
The World Bank has developed a variety of tools to assess and strengthen public
sector capacity in client countries. What role can these tools play, and when and how
are they best used?
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Public Sector

Developing more efficient, transparent pub-
lic institutions in the Bank’s client countries
requires a two-pronged approach. First, coun-
tries must build their capacity to perform
functions such as policymaking and policy
implementation, regulation, service delivery,
and administrative management. Second,
they must enhance the state’s accountabil-
ity—both internally, among the executive,
legislative, and judicial branches, and exter-
nally, to citizens, users of public services, and
other stakeholders.

Initiatives in both areas contribute to good
governance, understood as the exercise of
public authority for the common good. To
succeed, this approach must be based on a
solid diagnosis of the weaknesses it is trying
to address, accompanied by awareness and
buy-in from citizens, politicians, and the inter-
national community. 

How tools can help
As the Bank’s work on building public sector
capacity and improving governance has
increased and become more complex, its diag-
nostic tools have expanded accordingly. (For
the purposes of this note, a tool is a technique
or skill that helps Bank task managers and
client country counterparts prepare, design,
implement, or monitor operational work. The
description of public sector governance tools
in this note is limited to those that are focused
on governance diagnostics, that come with
a manual or other report explaining their use,
and that have been used in one or more coun-
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tries with documented results.) These tools
help users better understand the nature and
sources of governance problems and capac-
ity constraints, and develop strategies to
address them. Using these tools can increase
public transparency and fuel a participatory
process that mobilizes civil society and gen-
erates pressure for reform. 

A recent analysis by the World Bank Insti-
tute and the PREM Network identified a
diverse inventory of Bank tools for improv-
ing public sector governance (see http:
//www-wbweb.worldbank.org/prem/prem
compass/know_learn/tools4dev/index.htm).
Some provide guidance on designing inter-
ventions to achieve a desired goal. Oth-
ers directly assist clients in building the
capacity needed to strengthen public func-
tions. A few are used to monitor progress
and results. For example, indicators of
good governance focus on identifying insti-
tutional weaknesses and raising awareness
among key stakeholders. Other diagnostic
tools help assess institutional context, stake-
holder ownership and commitment, readi-
ness for reform, and institutional and
political risks. 

Only a few of these tools are widely known
and used, even within PREM. This note pro-
poses a dynamic framework, called the Pub-
lic Sector Governance Reform Cycle, to help
Bank staff and clients identify tools that may
be useful in their work. For each phase of
the cycle, it provides examples of tools cur-
rently in use or under development.

The Public Sector Governance Reform
Cycle: available diagnostic tools



The Public Sector Governance
Reform Cycle
The proposed framework is a self-renewing
governance cycle that captures and addresses
five main phases of reform (figure 1). The
cycle moves from identifying strengths and
weaknesses in governance and raising aware-
ness to assessing the scope for political change
and reform to specifying problems and de-
signing reforms. The fourth phase is man-
aging the politics of reforms—in terms of
engaging clients on policy recommenda-
tions—and ensuring sustainability. The cycle
closes by monitoring and evaluating results,
which yields information for use in policy
diagnostics and adjustments in the next
round. The main purpose of the cycle is to
illustrate the process that helps assess and
enhance capacity to build efficient, account-
able institutions—while providing tools and
techniques that can be used along the way.

Although each tool discussed in this note
has a primary affiliation with one phase of
the cycle, most cover more than one phase
or are closely linked with other instruments.
For example, the design of reforms goes
hand in hand with monitoring, while assess-
ing the scope for change and reform
involves elements of raising awareness. 
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Phase 1: identifying strengths
and weaknesses and raising
awareness
A decade ago few data were available to
assess governance across countries and over
time. But recent years have seen significant
progress in this area, based on research
within and outside the Bank.

Country Policy and Institutional Assessments
(CPIAs), produced annually by Bank coun-
try teams and reconciled within and across
regions, assess how effective country policies
and institutions are at reducing poverty, pro-
moting sustainable growth, and using devel-
opment assistance. Twenty equally weighted
criteria are grouped in four clusters: eco-
nomic management, structural policies, poli-
cies for social inclusion and equity, and
public sector management and institutions.

The cluster on public sector management
and institutions captures key aspects of good
governance—vital for sustained growth and
poverty reduction. PREM recently began com-
piling quantitative, objective governance indi-
cators for individual countries to help Bank
staff answer the five CPIA questions related
to public sector management and institutions
(see http://www-wbweb.worldbank.org/
prem/prmps/publicsector/indicators.htm).

Figure 1 The five phases of the Public Sector Governance Reform Cycle

1. Identify strengths and weak-
nesses in governance and raise
awareness. Examples: World
Bank Institute aggregate indica-
tors, Business Environment and
Enterprise Surveys

2. Assess the scope for 
political change and reform
(commitment, constraints, and
risks). Example: Governance
and Anticorruption Diagnostics

3. Specify problems and
design reforms. Examples:
Tax Administration Diagnos-
tic Toolkit, Heavily Indebted
Poor Country expenditure
tracking

4. Manage the politics of
reforms and ensure sustain-
able implementation.
Example: stakeholder 
analysis

5. Monitor and evaluate
results and adjust reform
process. Examples: score-
cards, Public Expenditure
Tracking Surveys
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CPIA ratings for governance and the other
clusters are used to place countries into quin-
tiles, and the results are publicly available (see
http://sitesources.worldbank.org/IDA/Reso
urces/Quintiles2003CPIA.pdf).

Perception-based cross-country governance
indicators, developed mainly by the World
Bank Institute, can also be used to measure
and monitor the quality of governance and
institutions. Using survey data, these indica-
tors provide a relative measure of governance
across countries. Their purpose is to gener-
ate awareness and debate, both nationally and
globally, on country performance in six areas
of governance (box 1). Although aggregate
governance indicators perform a crucial role
in monitoring governance in general terms,
they provide little information on specific gov-
ernance issues at the country level.

Multicountry survey instruments—such as
the Bank’s Business Environment and Enter-
prise Surveys (BEEPSs, conducted in 1999 and
2002) and Doing Business database—analyze
recent developments in institutional qual-
ity, performance, and constraints in the pub-
lic and private sectors from a firm-level
perspective. BEEPS is an interactive tool
designed to generate comparative mea-
surements in areas such as corruption, state
capture, lobbying, and quality of the busi-
ness environment, which can then be related
to specific firm characteristics and perfor-
mance. The Doing Business database pro-

vides indicators of the regulatory costs fac-
ing businesses and can be used to analyze
specific regulations that enhance or con-
strain investment, productivity, and growth.

At the country level, more in-depth analysis
is made possible by surveys of citizens (ser-
vice users), enterprises, and public officials
that ask detailed questions about types, man-
ifestations, levels, costs, and private returns
of misgovernace and corruption. 

Phase 2: assessing the scope
for political change and reform
The challenge of reforming public institu-
tions and the growing focus on institution
building in the Bank’s Country Assistance
Strategies and lending programs have
encouraged the development of institutional
assessment tools. These tools enable practi-
tioners to assess the scope for political change
and reform, identify processes and con-
straints, find country-specific starting points,
and match them with options for public
action. Several tools are available to assess
the scope for reform.

Participatory approaches—such as reform
readiness analyses, stakeholder assessments,
and beneficiary assessments—have been
developed in recent years based on the
premise that, to succeed, reforms must be
politically desirable, feasible, and sustain-
able. Such approaches provide a structured
method for assessing client commitment to

Box 1 Raising awareness—the World Bank Institute’s aggregate governance

indicators

Drawing on empirical research in 200 countries,
the World Bank Institute has developed six gov-
ernance indicators that capture how govern-
ments are selected, monitored, and replaced,
governments’ capacity to formulate and imple-
ment policies, and the respect of citizens and
the state for institutions of governance. These
six indicators are:
• Voice and external accountability.
• Political stability and lack of violence.
• Government effectiveness.
• Lack of regulatory burden.
• Rule of law.
• Control of corruption.

These indicators provide insight into why pre-
vious attempts at capacity and institution building
have failed. Detailed analysis at the country,
regional, and even provincial levels reveals prob-
lems and raises awareness that helps reformers
and civil society promote change. The indicators
have received international recognition and are
used for country comparisons. Five of the indica-
tors are part of 16 indicators used by the U.S.
Millennium Challenge Account (MCA) to allo-
cate funds to developing countries. Special empha-
sis is given to corruption—countries scoring below
the median on this indicator are ineligible for
MCA funding (see http://www.mca.gov).

Source: http://www.worldbank.org/wbi/governance/pubs/aggindicators.html



specific reforms, as well as for identifying
possible political and institutional obstacles
to implementation.

Participatory tools and surveys also feed
into the Bank’s Institutional and Governance
Reviews (IGRs), which facilitate analysis of a
broad range of public sector reforms. IGRs
are highly country- and situation- specific,
and require customized designs and good
adaptation to local contexts. The reviews
broadly assess the quality of accountability,
policymaking, or service delivery institutions,
and help countries identify actions needed
for institutional change. 

Surveying users of public services and dis-
seminating the findings can enhance trans-
parency and accountability in government
and build momentum for institutional reform.
One such mechanism, a Governance and Anti-
corruption (GAC) assesment, was developed
jointly by the World Bank Institute and the
PREM Sector Unit for Europe and Central
Asia. It consists of in-depth surveys of house-
holds, firms, and public officials assessing the
extent and causes of corruption. GAC surveys
help countries prepare action programs and
promote capacity building by institutionaliz-
ing participatory approaches (box 2).

Phase 3: specifying problems
and designing reforms
The Bank’s current emphasis on the “good
fit” approach has encouraged the develop-
ment and use of analytical tools that identify
each country’s underlying problems and
unique conditions, and that tailor reform
options to local settings. 

In recent years, in response to demands
from the Bank’s stakeholders, assessments of
fiduciary risk have been incorporated in the
Bank’s analyses of public spending. Public
Expenditure Reviews (PERs), Country Procure-
ment Assessment Reports (CPARs), and Country
Financial Accountability Assessments (CFAAs)
are considered core economic and sector
work in part because they provide critical
understanding of client countries’ budget sys-
tems, including their fiduciary aspects. Recent
proposals to better link these instruments
include a suggestion to replace individual
reports with a standardized, module-based
assessment (box 3). 

An important goal of public sector reform
is to improve fiscal performance. The Tax
Administration Diagnostic Toolkit was devel-
oped to uncover the most critical tax admin-
istration deficiencies and constraints, and
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Box 2 Assessing the scope for reform—Sierra Leone’s Governance and Anti-

corruption Assessment

Sierra Leone’s Governance and Anticorruption
(GAC) assessment was conducted in response to
a 2002 presidential call for action on strength-
ening governance and building capacity. Carried
out in collaboration with the U.K. Department
for International Development (DFID), the
assessment involved an in-depth diagnosis of
the quality of governance and provided needed
information for the country’s Institutional Reform
and Capacity Building Project.

To ensure sustainable collaboration among
local stakeholders, the DFID and World Bank
Institute promoted the creation of a steering
committee responsible for implementing the
assessment and designing a National Gover-
nance Strategy. The committee is made up of
representatives from Sierra Leone’s Governance
Reform Secretariat, vice president’s office, Anti-
Corruption Committee, Central Statistical
Agency, civil society, media, and donors (DFID,

United Nations Development Programme, Euro-
pean Union, and the Bank). 

In a second step, three diagnostic surveys of
governance—covering public officials, house-
holds, and businesspeople—were designed and
conducted by a local firm with World Bank tech-
nical assistance. The surveys identified insti-
tutional strengths and weaknesses, providing
the steering committee with the information
needed to design the National Governance
Strategy. The results of the surveys were com-
piled in a report released in October 2003 at
a national workshop sponsored by the vice pres-
ident. The workshop provided an opportunity
to discuss the findings of the surveys and iden-
tify key areas for reform. It also facilitated the
drafting of a governance action plan, which is
currently being revised by the steering com-
mittee and was discussed in four regional work-
shops in March 2004.

Source: http://www.worldbank.org/wbi/governance/sierraleone/about.html



to identify key reform priorities. The Diag-
nostic Framework for Revenue Administration
involves more comprehensive analysis of
revenue administration, evaluating systemic
dysfunctions and illustrating common prob-
lems and possible solutions. Use of this
framework is a prerequisite to developing
a successful strategy for revenue adminis-
tration reform (box 4).

HIPC expenditure tracking uses objective
indicators to evaluate the capacity of heav-
ily indebted poor countries (HIPCs) to track
poverty-reducing public spending, set pri-
orities, and formulate action plans for fur-
ther improvement. 

Phase 4: managing the politics
of reform
Potential winners and losers from policy
reform can influence reform outcomes, and
resistance by losers can undermine Bank-
supported reforms. Stakeholder analysis, used
by different parts of the Bank, uses interviews,
qualitative data, and quantitative analysis of
secondary data to assess commitment to
reform proposals among individuals, groups,
and organizations. Implementation of stake-
holder analysis requires substantial country-
specific analysis and can be an expensive,

time-consuming effort (see Nunberg 2003).
A new approach to stakeholder analysis,
based on game theory, was recently piloted
in East Asia and Morocco to better under-
stand the preferences and behaviors of key
stakeholders in civil service and anticorrup-
tion reforms (box 5). 

Reforms are most successful when imple-
mented in a participatory manner—which
can be done by building coalitions of key
stakeholders (such as government, civil soci-
ety, and nongovernmental organizations).
Such coalitions not only help sustain reform,
they can also strengthen political will to
improve governance. The World Bank Insti-
tute has been working on a strategy to iden-
tify capacity to solve problems and monitor
implementation, and to increase trans-
parency and civil society’s access to public
services. Civil society is playing a growing
role in generating pressures for reform.

Phase 5: monitoring and
evaluating results
Given the increasing emphasis on results in
the Bank’s work, significant efforts have been
made to develop tools and indicators for mon-
itoring and evaluating institutional perfor-
mance. Public Expenditure Tracking Surveys
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Box 3 Taking a programmatic approach to public expenditure work

In 2003 the boards of the International Mone-
tary Fund (IMF) and World Bank issued a paper
calling for increased collaboration on public
expenditure issues. In response the Bank has
proposed a programmatic approach to public
expenditure work based on supporting country-
owned reforms, coordinating donor efforts on
diagnostic work and technical assistance, and
periodically assessing performance to provide
feedback on reforms. With an emphasis on
building capacity and supporting reforms to
strengthen budget systems, this approach would
combine a number of diagnostic fiduciary and
public financial management modules into a
standardized assessment to respond to the spe-
cific needs of each country.

The standardized assessment would evalu-
ate the performance of public financial man-
agement systems, assess the strengths and
weaknesses of fiduciary systems, and identify

gaps in knowledge and local capacity building.
It would be complemented by high-level indi-
cators, enabling the Bank and client countries
to monitor the performance of public finan-
cial management systems and assess progress
over time. The standardized assessment would
also provide donors with information on coun-
try efforts to improve public financial man-
agement, and inform policy dialogues with
countries as well as decisions on aid modali-
ties. Hence a standardized assessment would
minimize the need for individual donors to
undertake separate fiduciary assessments—
reducing transaction costs for clients. A pub-
lic expenditure working group consisting of
staff from the Bank (PREM, financial man-
agement, and procurement staff), IMF, and
other donors has prepared a few pilot desk
assessments to test the usefulness of this
approach in selected countries. 

Source: http://www1.worldbank.org/publicsector/pe/BankFundPERCollaboration.pdf



(PETSs) and Quantitative Service Delivery Sur-
veys (QSDSs) track the flow of resources
through layers of government and identify
reasons for public spending leakages. 

In recent years citizen report cards and com-
munity scorecards—user surveys that collect
both qualitative and quantitative data on the
performance of public services—have
emerged as powerful tools for monitoring
results, increasing accountability, and stim-
ulating reforms (box 6). These tools aim to

increase public awareness and generate bot-
tom-up pressure to improve service delivery.
Once such surveys are conducted periodi-
cally, it is expected that service providers will
use the findings to adjust their efforts. 

Emerging lessons
Because the tools for public sector governance
reform and the contexts in which they have
been applied vary considerably, it is difficult
to draw robust lessons. Still, a few general con-
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Box 4 Designing reforms—Latvia’s State Revenue Service Modernization

Project

In Latvia an integrated diagnostic framework was
used to ensure that a proposed reform—the State
Revenue Service Modernization Project—fit well
with the country’s objectives and institutions.
The project was designed to increase the tech-
nical efficiency of Latvia’s revenue administra-
tion and facilitate the country’s accession to the
European Union. 

A basic questionnaire identified deficiencies
in the revenue service’s organizational struc-
ture, management practices, and operational
tasks and provided a basis for project design.
An assessment of vulnerability to corruption in
the tax and customs administration was accom-
panied by in-depth surveys of businesses, house-
holds, and public officials, helping to prioritize
areas for reform. With the support of the prime
minister, a corruption survey of government

officials was conducted and followed by the cre-
ation of a State Revenue Service Asset Decla-
ration Unit, which was later expanded to cover
the customs service. 

In 2001 a law established legal and financial
accountability for executive agencies. The design
of a three-level organizational structure, piloted
in two regional offices, helped consolidate and
integrate functions and restructured all local
offices to enhance service delivery. After the first
round of diagnostic work the State Revenue Ser-
vice conducted periodic surveys to assess client
satisfaction and staff morale and ethics, and
started a public information campaign. Survey
findings have led to changes in management and
business processes, including an internal report-
ing and audit strategy, guidelines for dealing with
corruption, a bonus system, and a code of ethics.

Box 5 Managing the politics of reform—stakeholder analysis in East Asia

Two pilot studies were recently conducted in East
Asia based on the Expected Utility Stakeholder Model,
a framework for analyzing stakeholder percep-
tions and potential policy outcomes. The model
simulates a bargaining process among stake-
holders, predicts how they will shift their posi-
tions, and assesses the level of consensus in
support of a particular outcome. A similar exer-
cise is under way in Morocco.

In the pilot studies, country experts helped
identify all stakeholders in the reform process,
the stance of each stakeholder on a reform con-
tinuum, the power of each stakeholder, and the
importance that stakeholders attributed to the
reform outcome. In one country the mapping
of this information for procurement reform

revealed that stakeholder opinions varied widely,
that the most powerful coalition was against any
reform, and that one player with veto power
supported only moderate reforms. The most
reform-minded stakeholders were new small
and medium-size enterprises, which were likely
to suffer the most from unfair practices. The
simulation of a dynamic bargaining process
revealed that positions toward reform might
change slightly, but that no overall consensus
could be expected. Recalibration of the model
with a slightly less demanding reform proposal
by the Bank, however, indicated that in soft-
ening its position the Bank could win support
from more stakeholders—allowing for a sec-
ond-best solution.

Source: Nunberg 2003.
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clusions can be reached in terms of analyti-
cal content and processes. 

The first step in addressing capacity weak-
nesses involves collecting detailed, specific,
reliable information to address relevant ques-
tions. For tools that rely on large sets of micro
data (BEEPS, GAC),  a combination of quan-
titative and qualitative data has proven use-
ful—making it possible to describe not only
inputs and outputs but also services,
processes, and related constraints. Highly
aggregated data (CPIAs, World Bank Insti-
tute governance indicators) are useful for
making cross-country comparisons and rais-
ing awareness. Designing sector-specific
reforms requires specific, disaggregated data
(PETSs, GAC). Reform programs are greatly
enhanced by the use of a wide range of data
sources and tools (official statistics, surveys,
external agency ratings) and the triangu-
lation of the results. Quality control—
achieved through openness, transparency,
and rigorous analytical methods—can
enhance the credibility of results. 

Finally, client buy-in and participation mat-
ter. The degree to which these tools can influ-
ence policy debates and promote capacity
building is closely related to the degree of
client demand, openness, participation in the

assessment process, and transparency when
disseminating results.

Challenges ahead
Effective use of public sector governance
tools throughout the reform cycle largely
depends on their sustained political buy-in.
Although the Bank can leverage political
commitment by partnering with other
donors and civil society, such commitment
is subject to constant change. As this stock-
taking exercise reveals, tools to manage the
politics of reform are scarce, with a few pilots
under development. Teaming up with part-
ner institutions and academia may help
strengthen these efforts. 

Another challenge lies in the need to
move beyond applying governance diag-
nostics, toward implementing reforms and
measuring progress on poverty reduction
targets. Thus a next step could be to com-
plement diagnostic tools with indicators that
track progress in line with the targets embod-
ied in Poverty Reduction Strategy Papers
and the Millennium Development Goals.

Finally, the diversity of available tools calls
for more consolidation and quality control
to make them more easily accessible and rel-
evant for operations. Ongoing work in this

Box 6 Monitoring and evaluating results—scorecards in South Asia, East

Asia, and Europe and Central Asia

The first citizen scorecard survey, implemented
in 1994 by an independent NGO in Bangalore,
India, assessed the performance of and user
satisfaction with urban services such as elec-
tricity, health care, water supply, and telephony.
Using the format of a report card, the effort
and its findings launched a strong advocacy
campaign. As a result the worst-rated agency—
the Bangalore Development Authority—
reviewed its systems for delivering services,
introduced training for junior staff, and (along
with the Bangalore Municipal Corporation)
began hosting forums with NGOs and other
public agencies to solve high-priority problems
such as waste management. In addition, the
Karnataka Electricity Board formalized peri-
odic dialogues with resident associations to gar-

ner feedback from users, and two other public
agencies took steps to strengthen their systems
for responding to complaints. 

Since then agencies around the world have
used scorecard surveys in a variety of sectors. In
the Philippines scorecards have been used to assess
pro-poor services, and in Bangladesh, Ukraine,
and Vietnam to assess the quality of governance. 

Care-Malawi recently developed a more local,
rural hybrid of the citizen scorecard, called the
community scorecard. Instead of surveys, com-
munity scorecards rely on focus group discus-
sions with communities and providers to monitor
local public facilities. They provide a local inter-
face between these two groups, facilitating the
development of local feedback loops and reform
action plans.

Source: http://lnweb18.worldbank.org/ESSD/sdvext.nsf/81ByDocName/ToolsandMethodsMonitoringand
EvaluationCitizenReportCard; http://lnweb18.worldbank.org/ESSD/sdvext.nsf/81ByDocName/Toolsand
MethodsMonitoringandEvaluationCommunityScoreCard



This note series is intended to summarize good practices and key policy findings on
PREM-related topics. The views expressed in the notes are those of the authors
and do not necessarily reflect those of the World Bank. PREMnotes are widely dis-
tributed to Bank staff and are also available on the PREM Website (http://prem).
If you are interested in writing a PREMnote, email your idea to Madjiguene Seck. For
additional copies of this PREMnote please contact the PREM Advisory Service at
x87736. PREMnotes are edited by Paul Holtz and laid out by Suzanne Luft.

Prepared for World Bank staff

area will be reflected in a forthcoming World
Bank Institute–PREM Network Website. To
learn more about public sector governance
tools, contact the authors or visit http://
www-wbweb.worldbank.org/prem/premcom
pass/know_learn/tools4dev/index.htm.
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