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CHAPTER 1

Evaluation, Economics, and Sustainable
Development

Abstract This introductory chapter opens the discussion on applying
economic tools for evaluating sustainable development. It sets out the
focal argument of this book that the current approach to development
evaluation, which primarily assesses the value added of growth with only a
cursory glance given to issues of inclusion, environmental stewardship,
and good governance, needs to evolve to more thoroughly account for
these critical issues.

Keywords Economic growth e Inclusion ® Environment ® Governance ®
Climate change

One of the great mistakes is to judge policies and programs by their
intentions rather than their vesults.
Milton Friedman

Evaluation has a rich history in informing work on economic develop-
ment. Both countries and financiers have used evaluations to improve
their work on development projects, individual sectors, and sometimes the
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economy. Multilateral, bilateral, and United Nations development finance
agencies have funded evaluations of their work in countries and regions
over the years, and most now have evaluation offices, many of them
independent in their mandate (Picciotto 2013). Colombia, Mexico, South
Africa, the United Kingdom, and the United States are among the grow-
ing number of nations that have strengthened evaluation capacity over the
years (Thomas and Luo 2012).

A premise in all this is that different methods of evaluation in varying
contexts can help make development programs more effective (OECD
2010). Evaluation assumes great importance when competition for scarce
resources increases. In times of crises, such as the 2008 global financial
crisis, there was demand for information on how government-funded pro-
grams were performing. Policy-makers and the public need to know which
programs are likely to achieve a high development impact and which are
not, and evaluation can try to provide that, as well as lessons for improving
programs’ performance.

Different approaches have tried to track the results of interventions.
Impact evaluation (IE) has been increasingly applied to programs in social
areas, such as education, health, and social protection (Sabet and Brown
2018). Infrastructure investments, for example, in energy, transport, and
water supply, have usually been put to the test using cost-benefit analysis
(CBA). Development agencies have assessed how well programs are deliver-
ing on the objectives they set out using objectives-based evaluation (OBE).

Evaluation intersects with economic analysis when assessing economic
development and also related social policy objectives such as investing in
people. Economic analysis has long been applied to influence develop-
ment policies at the macroeconomic and microeconomic levels (IEG
2010, 2012). There is a vast body of evidence on the economic costs and
returns of having greater openness in trade policy (see, e.g., Lukauskas
et al. 2013). Analysis of the effects of trade liberalization on agriculture,
industry, or services provides grounds for policy reform. Similarly, a great
deal of empirical work has tried to shed light on the economic returns to
individuals or households from having more education (for instance,
Hanushek et al. 2006; World Bank 2000).

One overarching objective of this book is to illustrate how evaluation
and economic tools can be applied more meaningfully with reference to
how development goals are being furthered. Development is tied to
human, social, and environmental concerns and impacts on future genera-
tions. This idea of “sustainable development” encapsulates the principal
considerations of policy and action. By the very nature of sustainable
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development, environmental protection and climate change become key
aspects of economic growth.

Development evaluation must find ways to assess sustainable development
and not just aspects of economic growth, as is often done. Specifically, the
socio-political and economic landscapes of nations need to factor in goals of
promoting greater social inclusion, environmental protection, or better gov-
ernance. By bringing economics and evaluation together, we can better see
the results of interventions through the lens of sustainable development.

A critical question that arises is the “evaluability” of complex sustain-
able development issues such as climate change, social inclusion, and good
governance. There is recognition that these issues present major chal-
lenges to traditional objectives-based evaluative enquiry (McGrail 2014).
Evaluating projects and interventions aimed at addressing them thus
requires reformulating evaluation goals and objectives, rethinking the
framing and design of evaluations, and blurring of evaluation boundaries
from being intervention-focused to being more aggregative.

Explicating the connection between evaluation and economic policy
analysis is another overall objective of this book. The payoffs to forging
connections between economics and evaluation can be high, but opportu-
nities have not been adequately seized, and economics and evaluation have
not been brought together sufficiently. Often bureaucratic motivations
have kept work in separate disciplines. Limitations of methods of analysis
and data availability have also stood in the way of stronger interactions
between the disciplines.

The interlinkages among strands of policy issues are complex, both
with respect to the challenges they pose and the opportunities they pres-
ent. This is not only the case for broader issues in economic development
but also for interventions, which can be individual projects or national-
level programs or policies. Economic motivations interact with social and
political forces in development interventions. For instance, trade liberal-
ization connects at the same time with sources of welfare gains and welfare
losses to specific groups in varying degrees, which then affect the feedback
on trade liberalization policies and democratic decisions made.

Bringing economics and evaluation together can create better interac-
tive links among policy areas, which, when exploited, illuminate aggrega-
tive issues of concern in development. Individual project or sectoral
analyses are valuable, and they are essential building blocks for assessing
crosscutting areas. However, if they are relied on to the exclusion of other
tools, as is often done, evaluation can fall short of its promise of informing
policy directions.
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EVALUATING SUSTAINABLE DEVELOPMENT

As development challenges become more complex, replicating what
worked in the past—even projects rated as highly successful—is no guar-
antee of continuing success. Continuing development problems, such as
groundwater depletion, quality of education, and income distribution,
remain intractable. Previous solutions may no longer suffice given a chang-
ing physical, social, and economic environment. New problems, such as
rising incidence of non-communicable diseases, environmental degrada-
tion, and climate change, add to the premium for innovation in projects
and development portfolio.

A recent review summarizes eight challenges in development that eval-
uation would do well to confront and address (Basu et al. 2016). These
issues resonate as priorities for development evaluation: economic growth
as a means to well-being; inclusive growth; environmental care, including
climate change; market-state balance and regulation; macroeconomic sta-
bility; technological change; social norms; and changes in global eco-
nomic forces.

Much of evaluation of projects and programs directly or indirectly deals
with the impact on efficiency and effectiveness of economic growth. There
is a great deal of good project evaluations as well as some evaluation stud-
ies considering the economy-wide impact of a financial crisis (e.g., IEO
2014), trade liberalization, or other changes on growth. But the current
approaches primarily deal with value addition in terms of economic
growth, with only a limited look at income distribution, environmental
protection, and good governance.

The challenge for evaluation is integrating environmental, social, and
institutional aims while assessing growth. The United Nations Sustainable
Development Goals (SDGs) capture these dimensions in the form of tar-
gets (United Nations 2016). Following SDGs and empirical results on
development attributes (see, e.g., World Bank 1991, United Nations
2016), this book takes sustainable development to mean a combination of
economic growth, social inclusion, and environmental stewardship under-
pinned by good governance.

As illustrated in Fig. 1.1, these developmental issues are distinct but
also interact with each other.

By the nature of the measurement of improvements, economic growth
is rightly captured in evaluation. Broadening of the focus of evaluation
from the pace of growth to the quality and impact of growth calls for
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Fig. 1.1 Interactions
among sustainable
development issues.
(Source: Authors’
illustration)
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policy to inter alia address inclusive growth. Policy-making would want to
see if people are left behind, unemployment is tackled, and inadequate
health care and lack of access to education are dealt with. These topics
merit evaluation, as evaluation agendas of various organizations indicate.

Measurement and analysis of extreme poverty have received consider-
able attention, in part because poverty reduction mirrors income growth
(holding income distribution constant). The period of the Millennium
Development Goals (MDGs) saw a sizable decline in extreme poverty
(Ravallion 2013), but serious challenges remain especially as hazards of
nature or food price shocks can easily put vulnerable populations back into
poverty. Income distribution has worsened in many countries although
evaluations do not take up distributional issues often.

Environmental protection is central to sustainable development. At the
national level, income growth that comes at the cost of environmental
damage, such as air and water pollution, is proving to be unsustainable.
Beijing and New Delhi, the capital cities of the world’s most populous
countries, suffer from dangerously high levels of air pollution. Globally,
climate change is a threat to health, livelihoods, and habitats. Climate
change mitigation and adaptation need to be integral to development
policy, and their evaluation, difficult as it may be, needs to become part of
the tool kit.

The interaction among attributes of sustainable development comes
through strongly in the case of climate change. For instance, for
infrastructure investments to generate lasting growth, they need to take
into account climate effects. Energy policies impact the adoption of renew-
able and clean energy supply on the one side and the use of polluting fossil
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fuels on the other. A few countries have launched cap-and-trade schemes
for carbon emissions, and a few others have started levying a carbon tax on
fuels. More must be done, and these efforts need to be evaluated to
strengthen outcomes.

The role of institutions and governance is another overarching dimen-
sion that calls for updates to the evaluation agenda. The functioning of
institutions is being addressed in varying degrees by evaluation groups,
including those assessing organizational units or corporate entities and
strategies or directions. Greater rigor can be introduced into such work,
and the role of public goods and market externalities given greater
attention.

A continuing question is if the pursuit of sustainable development will
come at the expense of economic growth. The neglect of environmental
externalities in policy-making would seem to suggest that it views eco-
nomic growth on the one side and environmental care and climate action
on the other as conflictive. Evaluations might shed light on the possibility
that climate mitigation and other sustainability measures might contribute
to continuing economic growth and, by the same token, turn them into
market opportunities.

In this book, we provide evidence from the experience of International
Finance Corporation (IFC) and Asian Development Bank (ADB) that
economic returns and sustainable development likely go together (Chap.
4). The key point is not only that economic growth, environmental pro-
tection, and social sustainability can go hand in hand but also that it may
be hard to sustain growth without social inclusion and environmental care.

Evaluating sustainable development can have important payoffs in two
ways. It can help keep the eye on broader development goals, such as the
SDG@Gs. It can also help to adopt efficient and effective policies and invest-
ments to further sustainable outcomes. There is likely underinvestment in
evaluating development effectiveness in general (Ravallion 2009). On top
of that, the value of evaluating sustainability suggests the need for even
stronger evaluation efforts.

Considering sustainability in evaluation has usually meant different
things to different people. One way of thinking is whether a project or an
intervention itself is sustained into the future, especially after the funding
for it has ended. This of course has broader implications in that if the proj-
ect is not sustained, its benefits too may not last.

A second approach is to look at this latter aspect directly, that is, assess-
ing the extent to which the benefits of a project, program, or policy are


https://doi.org/10.1007/978-981-13-6389-4_4

EVALUATION, ECONOMICS, AND SUSTAINABLE DEVELOPMENT 7

maintained after formal support has ended. Development Assistance
Committee’s (DAC) evaluation framework includes sustainability as one
of'its five criteria of evaluation (see Chap. 4). Under this criterion, finan-
cial and institutional and sometimes environmental care too are considered.

A third approach, which is the focus of this book, is to think of the
impact of a project or other forms of intervention on sustainable develop-
ment (see IEU 2018 for examples). In so doing sustainable development
might be taken to mean “Development that meets the needs of the pres-
ent without compromising the ability of future generations to meet their
own needs” (Brundtland 1987).

This approach might in part be synonymous with environmental stew-
ardship, as this is a highly vulnerable aspect of efforts that target economic
growth. But, under the SDGs, sustainability goes much further than the
environment, although the stress on the environment and climate is much
stronger than under the MDGs. In addition to the environment, the
SDGs emphasize social inclusion and governance (Box 1.1).

The term “sustainability,” which has roots in forest management, might
refer to human-ecosystem balance, while “sustainable development” refers
to underlying temporal processes (Shaker 2015). It would be fair to say
that policies aimed at sustainable development would promote the best
use of resources to help meet human needs while protecting the integrity
of the natural system, which in turn is essential for future human needs
to be met.

Box 1.1 Sustainable Development Goals

The Sustainable Development Goals (SDGs) of the 2030 Agenda for
Sustainable Development were adopted in September 2015 at the
United Nations Sustainable Development Summit and officially
came into force in January 2016. The goals were based on the les-
sons from the Millennium Development Goals (MDGs). In effect
during 1990-2015, the MDGs had established a common platform
to tackle extreme poverty and hunger, universal education, and bet-
ter health. During that period, extreme poverty rate dropped from
47 percent to 14 percent, the number of out-of-school children of
primary school age declined from 100 million to 57 million, and
child mortality dropped from 12.7 million to 6 million (United
Nations 2015).
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The SDGs place greater values than MDGs on building a sustain-
able world with environmental protection, social inclusion, and eco-
nomic development. One of the new goals is to combat climate
change and its impacts on public health, food and water security,
migration, peace, and security. While MDGs were intended for low-
income countries, the new goals cannot be achieved without the
efforts of all countries including high-income ones.

The 17 SDGs are no poverty; zero hunger; good health and well-
being; quality education; gender equality; clean water and sanitation;
affordable and clean energy; decent work and economic growth;
industry, innovation, and infrastructure; reduced inequalities; sus-
tainable cities and communities; responsible consumption and pro-
duction; climate action; life below water; life on land; peace and
justice strong institutions; and partnerships to achieve the goals.

At the global level, the achievement of SDGs is monitored using
the global indicator framework developed by the Inter-agency and
Expert Group on SDG Indicators, prepared in March 2015 at the
session of the United Nations Statistical Commission. The High-
level Political Forum, established in 2012, meets annually and
serves as the main platform for follow-up and review of SDGs. The
Forum offers a means to monitor the progress in each country and
region, exchange the best practices, and to foster international
cooperation.

A recent report (United Nations 2018) states that, while there
has been some progress in the three years after the SDGs were imple-
mented, progress has not been rapid enough for the targets to be
achieved by 2030. It reiterates that the challenges in achieving the
ambitious goals are interrelated and integrated approaches need to
be adopted. For example, proper management of wastewater is
closely related with public health and the environment. It also high-
lights the crucial gaps in data from national statistical and data sys-
tems to monitor the progress toward the goals (United Nations
2018). There have also been some efforts to assess the synergies and
trade-ofts among the SDGs (Pradhan et al. 2017).
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EcoNomIcs-EVALUATION INTERACTION

Economic thinking in evaluation design pertains to reflecting more ana-
lytically about the relationship between the objectives of a program or
intervention and the results. How a project or intervention is expected to
achieve results depends on the underlying assumptions—on the validity of
what economic theory and practice expect. An evaluation based on eco-
nomic thinking begins by laying out a chain linking inputs to outputs,
outcomes, and impacts for a given project.

To answer why the intervention worked or did not work, mapping out
the results chain to test the underlying assumptions is key. Many of the
events or conditions that are assumed to produce the desired outcomes
might not be in place. Nor might the interventions function as expected,
particularly in view of the growing complexity and interrelatedness of
development programs. Assumptions need to be identified and tested in
relation to the macroeconomic and political environments. Evaluation can
unbundle the theory of change to review how an intervention might con-
vert inputs and outputs into outcomes and impacts. Theory of change is
an approach for evaluation grounded in the mechanics of social change,
looking at goals and mapping backward to identify preconditions.

To be effective, evaluation needs to consider the links connecting inputs
to outputs—and to outcomes and impacts (Fig. 1.2). This requires focus-
ing on identifying what might be the right results, getting the appropriate
measures, and providing lessons to enhance development effectiveness. To
ensure some degree of objectivity, the results might revolve around com-
monly accepted and well-articulated development goals, such as the SDGs.
The development community has tried to move from a focus on inputs and
outputs to a consideration of outcomes and impacts, as has been seen in a
series of events including the 2002 International Conference on Financing
for Development in Monterrey, Mexico, which established the MDGs, and
the 2008 Forum on Aid Effectiveness in Accra, Ghana. The adoption of
the SDGs underscored the focus on getting results on the ground.

The focus on outcomes and impacts draws attention to the vital links in
the results chain and to the complexity of attributing outcomes to particu-
lar inputs. Many factors influence results, including conditions outside the
domain of the interventions. The findings of evaluations refer to and inter-
sect with the full process of the development, from inputs to outputs, to
outcomes, and to impacts relating to the interventions. By considering the
development process in designing an evaluation, findings can have value
not only retrospectively but also in real time and prospectively.
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Fig. 1.2 Development process and the results chain. (Source: Authors’
illustration)

Some evaluations have faced the criticism that they do not deal with
unintended effects and complexities. Not only direct effects, such as the
contribution of investment to economic growth, but also indirect effects,
such as the influence of improved access to water and sanitation on girls’
education, are to be considered. These latter links are often not consid-
ered, let alone quantified. The results chain must therefore consider the
intended consequences of development activities and also the unintended
impacts, such as the social dislocations caused by a road project or a water
project, which can be just as important in urban and rural settings (Tolley
etal. 1979). Itis not enough to measure only the intended results, because
the unintended ones may provide unexpected benefits or costs. Unintended
results can provide rich sources of learning for future activities and check
on current ones.

Evaluations can bring out complementary factors and synergies for
development success. For instance, links between the public and private
sectors through public-private partnerships (PPPs) could offer new
approaches to service delivery and prove to be key to outcomes. Take, for
example, PPPs in the agricultural sector. Given the private nature of agri-
cultural activities and the public-good nature of agricultural services, par-
ticularly agricultural research and extension, the extent to which
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interventions link government and private producers makes a difference
for performance of the agricultural sector.

Transport projects in various settings are seen to improve inclusion if
they are linked with programs addressing education and health care.
Observations of rural road projects in Bangladesh point to gains when
investment takes place in related areas such as education, health, and
financial literacy. Yet another example is education policy. Education
investment pays oftf when coupled with labor-market reforms to support
job creation, especially for the lower-income strata.

Measurement is another important aspect of evaluation. Independence,
objectivity, and the impartiality of data are themselves a big part of the
validity and value of evaluations. By setting clearly measurable objectives,
analysis can focus on achievements that can be independently verified.

Often, evaluation is thought to be constrained by the lack of adequate
data and information. But it is part of the evaluative process to seek and
ensure sufficient data that are credible to lead to the evaluability of proj-
ects, programs, and interventions. The appearance of big data can be a
potential aid to this endeavor, as Chap. 5 suggests.

In development economics, various empirical methods, including
econometric analysis, measure the effectiveness of interventions. Evaluation
has evolved with some dominant approaches and several strands of analyti-
cal methods tailored to specific situations, including qualitative assess-
ments (AEA 2004; ECG 2010; IED 2014).

IE, as elaborated in Chap. 2, measures the change attributable to a
program or intervention and tries to answer the question—what differ-
ence does the program make? It considers the counterfactual, which could
be pre- versus post-program situation, or with and without the interven-
tion. This approach can help assess the effects of programs that seek to
ensure greater social inclusion and environmental protection (Croke et al.
2017). The much-cited example is the case of social protection programs,
where an evaluation delineates the impacts of conditional cash transfers.

CBA, detailed in Chap. 3, is a long-standing economic tool of analysis
especially for infrastructure projects, but it can be put to better and wider use
to assess social and environmental projects as well. It does well when data on
costs and benefits of the intervention can be gathered, which is usually easier
for the so-called hard sectors like infrastructure (see, e.g., Harberger 1976;
Boardman et al. 2006). The evaluated projects are either in the public sector
or in the private sector. Its framework provides for valuation techniques to
account for externalities such as pollution and congestion as well.
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Multilateral development banks heavily use assessments of accomplish-
ments against agreed-on or planned goals, in what is often referred to as
objectives-based evaluation, as discussed in Chap. 4. The approach is
applied for public sector as well as private sector projects. There are well-
established criteria to judge project success: relevance, efficiency, effective-
ness, development impact, and sustainability (DAC 1991, 2018). Often,
ratings on each of these criteria are aggregated to assess overall performance.

The bulk of evaluations have a project and micro, and at most a sectoral
and thematic, focus. Cross-linkages and macro-aggregations are not often
done, even when actions taken at higher policy levels are decisive factors in
individual project-level success. For example, while individual analysis of
environmental projects is valuable, the government’s environmental regu-
lation might have overriding importance.

If evaluation is to contribute to improving sustainable development
outcomes, then it must straddle project and sectoral boundaries and make
calls at the macro or aggregative levels. It must assess impacts on aggrega-
tive goals such as inclusive growth, environmental care, and good gover-
nance. Doing so requires evaluation to work closely with the economics
discipline. There are risks in doing so, but the rewards would be high.

Rather than thinking of these tools and disciplines as alternatives, they
can be considered as part of a rigorous framework that mixes methods
depending on the issues at hand. Crucial to this approach would be the
identification of high-priority objectives and issues. IE can be applied
more widely than at present, not only to social policies but also to urban
development, infrastructure, and climate change policies. We must also
take CBA more seriously and not let data limitations discourage its use.
OBE would benefit from deepening linkages with economic analysis and
incorporating evidence from complementary approaches.

Evaluations and available data often lead to findings that confirm what
is known. Here, its value lies mainly in summarizing lessons and, perhaps,
in suggesting improvements for future interventions. But some evalua-
tions generate unexpected results that question the assumed connections
between actions and desired outcomes, including the critical assumptions
and context for the underlying theory of change implicit in the activity.

By pointing out crucial but neglected areas and providing timely infor-
mation to change development thinking and guide policy decisions, evalu-
ations can push policy interventions from a generally accepted but perhaps
ineffective state of inertia to a more beneficial course. There is a premium
in evaluation taking on cutting-edge issues in sustainable development,
even when data and conceptual aspects constrain the analysis.
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EvALUuATING COMPONENTS OF THE SDGS

In the context of sustainable development, Thomas et al. (2000) discussed
the need to consider the quality of growth, in addition to its quantity, in
terms of social inclusion, environmental stewardship, and the accompany-
ing governance. Sachs (2012) signaled the importance, in addition to eco-
nomic growth, of inclusion, the environment, and good governance in
thinking about sustainable development. The goals and targets under the
SDG@Gs can be laid out within these overarching aims. Progress along these
axes can be tracked, monitored, and assessed (Kharas et al. 2018).

But these issues present challenges to evaluation. In particular, evalua-
tion priorities and methods have not kept pace with the needs of assessing
outcomes in sustainable development. We need to step up evaluation
efforts at several levels, improving frameworks; methods of analysis; and
relevant and practical applications, conclusions, and recommendations.
We now take up some illustrations of how evaluation might view the prin-
cipal components of the SDGs.

Inclusive Growth

There is a growing recognition within countries that growth that is inclu-
sive is vital for how it impacts people’s well-being and for continuing eco-
nomic growth itself. Empirical studies suggest that not only does higher
inequality tend to limit the impact of growth on absolute poverty but also
that countries with high inequality may experience rising poverty despite
good growth prospects (Ravallion 1997). Piketty (2014) shows that as
economies develop, the uneven distribution of skills and education of the
workforce promotes inequality, and inequality continues to increase unless
some measures are taken (see also Lakner and Milanovic 2013).

Redistribution policies that use taxes and transfers, while politically sen-
sitive, are still the predominant tools used to address inequality. One way
to assess whether redistribution policies promote inclusive growth or not
is to distinguish market inequality (before taxes and transfers) from net
inequality (after taxes and transfers), as done by Ostry, Berg, and
Tsangarides (2014). Their empirical analysis suggests that the impact of
redistribution on inclusive growth is generally positive except for countries
where difference between the market and net inequality is extremely large
(see also Sabot et al. 2016).
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The desire to increase economic growth remains the principal driver of
policy, but there are good grounds for building inclusion into the design
and implementation of projects intended to help raise economic growth.
In the past, social inclusion and environmental protection were viewed as
good to have but their pursuit presented unacceptable trade-offs to eco-
nomic growth. However, some results have shown that projects with
objectives incorporating inclusive growth have performed well compared
to those that do not (IED 2016).

A review of 94 private sector projects at ADB since 2006 seems to sug-
gest that development results and investment profitability are not neces-
sarily incompatible. Table 1.1 shows the association (not causality)
between a project’s profitability and its development results. It suggests
that 56 of the 94 projects evaluated (60 percent) were rated by the criteria
used as both profitable and successful in contributing to development.
Earlier exercises done at the World Bank on larger samples showed a simi-
lar association (see Chap. 4).

In these private sector interventions, projects have tried to address
inclusive growth through two main channels. The majority of them have
invested in areas where there is a constraint on inclusive growth. These
investments benefit people at the bottom of the pyramid, providing infra-
structure and financial services. In addition, there are inclusive business
transactions that work with businesses that provide services to the poor,
primarily employing people from disadvantaged groups or including the
poor in their supply chains.

The recognition of the importance of inclusive growth raises several
challenges, an important one being the management of actual or perceived
trade-offs. One example is evaluating the cost involved in expanding the
reach of education and health services as well as social protection, all of
which will aid inclusion. CBA is particularly suited to weigh the additional

Table 1.1 Development results and ADB profitability ratings

Development vesults

ADB profitability High 9 56
10% 60%
Low 23 6
24% 6%
Low High

Source: IED (2016)
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expenditures against the stream of benefits accruing from broader partici-
pation of people in the growth process.

Envirvonmental Protection

Environmental protection remains a contentious, complex, and dynamic
area with a number of perceived or actual trade-offs to be considered. One
example is food security: there is the need to increase areas under cultiva-
tion while at the same time ensuring sustainable forest use and conserva-
tion. Another example is the pressure to develop fossil-fuel energy to
power growth which conflicts with controlling pollution and minimizing
damages to human health and mitigating climate change.

However, there is growing evidence that sustained growth will not be
possible in the future without tackling environmental degradation and cli-
mate change. Climate change is the greatest known threat to sustainable
development, and its impacts go far beyond natural disasters (Stern 2000).
The costs of climate-related disasters in many disaster-prone countries like
Bangladesh, Cuba, Haiti, Thailand, and the Philippines are staggering,
and they weigh down on economic growth.

A concern for environmental protection is sometimes seen as an imped-
iment for delivering efficient and effective projects as well as for support-
ing rapid growth. But evaluation results do not seem to endorse this
concern. A review of the success rates of projects with environmental-
safeguards categories shows an interesting association (not causality).
Those which needed more substantial environmental safeguards (because
of higher risks) performed better in terms of estimated project success
rates (Table 1.2). Projects are labeled Category A when they are likely to
have significant environmental risks.

These projects require an environmental-impact assessment and an
environmental-management plan, as well as an elaborate process of con-
sultation and coordination, bringing higher levels of complexity and risk.

Table 1.2 Success rates by environmental-safeguards category

Category A Category B Category C
Success rate 84% 62% 57%
Number of projects rated 64 263 166

Source: IED (2016)
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Despite these added challenges, the success rate of these projects is higher
than for projects with more limited (Category B) and minimal or no
potential environmental impacts (Category C). This may suggest that the
extra scrutiny Class A projects get on environmental grounds may have
positive spillover effects on the broader design and implementation.

Evaluation of climate change needs to account for more than goods
and services that can be monetized. Complementing CBA with additional
decision-making tools can make evaluations more comprehensive and pro-
vide more robust insights. Many of these tools, such as green accounting
methods, are in principle available for better valuations of natural capital.
The availability of data is usually a constraint to such valuations. But they
are important considering that when the destruction of natural capital is
not accounted for, growth prospects are likely inflated.

IE has been applied to assess policies for mitigating climate change and
environmental degradation. Examples include an evaluation of Brazil’s
deforestation control policies, suggesting that when a municipality is des-
ignated as a priority, deforestation rates within about 50 kilometers of its
boundaries decrease from improved monitoring, but rates farther away
increase from displacement of illicit activity (Slough and Urpelainen
2018). Another evaluation of community-based forest management in
Ethiopia (Takahashi and Todo 2012) found that the forest area managed
by forest associations declined more in the year of establishment than for-
est areas with no association, perhaps from “last-minute” logging. But on
average, the forest area of the forest associations increased by 1.5 percent
in the first 2 years, whereas those not managed as part of an association
declined by 3.3 percent.

Evaluators have been slow in applying economic evaluation tools to
environmental issues, but it is now urgent that the discipline comes to
grips with it. It is only with a swift policy response based on sound evi-
dence that countries can highlight and address issues threatening environ-
mental protection and achieve sustainable development.

Institutions and Governance

There is no universal strategy for pursuing a triple bottom line of growth,
inclusion, and environmental protection, but having better institutions
and good governance, which cut across all these areas, helps. That puts the
evaluations of institutions, corporate structures, incentives, and perfor-
mance at the center. Global measures of good governance vary a great deal
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across regions and countries and over time (Kaufmann et al. 2009). For
example, Southeast Asia fares poorly in its control of corruption, while in
East Asia, the gaps are wide for voice and accountability—an indicator
which captures perceptions of the extent to which citizens can participate
in policy-making processes and the accountability of governments. South
Asia, meanwhile, ranks low in political stability.

Good governance could lead to sustainable development through vari-
ous channels. It plays a critical role in promoting inclusive growth by
ensuring that public services actually reach the poor and disadvantaged.
Development practitioners know the deleterious effects on health and
education of absenteeism of doctors and teachers, especially in remote
rural areas. Consider also the crisis of climate change: the elimination of
fossil-fuel subsidies has long been advocated as a means to cutting back
high-carbon energy and freeing up funding for green-energy projects.
However, their implementation comes up against the political economy of
such reform.

But there is also evidence that even modest improvements pay off. One
review (IEG 2011) indicates that the achievement of country outcomes
was correlated with country governance, measured by the Country Policy
and Institutional Assessment (CPIA) data. Just four out of nineteen pro-
grams in countries with low CPIA governance scores (3.2 or less) had
satisfactory outcomes, compared with 75 percent in those with high CPIA
governance scores. Generally speaking, when governance is off course,
projects seem to do poorly.

Governance projects supported by external financial agencies usually
fall into the categories of public sector management (the largest segment),
financial management, civil-services reform, and anti-corruption activities.
An OBE of the success rates of these projects shows that they generally fall
below the overall average performance, signaling the difficulty of working
in the governance area (IEG 2008).

Some evidence points to the potential for governance projects to work.
IEG 2008 showed a large difference in estimated governance scores
between countries that borrowed from the World Bank for public sector
reform and those that did not (Table 1.3). Overall, borrowers had a 73
percent improvement rate in terms of countries that improved the CPIA
and non-borrowers a 48 percent improvement rate in this estimated gov-
ernance score. Across regions the correlation of public sector reform lend-
ing with changes in governance scores varied sizably. Europe and Central
Asia had the highest rate of improvement for countries getting such lend-
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Table 1.3 DPublic sector reform lending associated with higher governance
scores, 1999-2006

Region With World Bank public sector  Without World Bank public
reform lending sector reform lending
Percent Number Percent Number
Sub-Saharan Africa 70 30 47 15
East Asia and the Pacific 70 10 56 9
Europe and Central Asia 90 20 86 7
Latin America and the 75 20 25 8
Caribbean
Middle East and North 57 7 0 2
Africa
South Asia 50 6 0 1
Total 73 93 48 42

Source: IEG (2008)

Note: Entries show the percent and number of countries with an improvement in the average CPIA dur-
ing 1999-2006

ing (90 percent), and the rate of improvement for non-borrowers is almost
as high. The explanation might lie elsewhere, for instance, European
Union accession.

Service delivery is a key aspect of good governance. Developing mecha-
nisms and harnessing information technology to improve information
sharing, transparency, and civic participation have the potential to improve
the delivery of services. Recent IEs have attempted to unravel the effect of
public service delivery on achievement of the SDGs. Kingdon and
Muzammil (2013) find that unionization makes public school teachers
less accountable toward student performance and lowers incentives to put
in effort on student learning, thus resulting in low test scores. Yamada,
Sawada, and Luo (2013) find that improved health service delivery owing
to timely payment of wages is negatively associated with absenteeism
among public health workers in Lao PDR. Such findings can provide a
picture of what needs to be done to improve public service delivery.

CONCLUSION

A great deal of progress has been made in applying evaluation tools to the
assessment of individual projects, programs, or interventions. Projects and
programs remain the building blocks for achieving broad development
goals. But there is a gap in linking the economics of these actions with the



EVALUATION, ECONOMICS, AND SUSTAINABLE DEVELOPMENT 19

evaluation findings and in connecting the dots to see how overall develop-
ment goals are being achieved.

This book encourages more integration of economics and evaluation
analytics. Historically, the evaluation field grew out of the need to assess
social programs and support legislation of the programs, as, for example,
in the 1960s in the United States. There has been a focus on psychomet-
rics, surveys, and data, but not the economics of the issues being tackled.
The major encounter between economics and evaluation has been in
development evaluation, and it has not been an easy one. IE opens the
door for a much greater economics-evaluation integration. CBA too has
the potential for expanding such connectivity. OBE can provide the plat-
form to integrate methods of economic evaluation with other evaluation
techniques for a more comprehensive assessment.

The book also pushes evaluations to go from being value-neutral to
embracing a more policy-oriented, and at the same time rigorous, role. To
make this transition, evaluations can be done against well-articulated
goals, such as the SDGs. It would be valuable to introduce the issues of
inclusive growth and environmental protection underpinned by good
governance as the three overarching goals encompassing the SDGs. If
evaluations were to adopt the SDGs as a measuring rod, it would be pos-
sible to get good comparative analysis of what is working in development.
Improvements in evaluation techniques are also essential. In particular,
evaluation techniques need to be adaptive, sensitive to complexity, and
amenable to feedback and replication.

An important goal for achieving sustainable development is capacity
building. In the context of evaluation, it refers to developing evaluation
capacity not only among established institutions but also among new
enterprises on a country-competency level. Contributing toward this goal
is the larger objective of this book.
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