invest is not included be-

cause it uses IFC’s Performance Standards as its technical reference point. 
(continued)
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Table B1.1.1.  Environmental and Social Frameworks of  

Peer Institutions

Institution Framework Year

Private sector focused 

International Finance 
Corporation

Sustainability Framework 2012 

European Bank for 
Reconstruction and 
Development

Environmental and Social Policy 2024

Private sector focused

World Bank Environmental and Social Framework 2016

Inter-American 
Development Bank

Environmental and Social Policy 
Framework

2020

African Development Bank Integrated Safeguards System 2023

Asian Development Bank Environmental and Social Framework 2024

Source: Independent Evaluation Group.

Framework Architecture

The overall architecture of peer frameworks remains closely aligned with the structure 

established by IFC, including the distinction between institutional policy, lender 

responsibilities, and client requirements. Most institutions retain a standards-based 

approach for borrower obligations and follow a broadly similar sequencing of  

thematic areas. 

Some institutions separate aspirational objectives from mandatory requirements through 

vision or policy statements, which can help clarify the distinction between high-level 

goals and operational obligations. Differences in architecture across institutions are  

otherwise limited and generally do not affect the core functioning of the frameworks. 

Standards 

Peer institutions have retained the original structure of eight core standards while 

expanding or adapting selected areas over time. In some cases, additional standards 

have been introduced to address themes such as financial intermediaries, stakeholder 

engagement, gender, or climate change. 
(continued)

Box B.1.   Comparison of Environmental and Social Frameworks:  

Key Findings (cont.)
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These additions often reflect different approaches to organizing similar issues. In IFC’s 

framework, many of these topics are addressed as cross-cutting themes or through 

guidance and implementation practice rather than through stand-alone standards. 

This approach represents a difference in how requirements are articulated, rather than 

a fundamental divergence in underlying objectives. 

Standard 1: Assessment and Management of Environmental and Social Risks and 

Impacts  

Across institutions, standard 1 (and its equivalents) provides the core framework for 

environmental and social risk management systems. IFC’s Performance Standard 1 re-

mains broadly aligned with peer approaches. Some peer frameworks articulate more 

explicitly how requirements apply across different instruments and contexts, including 

financial intermediaries and complex operations. IFC addresses many of these areas 

through guidance and operational practice, with variations in how explicitly they are 

reflected in policy text. 

Standard 2: Labor and Working Conditions 

Requirements related to labor and working conditions are broadly aligned across  

institutions and continue to draw on international standards, including those of the 

International Labour Organization. Some peer frameworks include more explicit pro-

visions on topics such as data protection, gender-related risks, and grievance redress 

mechanisms. IFC addresses many of these aspects through guidance and practice, 

reflecting a difference in the degree of specification in policy language. 

Standard 3: Resource Efficiency and Pollution Prevention 

Peer frameworks include additional details in areas such as waste management, 

resource efficiency, and technological benchmarking. Some institutions frame these 

concepts using evolving terminology (for example, circular economy or best available 

techniques). IFC’s framework reflects similar objectives, with differences in how these 

elements are specified and operationalized in policy and guidance.  

Box B.1.   Comparison of Environmental and Social Frameworks:  

Key Findings (cont.)

(continued)
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Standard 4: Community Health, Safety, and Security 

Peer institutions have elaborated on provisions related to community risks, including 

areas such as traffic safety, natural hazards, and climate-related risks. As with other 

standards, IFC addresses many of these issues, though the level of detail and specific-

ity varies across institutions. 

Standard 5: Land Acquisition and Involuntary Resettlement 

Approaches to land acquisition and resettlement are broadly consistent across insti-

tutions. Peer frameworks include additional clarifications in areas such as vulnerable 

groups, legacy issues, and cases involving significant displacement. IFC’s framework 

addresses these topics, with variation in how explicitly they are reflected in policy 

provisions. 

Standard 6: Biodiversity Conservation and Sustainable Management of Living 

Natural Resources 

Peer frameworks have incorporated evolving practices in biodiversity management, 

including expanded consideration of ecosystem-level impacts and resource use. 

IFC’s framework reflects similar core principles, with differences in the extent to which 

emerging practices are explicitly integrated into policy text versus guidance. 

Standard 7: Indigenous Peoples 

Frameworks across institutions address Indigenous Peoples’ rights and impacts in broadly 

similar ways, with variations in definitions, scope, and application. Peer frameworks more 

explicitly incorporate certain elements, such as culturally appropriate grievance redress 

mechanisms and development planning. IFC addresses many of these areas within its 

existing structure, with differences in emphasis and level of detail. 

Standard 8: Cultural Heritage  

Policies on cultural heritage are broadly aligned across institutions. Peer frameworks 

include more explicit treatment of certain elements, such as intangible cultural 

heritage. IFC’s framework incorporates these themes, with variation in how compre-

hensively they are specified. 

Box B.1.   Comparison of Environmental and Social Frameworks:  

Key Findings (cont.)

(continued)
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Stakeholder Engagement and Information Disclosure 

Most peer institutions include a dedicated standard on stakeholder engagement and 

information disclosure, whereas IFC addresses these requirements across multiple 

standards, particularly Performance Standard 1. This reflects different approaches to 

structuring similar requirements, with peer frameworks consolidating these elements 

into a single standard. 

Financial Intermediaries 

Several peer institutions include dedicated provisions or standards for financial inter-

mediary operations, or provide more explicit guidance on how requirements apply 

across instruments. IFC addresses financial intermediary operations through its policy 

framework and guidance, with differences in how these requirements are organized 

and articulated. 

Climate Change 

Climate-related considerations are generally treated as cross-cutting themes across 

institutions, though some frameworks include stand-alone standards or more explicit 

provisions. IFC addresses climate risks through multiple standards and corporate strat-

egies, with differences in how these aspects are specified within the policy framework. 

Gender; Gender-Based Violence; and Sexual Exploitation, Abuse, and Harassment 

Peer institutions increasingly incorporate gender and related risks explicitly within poli-

cy frameworks or standards, while IFC addresses many of these areas as cross-cutting 

issues supported by guidance and implementation practice. This reflects differences 

in how these themes are integrated and specified within frameworks. 

Source: Independent Evaluation Group.

Box B.1.   Comparison of Environmental and Social Frameworks:  

Key Findings (cont.)
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Visual Comparison 

Tables B.1 through B.9 provide visualizations of the evaluation team’s 
comparative benchmarking of IFC’s Sustainability Framework with the 
frameworks of peer institutions. The focus is on comparing IFC’s policy 
architecture and the scope and coverage of each Performance Standards with 
those of the peers.

Table B.1.  Framework Architecture

Framework Elements 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Vision statement — — ǲ — ǲ ǲ

E&S policy ǲ ǲ ǲ ǲ ǲ ǲ

Purpose, objectives, and  
outcome orientation  

ǲ ǲ ǲ ǲ ǲ ǲ

Commitments ǲ ǲ ǲ ǲ ǲ ǲ

Scope of application ǲ ǲ ǲ ǲ ǲ ǲ

Lender’s roles and  
responsibilities

ǲ ǲ ǲ ǲ ǲ ǲ

Borrower and client roles and 
responsibilities

ǲ ǲ ǲ ǲ ǲ ǲ

Grievance redress and in-
dependent accountability 
mechanism

ǲ ǲ ǲ ǲ ǲ ǲ

E&S standards ǲ ǲ ǲ ǲ ǲ ǲ

Exclusion list (included in the 
framework)

— ǲ — ǲ ǲ ǲ

Access to Information Policy 
(included in the framework) 

ǲ — — — — —

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development Bank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; IDB = Inter-American Development 
Bank; IFC = International Finance Corporation; ǲ = subissue receives full coverage in the Performance 
Standards (or equivalent) of the organization; ǲ = subissue receives partial coverage in the Performance 
Standards (or equivalent) of the organization; — = subissue receives no coverage in the Performance 
Standards (or equivalent) of the organization.
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Table B.2.  Standard 1: Assessment and Management of Environmental 

and Social Risks and Impacts

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Mitigation hierarchy ǲ ǲ ǲ ǲ ǲ ǲ

Human rights ǲ ǲ — ǲ — —

World Bank Group Environmental, 
Health, and Safety Guidelines

ǲ — ǲ ǲ ǲ ǲ

Country borrower framework — — ǲ — ǲ ǲ

Associated facility ǲ ǲ ǲ ǲ ǲ ǲ

Common approach — ǲ ǲ ǲ ǲ ǲ

Third-party risks ǲ ǲ ǲ ǲ ǲ ǲ

Project-level E&S policy ǲ ǲ — ǲ — —

E&S risk assessment process ǲ ǲ ǲ ǲ ǲ ǲ

Approach to existing facilities ǲ ǲ ǲ ǲ ǲ ǲ

Approach to undefined assets ǲ — — ǲ ǲ ǲ

Contextual risk and FCS — — ǲ ǲ ǲ ǲ

Social risks and vulnerable and 
disadvantaged groups

— ǲ ǲ ǲ ǲ ǲ

High-risk projects (additional 
requirements)

— ǲ ǲ ǲ ǲ ǲ

E&S management plans ǲ ǲ ǲ ǲ ǲ ǲ

Organizational capacity and  
competency

ǲ ǲ ǲ ǲ ǲ ǲ

Emergency preparedness and 
response

ǲ — — ǲ ǲ —

Monitoring and review ǲ ǲ ǲ ǲ ǲ ǲ

Management of contractors ǲ ǲ ǲ — ǲ ǲ

Other financing modalities and 
products

— ǲ — ǲ ǲ ǲ

Stakeholder identification and 
analysis

ǲ ǲ ǲ ǲ ǲ ǲ

Stakeholder engagement plan ǲ ǲ ǲ ǲ ǲ ǲ

Meaningful consultation ǲ ǲ ǲ ǲ ǲ ǲ

Project-level information  
disclosure

ǲ ǲ ǲ ǲ ǲ ǲ

(continued)
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Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Free, prior, and informed consent ǲ ǲ ǲ ǲ ǲ ǲ

Grievance redress mechanism — ǲ ǲ ǲ ǲ ǲ

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development ank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; FCS = fragile and conflict-affected 
situations; IDB = Inter-American Development Bank; IFC = International Finance Corporation; ǲ = subissue 
receives full coverage in the Performance Standards (or equivalent) of the organization; ǲ = subissue 
receives partial coverage in the Performance Standards (or equivalent) of the organization; — = subissue 
receives no coverage in the Performance Standards (or equivalent) of the organization.

(continued)

Table B.3.  Standard 2: Labor and Working Conditions

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

HR policies and procedures — — ǲ — ǲ ǲ

Conditions of employment ǲ ǲ ǲ ǲ ǲ ǲ

Fair treatment and nondiscrimi-
nation 

ǲ ǲ ǲ ǲ ǲ ǲ

Privacy and data protection — ǲ — — — ǲ

Workers’ organizations and  
freedom of association 

ǲ ǲ ǲ ǲ ǲ ǲ

Retrenchment and collective 
dismissal 

ǲ ǲ — ǲ ǲ ǲ

Worker grievance redress  
mechanism 

ǲ ǲ ǲ ǲ ǲ ǲ

Child labor and age of  
employment 

ǲ ǲ ǲ ǲ ǲ ǲ

Forced labor ǲ ǲ ǲ ǲ ǲ ǲ

Violence, gender-based violence, 
and SEAH 

ǲ ǲ ǲ ǲ ǲ ǲ

Vulnerable and disadvantaged 
workers

ǲ ǲ ǲ ǲ ǲ ǲ

Contracted workers ǲ ǲ ǲ ǲ ǲ ǲ

Community workers — — ǲ — ǲ ǲ

Primary supply chain workers ǲ ǲ ǲ ǲ ǲ ǲ
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(continued)

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

OHS assessment and  
management system 

ǲ ǲ ǲ ǲ ǲ ǲ

Worker accommodations  
and housing 

ǲ ǲ ǲ ǲ ǲ ǲ

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development Bank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; IDB = Inter-American Development 
Bank; IFC = International Finance Corporation; ǲ = subissue receives full coverage in the Performance 
Standards (or equivalent) of the organization; ǲ = subissue receives partial coverage in the Performance 
Standards (or equivalent) of the organization; — = subissue receives no coverage in the Performance 
Standards (or equivalent) of the organization.

Table B.4.  Standard 3: Resource Efficiency and Pollution Prevention

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Good industry practice and GIIP ǲ ǲ ǲ ǲ ǲ ǲ

Best available technique and 
technology

— ǲ — ǲ — ǲ

Hazardous waste ǲ ǲ ǲ ǲ ǲ

Nonhazardous waste and  
inert waste 

ǲ

Hazardous substances and  
materials 

ǲ ǲ ǲ ǲ ǲ ǲ

Health and safety assessment — — ǲ — ǲ —

Historical pollution ǲ — ǲ ǲ ǲ ǲ

Pest management ǲ ǲ ǲ ǲ ǲ ǲ

Use and management of  
antimicrobials

— ǲ — — ǲ ǲ

Energy ǲ ǲ ǲ ǲ ǲ ǲ

Water ǲ ǲ ǲ ǲ ǲ ǲ

Raw materials ǲ ǲ ǲ ǲ ǲ ǲ

Soil — ǲ — — — ǲ

High water demand and  
additional requirements

— ǲ ǲ ǲ ǲ ǲ

Circular economy — ǲ — — — ǲ
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Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Reduce or minimize GHG  
emissions

ǲ ǲ ǲ ǲ ǲ ǲ

GHG emissions quantification ǲ ǲ ǲ ǲ ǲ ǲ

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development Bank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; IDB = Inter-American Development 
Bank; IFC = International Finance Corporation; ǲ = subissue receives full coverage in the Performance 
Standards (or equivalent) of the organization; ǲ = subissue receives partial coverage in the Performance 
Standards (or equivalent) of the organization; — = subissue receives no coverage in the Performance 
Standards (or equivalent) of the organization.

Table B.5.  Standard 4: Community Health, Safety, and Security

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Risk identification and  
management system

ǲ ǲ ǲ ǲ ǲ ǲ

Information sharing, engagement, 
and training

ǲ ǲ ǲ ǲ ǲ ǲ

Safety of infrastructure, buildings, 
and equipment 

ǲ ǲ ǲ ǲ ǲ ǲ

Safety of dams ǲ — ǲ — ǲ ǲ

Traffic and road safety ǲ ǲ ǲ ǲ ǲ ǲ

Risks and impacts to ecosystem 
services

ǲ — ǲ ǲ ǲ ǲ

Exposure to diseases ǲ ǲ ǲ ǲ ǲ ǲ

Hazardous materials safety ǲ ǲ ǲ ǲ ǲ ǲ

Emergency preparedness and 
response 

ǲ ǲ ǲ ǲ ǲ ǲ

Natural hazards and climate 
change 

ǲ ǲ ǲ ǲ ǲ ǲ

Gender-based violence and 
SEAH 

— ǲ — ǲ ǲ ǲ

Influx of project workers ǲ ǲ ǲ — ǲ ǲ

Safety of services to communities — ǲ ǲ — ǲ ǲ

Product-related health and safety 
of consumers

— ǲ — — — ǲ

(continued)
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(continued)

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Risk assessment and  
management plan

ǲ ǲ ǲ ǲ ǲ ǲ

Grievance management ǲ ǲ ǲ ǲ ǲ ǲ

Government-led security services ǲ ǲ ǲ — ǲ ǲ

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development Bank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; IDB = Inter-American Development 
Bank; IFC = International Finance Corporation; ǲ = subissue receives full coverage in the Performance 
Standards (or equivalent) of the organization; ǲ = subissue receives partial coverage in the Performance 
Standards (or equivalent) of the organization; — = subissue receives no coverage in the Performance 
Standards (or equivalent) of the organization.

Table B.6. Standard 5: Land Acquisition and Involuntary Resettlement

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Displacement occurring before 
project approval 

— ǲ ǲ — ǲ ǲ

People without title and land use 
rights 

ǲ ǲ ǲ ǲ ǲ ǲ

Census, baseline surveys, and 
eligibility determination 

ǲ ǲ ǲ ǲ ǲ ǲ

Economic displacement ǲ ǲ ǲ ǲ ǲ ǲ

Forced evictions ǲ ǲ ǲ ǲ ǲ ǲ

Stakeholder and community 
engagement 

ǲ ǲ ǲ ǲ ǲ ǲ

Vulnerable and disadvantaged 
groups 

ǲ ǲ ǲ ǲ ǲ ǲ

Gender considerations ǲ ǲ ǲ ǲ ǲ ǲ

Voluntary land donations and 
other modes of acquisition 

ǲ ǲ ǲ — — ǲ

Government and third-party role ǲ ǲ ǲ ǲ ǲ ǲ

Project-level grievance redress 
mechanism 

ǲ ǲ ǲ ǲ ǲ ǲ
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Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Significant displacement and 
additional provisions 

— ǲ — — ǲ —

Security of tenure ǲ ǲ ǲ ǲ ǲ ǲ

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development Bank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; IDB = Inter-American Development 
Bank; IFC = International Finance Corporation; ǲ = subissue receives full coverage in the Performance 
Standards (or equivalent) of the organization; ǲ = subissue receives partial coverage in the Performance 
Standards (or equivalent) of the organization; — = subissue receives no coverage in the Performance 
Standards (or equivalent) of the organization.

(continued)

Table B.7.  Standard 6: Biodiversity Conservation and Sustainable  

Management of Living Natural Resources

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Precautionary approach and 
adaptive management 

ǲ ǲ ǲ ǲ ǲ ǲ

Cumulative impacts ǲ ǲ ǲ ǲ ǲ ǲ

Landscape, seascape, and  
ecological integrity

ǲ ǲ — ǲ — ǲ

Management of ecosystem 
services 

ǲ ǲ ǲ ǲ ǲ ǲ

Modified and natural habitats ǲ — ǲ ǲ ǲ ǲ

Priority biodiversity features — ǲ — — — ǲ

Critical habitats ǲ ǲ ǲ ǲ ǲ ǲ

Offsets and no net loss ǲ ǲ ǲ ǲ ǲ ǲ

Offsets and net gain  
(critical habitat) 

ǲ ǲ ǲ ǲ ǲ ǲ

No-go zones and areas — — ǲ ǲ ǲ ǲ

Legally protected areas ǲ ǲ ǲ ǲ ǲ ǲ

Supply chains and primary  
suppliers 

ǲ ǲ ǲ ǲ ǲ ǲ

Use of genetic resources — ǲ ǲ — — ǲ

Invasive alien species ǲ ǲ ǲ ǲ ǲ ǲ

Primary production ǲ ǲ ǲ ǲ ǲ ǲ

Genetically modified organisms — ǲ — — ǲ ǲ
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Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Animal welfare ǲ ǲ — — ǲ ǲ

Antimicrobial resistance  — ǲ — — ǲ —

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development Bank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; IDB = Inter-American Development 
Bank; IFC = International Finance Corporation; ǲ = subissue receives full coverage in the Performance 
Standards (or equivalent) of the organization; ǲ = subissue receives partial coverage in the Performance 
Standards (or equivalent) of the organization; — = subissue receives no coverage in the Performance 
Standards (or equivalent) of the organization.

(continued)

Table B.8.  Standard 7: Indigenous Peoples

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Cumulative application of  
characteristics of Indigenous 
Peoples (four characteristics) 

ǲ ǲ ǲ ǲ ǲ ǲ

Engagement, participation, and 
consultations 

ǲ ǲ ǲ ǲ ǲ ǲ

Reference to rights and human 
rights 

ǲ ǲ ǲ ǲ ǲ ǲ

Development planning for 
Indigenous Peoples 

— — ǲ — ǲ ǲ

Impacts on lands subject  
to traditional ownership 

ǲ ǲ ǲ ǲ ǲ ǲ

Development of natural resourc-
es on traditionally owned land 

ǲ ǲ ǲ ǲ ǲ ǲ

Free, prior, and informed consent ǲ ǲ ǲ ǲ ǲ ǲ

Compensation and equitable 
access to benefits 

— ǲ ǲ ǲ ǲ ǲ

Relocation of Indigenous Peoples ǲ ǲ ǲ ǲ ǲ ǲ

Cultural heritage ǲ ǲ ǲ ǲ ǲ ǲ

Peoples in voluntary isolation  
and remote groups 

— — ǲ ǲ — ǲ

Culturally appropriate grievance 
redress mechanism 

— ǲ ǲ — ǲ ǲ

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development Bank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; IDB = Inter-American Development 
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Bank; IFC = International Finance Corporation; ǲ = subissue receives full coverage in the Performance 
Standards (or equivalent) of the organization; ǲ = subissue receives partial coverage in the Performance 
Standards (or equivalent) of the organization; — = subissue receives no coverage in the Performance 
Standards (or equivalent) of the organization.

Table B.9.  Standard 8: Cultural Heritage

Organizing Theme 

IFC  

(2012)

EBRD 

(2024)

World 

Bank 

(2016)

IDB 

(2020)

AfDB 

(2023)

ADB 

(2024)

Tangible and intangible cultural 
heritage

ǲ ǲ ǲ ǲ ǲ ǲ

Replicable and nonreplicable 
cultural heritage 

ǲ — — ǲ — ǲ

Movable cultural heritage — ǲ ǲ — ǲ ǲ

Assessment of risks and  
protection of cultural heritage 

ǲ ǲ ǲ ǲ ǲ ǲ

Stakeholder engagement ǲ ǲ ǲ ǲ ǲ ǲ

Stakeholder and community 
access 

ǲ ǲ ǲ ǲ ǲ ǲ

Chance find procedures ǲ ǲ ǲ ǲ ǲ ǲ

Confidentiality of location — ǲ ǲ — ǲ ǲ

Legally protected cultural  
heritage 

ǲ ǲ ǲ ǲ ǲ ǲ

Intangible cultural heritage ǲ ǲ ǲ ǲ ǲ ǲ

Special types of cultural heritage — ǲ ǲ — ǲ ǲ

Removal of cultural heritage ǲ — — ǲ ǲ ǲ

Commercial use of cultural  
heritage 

ǲ ǲ ǲ ǲ ǲ ǲ

Source: Independent Evaluation Group.

Note: ADB = Asian Development Bank; AfDB = African Development Bank; E&S = environmental and 
social; EBRD = European Bank for Reconstruction and Development; IDB = Inter-American Development 
Bank; IFC = International Finance Corporation; ǲ = subissue receives full coverage in the Performance 
Standards (or equivalent) of the organization; ǲ = subissue receives partial coverage in the Performance 
Standards (or equivalent) of the organization; — = subissue receives no coverage in the Performance 
Standards (or equivalent) of the organization.
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Appendix C. Econometric Analysis

This appendix documents the evaluation team’s econometric analysis that 
examines the determinants of environmental and social (E&S) performance 
in projects supported by the International Finance Corporation (IFC). The 
analysis addressed two related questions: (i) What factors are associat-
ed with achieving positive E&S performance at evaluation? and (ii) What 
factors are associated with improvements in performance between appraisal 
and evaluation? The objective was to test whether project characteristics, 
country context, and IFC engagement are systematically related to observed 
performance patterns. 

Literature Review and Conceptual Framework 

The team’s analytic approach was grounded in the literature on environmen-
tal, social, and governance performance and corporate social responsibility. 
Prior empirical work emphasizes three broad theoretical explanations for 
why firms differ in sustainability performance. Institutional theory high-
lights the role of formal and informal rules, regulatory environments, and 
country context in shaping firm behavior. Legitimization theory suggests 
that firms improve environmental, social, and governance performance to 
gain or maintain social legitimacy, particularly when operating in higher-risk 
or more visible contexts. Stakeholder theory emphasizes the influence of 
external stakeholders (including financiers, regulators, and communities) on 
firm incentives and behavior. 

Building on these strands, the analytic approach distinguished between 
external factors—such as country characteristics, time effects, and envi-
ronmental risk—and internal or project-level factors, including IFC’s role 
and contribution, the client’s organizational capacity, and the nature of the 
financial instrument. The team hypothesized that these factors influence 
both the level of E&S performance at project maturity and the likelihood of 
improvement over the project life cycle. 
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Data Sources and Methods 

The evaluation conducted the econometric analysis separately for direct in-
vestments and financial intermediary projects because of the differences in 
rating systems and standards. This separation is aligned with the rest of the 
evaluation’s analysis. The team restricted the sample to projects evaluated 
under the 2012 E&S policy for consistency with the scope of the evaluation, 
resulting in 228 direct investment projects and 229 financial intermediary 
projects. Not all projects had complete data for all variables included in the 
analysis. 

The analysis used E&S performance ratings and other information from the 
Expanded Project Supervision Reports, as described in box 3.1. The analysis 
defined two outcome variables: the first captures whether a project achieved 
a positive E&S performance rating at project maturity, and the second 
captures whether a project experienced an improvement in performance 
between project approval and maturity. 

The evaluation estimated the following logit models for each dependent 
variable: 

where E&S = environmental and social; ESRR = environmental and so-
cial risk rating; IDA = International Development Association; IFC = 
International Finance Corporation. 

Results 

Table C.1 reports on the results for direct investments, and table C.2 re-
ports on the results for financial intermediaries. For each outcome, two 
specifications are reported. The first includes only explanatory variables 
that are exogenous to the ratings system, such as whether the country is 
International Development Association eligible, evaluation year, environ-
mental risk category, instrument type, and the first environmental and social 
risk ratings assigned by IFC. The second specification augments this model 
by including variables that are part of the ratings framework itself, notably 
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ratings for host country laws at approval, IFC’s work quality at approval and 
supervision, IFC’s rating on E&S additionality, and client’s organizational 
capacity at approval. Chapter 3 presents the key findings from this analysis.

Table C.1. Results of Econometric Analysis for Direct Investments

E&S Performance at 

Maturity 

Change in E&S 

Performance from 

Approval to Maturity 

External 
variables

All  
variables

External  
variables

All  
variables

(Intercept) 1.359 ǯ������� ǯ����� ǯ������

(0.915) (2.844) (0.967) (1664.049)

IDA ǯ������ ǯ������ ǯ������ ǯ�����

(0.381) (0.877) (0.377) (0.568)

Evaluation year 2020 0.113 ������� 0.557 ������

(0.597) (1.326) (0.563) (0.860)

Evaluation year 2021 ǯ������ ǯ������ ǯ����� ǯ�����

(0.539) (0.998) (0.559) (0.720)

Evaluation year 2022 0.243 ������� 0.769 �������

(0.581) (1.708) (0.568) (1.219)

Evaluation year 2023 0.407 2.059 0.638 1.515+

(0.657) (1.361) (0.577) (0.806)

Evaluation year 2024 ǯ������ 1.807 0.184 0.617

(0.577) (1.239) (0.558) (0.832)

Environmental category B 0.481 ������ 0.505 1.694+ 

(0.460) (1.142) (0.543) (0.890)

Instrument loan ������� 0.595 ǯ������ 0.285

(0.416) (0.880) (0.417) (0.671)

Instrument loan and equity 0.684 1.690 0.638 1.697

(0.750) (1.449) (0.732) (1.120)

First ESRR ǯ������ ǯ����� 0.238 ǯ�����

(0.312) (0.688) (0.322) (0.493)

Rating on host country laws  
at approval 

0.654 0.119

(0.964) (0.880)

IFC’s work quality at approval 1.078 18.941

(1.218) (1664.047)

IFC’s work quality at  
supervision 

ǯ����� 0.612

(1.302) (1.577)

(continued)
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E&S Performance at 

Maturity 

Change in E&S 

Performance from 

Approval to Maturity 

External 
variables

All  
variables

External  
variables

All  
variables

IFC’s E&S additionality �������� ��������

(1.427) (0.928)

Client capacity at approval 1.239 ǯ�������

(0.858) (0.562)

Observations (no). 178 126 158 126

AIC 226.5 97.1 228.7 140.4

BIC 261.5 142.4 262.4 185.8

Log-likelihood ǯ������� ǯ������ ǯ������� ǯ������

RMSE 0.44 0.28 0.48 0.37

Source: Independent Evaluation Group.

Note: AIC = Akaike information criterion; BIC = Bayesian information criterion; E&S = environmental and 
social; ESRR = environmental and social risk rating; IDA = International Development Association; IFC = 
International Finance Corporation; RMSE = root mean square error. 

+p !����p�!������p�!�������p <.001.

Table C.2. Results of Econometric Analysis for Financial Intermediaries

E&S Performance at 

Maturity 

Change in E&S 

Performance from 

Approval to Maturity 

External 
variables

All  
variables

External  
variables

All  
variables

(Intercept) ������� ǯ������� 3.886+ ǯ�������

(2.680) (17730.371) (2.116) (2399.552) 

IDA 0.278 0.452 0.356 2.246 

(0.646) (1.144) (0.426) (1.373) 

Evaluation year 2020 ǯ������ ǯ������ ǯ������� ǯ������

(0.774) (1.717) (0.595) (1.846) 

Evaluation year 2021 ǯ������ 2.427 ǯ������ 4.198 

(0.835) (2.770) (0.693) (3.154) 

Evaluation year 2022 0.401  ǯ������ ǯ������ ǯ������

(0.962) (1.841) (0.645) (1.755) 

(continued)
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E&S Performance at 

Maturity 

Change in E&S 

Performance from 

Approval to Maturity 

External 
variables

All  
variables

External  
variables

All  
variables

Evaluation year 2023 1.332 ǯ������ ǯ������ ǯ������

(1.197) (1.813) (0.618) (1.862) 

Evaluation year 2024 18.477 19.590 ǯ������ 1.181 

(1972.046) (3464.423) (0.663) (1.895) 

Environmental category FI-1 1.422 2.483 0.100 5.546 

(1.659) (3.549) (1.412) (3.920) 

Environmental category FI-2 1.463 2.088 ǯ������ 0.774  

(1.507) (3.231) (1.324) (3.168) 

Environmental category FI-3 19.332 20.600 0.208 2.547 

(2517.129) (6242.432) (1.408) (4.332) 

Instrument loan ǯ������ ǯ������ ǯ������ 1.765 

(1.551) (2.201) (1.182) (2.021) 

Instrument loan and equity ǯ����� 0.309 ǯ����� ǯ������

(1.967) (7.326) (1.548) (3.516) 

FIG or fund 0.050 0.729 ǯ����� 0.838 

(1.760) (3.418) (1.276) (2.302) 

First ESRR ǯ������� ǯ������� ǯ������ ǯ�������

(0.902) (2.296) (0.531) (1.281) 

Rating on host country laws 
at approval 

1.236 ǯ������

(1.240) (1.764) 

IFC’s work quality at approval 22.998 17.501 

(17730.370) (2399.545) 

FC’s work quality at  
supervision

������ 3.421+ 

(1.867) (1.917) 

IFC’s E&S additionality ������� �������

(1.491) (2.817) 

Client capacity at approval 0.776 ǯ��������

(1.545) (1.326)

Observations (no.) 147 98 140 98

AIC 113.3 72.9 206.7 78.1

BIC 155.1 122.1 247.8 127.2

Log-likelihood ǯ������ ǯ������ ǯ������� ǯ������

(continued)
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E&S Performance at 

Maturity 

Change in E&S 

Performance from 

Approval to Maturity 

External 
variables

All  
variables

External  
variables

All  
variables

RMSE 0.30 0.22 0.47 0.23 

Source: Independent Evaluation Group.

Note: AIC = Akaike information criterion; BIC = Bayesian information criterion; E&S = environmental and 
social; ESRR = environmental and social risk rating; FIG = Financial Institutions Group; IDA = International 
Development Association; IFC = International Finance Corporation; RMSE = root mean square error.

+p !����p�!������p�!�������p <.001.

Additional estimations included interactions between IFC’s E&S addition-
ality and client capacity and measures of projects size. On the former, the 
analysis found that interactions between IFC’s additionality and client 
capacity are not statistically significant either for direct investments or 
financial intermediaries. On the latter, project size is not statistically sig-
nificant. When including project size, the coefficient on additionality does 
not change and remains statistically significant. For direct investments, the 
coefficient on client capacity is not significant anymore, which could be 
explained by the correlation between size and capacity. That is not the case 
for financial intermediary investments, in which the coefficient on capacity 
remains statistically significant. Additional robustness checks incorporating 
projects evaluated under the 2006 policy show that the estimated effect of 
IFC’s additionality remains large and statistically significant, while the di-
rection and significance of client capacity effects remain broadly consistent. 

Limitations 

This econometric analysis has two important limitations. First, data were not 
complete for all variables in all projects included in the analysis, as discussed 
in chapter 3. Second, many of the variables included in the analysis are cor-
related among themselves and with the outcome variables, as many of them 
belong to the same rating systems and measure different dimensions of the 
same underlying phenomena (namely, overall performance).
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