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 Introduction and Overview 
 
 
Transition impact is fundamental to EBRD’s mandate to assist countries of operation make 
progress towards becoming well-functioning market economies. Transition impact is defined 
as “the likely effects of a project on a client, sector or economy, which contribute to their 
transformation from central planning to well-functioning market-based structures”. The 
Bank’s principal activity is to provide finance for investment projects that address key 
transition challenges, covering a range of sectors with both private and public sector clients. 
EBRD financing is provided in combination with reforms that take place either at the level of 
the individual client, or at the level of policy-makers and regulators.  
 
To assess the transition impact of its operations, the EBRD has developed a framework that 
captures and monitors key transition aspects from the project design stage through to project 
closure. At the time that a project is approved, it receives a quality-at-entry rating of its 
transition impact potential that takes into consideration the extent to which the objectives of 
the project address the main challenges facing the sector and country. The project-level 
transition objectives capture the broad scope of changes that countries of operation are 
undertaking to become more market-oriented and competitive. Examples of transition 
objectives that may apply at the project level include development of markets through 
increased competition, new skills and frameworks for provision of services, improvements in 
policy and regulatory frameworks, and changes in firm behaviour through restructuring and 
improvements in corporate governance, accounting transparency and audits. Other transition 
objectives captured at the project level include growth in profitable enterprises, improved 
access to small business finance, and development of input suppliers and enhancements of 
distribution networks. 
 
This report provides results obtained from an assessment of the transition impact of 903 
investment operations carried out by the EBRD in 29 countries during the period 2005 
through 20091. The assessment aims to shed light on the question of how EBRD projects 
performed in meeting their transition objectives, and the extent to which the Bank was able to 
address key transition challenges at both sector and country levels. The report also discusses 
the approach that EBRD uses to assess the transition impact quality-at-entry of its projects, 
the monitoring of project performance, and the issues associated with assessing impact of 
operations at sector and country level. 
 
The report is structured to provide assessment of the impacts of EBRD operations at three 
levels: project-level impacts, sector-level impacts, and country-level impacts. In Section 1, an 
overview of assessment methodology is presented, with a brief description of the EBRD 
Transition Impact Monitoring System (TIMS). In Section 2, information is presented on the 
performance of individual projects tracked against their ex ante transition objectives, and 
from this various measures of project-level transition impact are presented. In Section 3, the 
TIMS-based data are then combined with additional quantitative and qualitative information 
to assess the impact of the Bank’s work at the sector and country levels. Although a more 
complex (and methodologically more challenging) exercise than project-level impact 
assessment, the analyses at sector and country level reveal insights into the extent to which 
the overall impact of EBRD engagement has varied across sectors and across countries. 
Conclusions and next steps are presented in Section 4. 

                                                 
1 Preparation of this report was undertaken by the EBRD’s Office of the Chief Economist with inputs 
from the Banking Departments, and the Official Co-Financing Unit. An earlier version of the report 
was discussed with EBRD’s Board of Directors as part of input to the Bank’s Capital Resources 
Review in the latter part of 2009. 
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1. Approach to Impact Assessment 
 
The information base for this study is the EBRD Transition Impact Monitoring System 
(TIMS). TIMS originated out of requests made by the Bank’s Board of Directors to provide 
regular institutional reporting concerning the transition quality of projects, covering both 
quality-at-entry and quality-during-implementation. EBRD projects are required to meet 
minimum standards of transition impact potential before they can be approved by the Board at 
the entry stage, and there is an additional requirement that the portfolio of projects must 
maintain a minimum standard of transition performance during the implementation stage. 
Based on these requirements, the TIMS system has been developed to enable projects to be 
assessed for transition impact potential at the time of approval, transition objectives to be 
identified and benchmarked, and project performance to be monitored and assessed. The 
TIMS system also records assessments of risks to transition in each project, and how these 
risks change over the project’s life. The project-level information contained in the TIMS 
system forms the basis of the results presented in this report. 
 
A key consideration in assessing the transition impact potential of projects at the entry stage is 
the extent to which a project’s transition objectives address the main transition challenges 
facing the sector and country. Another consideration is how these challenges are addressed 
through the client and project selection and project design. EBRD undertakes extensive work 
to assess the state of development in each sector and to identify the main transition challenges 
that are relevant to the Bank’s operations. Depending on the sector and country, the transition 
challenges may relate to the expansion and diversification of market activity, adoption of new 
technologies, reforms of policy and regulatory frameworks, increased adoption of good 
corporate governance practice, etc. An individual project may be designed to address one or 
more categories of challenge, and the more effectively it can do this, the higher is its initial 
rating of transition impact potential. In all cases however, there are limits to the number of 
transition challenges an individual project can address, usually dictated by the circumstances 
of the project and of the client as well as by the project design including the scope of risk 
mitigating factors.   
 
During the monitoring phase of a project, information is obtained from clients to chart their 
progress. For a project to realise its potential, the client must be able to achieve the 
benchmarks to a satisfactory degree in a reasonable (often pre-specified) time. Many of the 
actions that are benchmarked are within the control of the clients, and through investment 
conditions and other interventions (including technical assistance and presence in supervisory 
boards through equity investments) the Bank has been able to record a high degree of 
achievement. In other cases however, the achievement of benchmarks may depend on, or be 
affected by, events outside the client’s control. This is one of the main sources of risk in the 
pursuit of transition impact. Unforeseen impacts come from many sources, but during the 
period under review the main external event was the financial and economic crisis that 
emerged in 2008 and became more pronounced during 2009. As discussed below, the crisis 
resulted not only in significant slippage in the attainment of transition benchmarks, but led to 
clients adopting different strategies and objectives to survive and adapt in a changed 
environment. One of the advantages of TIMS is that it shows how the EBRD operations have 
enabled client-level behaviours to be charted in response to changing economic 
circumstances. 
 
In seeking to go beyond the client-based information contained in TIMS to assess the impact 
of the Bank’s work at sector or country level, there are additional methodological issues to 
address. Difficulties relate to both the aggregation at sector or country level of project-based 
information on transition impact and the attribution of impact to Bank’s operations. The sum 
total of the Bank’s work, covering projects, policy advice and technical cooperation, and 
interactions between them, needs to be assessed against the other forces that have been at 
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work in a sector or country. The size of EBRD operations relative to the sector is a critical 
factor, as is the ability to leverage policy reform. Some external forces (such as 
complementary bilateral and multilateral reform efforts) have served to enhance the impact of 
EBRD’s interventions, while others (such as political instability or policy reform fatigue) 
have lessened EBRD’s impact. Attribution problems have also emerged in some countries 
where the Bank has been able to make progress against transition challenges that were 
prominent at an earlier time, only to find that other challenges have emerged in the meantime. 
Several instances of such shifting goalposts are discussed in the report.  

 

2.  Impact Assessment at the Project Level 

 
Project-level impact assessment is carried out  by the EBRD’s Office of the Chief Economist 
through several stages over the life of each project, beginning with the initial concept review 
stage (where transition impact potential of a proposed new project is identified and assessed) 
through to the closing assessment (when the realised transition impact of the project is 
finalised). Each step in the assessment and monitoring process reflects the mandate of the 
Bank to actively promote transition through a combination of investment capital and reform. 
The assessment process involves close interaction between the Bank and its clients, 
encompassing project design, agreed actions, lines of reporting and feedback. As the “life” of 
a project may extend for several years after signing, the monitoring of project performance 
during implementation is a key activity in assessing results. The procedure used by EBRD to 
assess and monitor transition impact of projects is presented in Annex 1. 
 
Transition objectives 
 
The initial step of project-level impact assessment and monitoring is to identify and assign 
transition impact objectives to each project. Transition impact objectives provide a structure 
in which the underlying purpose(s) of each project can be specified, with reference to the 
larger transition context in which the project will operate. They are aimed at bringing clarity 
to the ways in which an EBRD project can potentially contribute to the process of transition. 
Transition objectives are assigned to each project before a final decision has been made to 
finance the project and (as discussed below) play a key role in decisions on which projects 
EBRD will finance. In most cases, a project will aim to have more than one transition 
objective.  
 
Defined as project contribution on a client/sector/country transformation from central 
planning to well-functioning market-based structures, transition impact focuses on changes in 
process and behaviour rather than outcomes. EBRD has identified three main categories of 
transition objectives which describe how a project may contribute to the process of transition. 
These are: 
 

1 Structure and extent of markets  
2 Institutions and policies that support markets  
3 Market-based behaviour patterns, skills and innovation   

Each of these main categories is further subdivided into three more specific objectives, giving 
a total of nine transition objectives that are potentially available to any new project (See 
Annex 1 for more details).  

Figure 1 summarises the main transition objectives of EBRD-financed projects in each of the 
past five years (2005-2009). The pattern of project-level objectives has varied from year to 
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year reflecting in part the sectors and countries in which the Bank is working.2 Up until 2008, 
the three main categories of project objectives were (1) to improve the structure and extent of 
markets, (2) to strengthen competition and (3) to support market expansion. Other categories 
of project objectives which were prevalent during this period included demonstration effects 
(such as introduction of new products, restructuring, and new financing sources and 
instruments) and skills transfers. Project objectives relating to changes in ownership (from 
public to private) or to development of new frameworks for markets were less prominent over 
this period. 
 

Figure 1: Transition Objectives pursued by EBRD operations, 2005-2009 
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Figure 1 shows the percentage of projects following a given objective. Highlighted in the red 
circles  is the shift in the pattern of transition objectives in new project approvals that emerged 
in 2009. In response to the emerging financial crisis in the region, transition objectives of new 
projects shifted away from market competition and demonstration of new financing methods 
towards restructuring and corporate standards that focus business models towards 
consolidation and long-term sustainability. There was a move away from developing new 
products and towards refinancing and survival as the economic climate deteriorated. The 
portion of new projects pursuing additional competition almost halved during 2009 compared 
to the previous year, while the proportion of projects demonstrating restructuring almost 
doubled.  
 
The effects of the economic crisis are showing up in several areas. Geographically, the crisis 
has resulted in a significant re-engagement by EBRD in the CEB countries, which has 
emerged as a focal point for the Bank’s crisis response initiative. The total number of projects 
in CEB increased from 3.5% in 2008 to 13% in 2009. Out of a total of EUR4.9 billion of 
crisis response operations carried out by EBRD in 2009, some 26 per cent were signed in 
CEB countries.  
 
The effects of the financial crisis are also showing up in the pattern of transition objectives at 
the sub-regional level. In the more advanced transition countries of the Central Europe and 
Baltics (CEB) region, the crisis has seen an increased focus on objectives aimed at 
strengthening the structure and extent of markets, and also demonstration effects of 
restructuring methods. This is particularly the case in the Financial Institutions sector where 
there has been a marked increase in emphasis on restructuring and adjustment of business 
models are essential for the banks’ long-term sustainability. At the same time project focus on 

                                                 
2 More details on the sector composition of Bank’s portfolio and the project transition objectives are 
provided in the following sections. 
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demonstration effects of new financing methods has decreased significantly during 2009 due 
to the unfavourable market conditions, in particular in the syndication markets.  
 
The sectoral composition of transition objectives of EBRD projects during 2005 to 2009 is 
shown in Figure 23. Projects in the Corporate Sector and in the Financial Institutions group 
showed a similar pattern in that their main transition objectives were (i) improvements in the 
structure and extent of markets, and (ii) strengthened market-based conduct, skills and 
innovation. Less than 10% of projects in the Corporate and FI sectors pursued institution 
building or policy reform sectors identified improvements in institutions and policies that 
support markets as transition objectives4. In the energy and infrastructure sectors on the other 
hand, improvements in institutions and policies were prominent project-level objectives, with 
relatively few projects focusing on the structure and extent of markets. The impacts of these 
sector-level differences in transition objectives are discussed further below. 

Figure 2: Transition objectives, by sector 
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3 Over 2005 to 2009, the sector composition of projects changed very little from year to year. On 
average, the Corporate sector accounted for 27% of the sample, Financial Institutions for 48% and 
Energy and Infrastructure for 25%. 
4 These data do not capture the stand-alone advisory assistance provided through EBRD’s Legal Transition 
Programme aimed at strengthening policy, legal and regulatory frameworks.  
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Box article: Aligning Project Objectives with Transition Challenges 
The transition impact assessment of projects at the approval stage reflects the extent to which a 
project’s transition objectives match up with the priority transition challenges in each country. 
An Assessment of Transition Challenges (ATC) carried out internally by EBRD in 2005 at 
the beginning of the review period concluded that while important transition gaps were present 
across a range of categories, some were more prominent than others as barriers to a well-
functioning market economy in different sectors and countries. The 2005 study identified the 
need to improve market-based conduct and innovation as being one of the most prominent 
transition challenges across the region, being present in all countries of operation. Significant 
gaps were also identified in the area of improving the institutions and policies that support 
markets, and (to a lesser extent) in the need to improve the structure and extent of markets.  
 
The objectives pursued by EBRD projects in the period 2005 to 2009 (see Fig. 2) achieved 
varying degrees of alignment with these challenges. The majority of projects focussed on the 
market-based behaviour (including demonstration effects of innovative products and services, 
and corporate governance and business standards) and the structure and extent of markets 
(increased competition, market expansion) as their main transition objective, which while 
important was not always in the highest challenge category across different sectors/countries 
according to the 2005 ATC. At the same time, transition challenges that were regarded as 
being more prominent (such as improving market-supporting institutions), tended to feature 
less strongly as project objectives. The scope of EBRD influence on institutions and associated 
policy dialogue varies across sectors. The main exception was in the case of energy and 
infrastructure projects where strengthening of institutions and policies was more in evidence as 
a project objective. Overall however, only a small percentage of EBRD projects were able to 
address major categories of transition challenge in a single project. As a result, relatively few 
projects achieved “excellent” ratings at the time of approval (14.5% for the period under 
review). The varying degrees of alignment between project objectives and priority transition 
challenges have also moderated the overall impact of the Bank’s operations when assessed at 
sector and country level (discussed further in Section 3).

 
 
Transition impact ratings 
 
Each project is given a transition rating at the time of approval that reflects its underlying 
quality, measured by its transition objectives relative to the country’s transition challenges. 
The transition rating system is designed to capture the strength of the transition impact 
contribution of each project - the transition impact potential - and the likelihood that such a 
contribution will happen - the risks to transition impact. These two components – potential 
and risk - are used to assess the quality at entry of the flow of new projects and are monitored 
to assess changes in the quality of the stock of projects in the portfolio during implementation. 
The assignment of ratings at the ex ante stage and during the course of project implementation 
is carried out by the Office of the Chief Economist.  
 
The transition quality to be achieved by EBRD operations (both new projects and portfolio) is 
determined each year by agreement between the Bank’s Management and Board of Directors, 
and is set out as a component of the Bank’s performance scorecard. Commencing in 2001, an 
annual transition impact target has been set to ensure the minimum quality of new projects as 
they are approved. This target is defined as the percentage of new projects (annual flow) rated 
“good or better for transition impact potential”. In 2004, the transition quality target was stood 
at 75 per cent (with a range of 70 per cent to 80 per cent). In 2008 and 2009, the target was set 
at 80 per cent of projects being rated as having “good or better” potential.  
 
Figure 3 shows the transition ratings of new projects approved during the period 2005 to 
2009, broken down into the two components (potential and risk).  
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Figure 3: Transition impact potential (blue line) and risk (red line) of new projects, 2005-2009 
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2009. These results capture the changing economic environment in which the Bank has been 
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implemented. 
 
During project implementation the portfolio of projects is monitored with respect to 
achievements of transition impact. Looking at the Bank’s portfolio of projects, the rating of 
the overall project stock changes over time as new projects are added, old projects mature 
(completed, cancelled or pre-paid) and as the rating attached to existing projects alters 
(upgrades and downgrades) due to changed circumstances. The stock analysis of projects 
carried out through the TIMS database captures these changes and enables the Bank to 
continuously monitor the transition quality of its existing projects5. For the period under 
review, the stock target required that the proportion of projects in the TIMS portfolio with a 
rating of 4 or better should fall within the range of 50 to 60 percent, with a base case target of 
55 per cent6 7.  
 

                                                 
5 Project performance is monitored using transition benchmarks that are specific to each project. A 
companion paper to this report, entitled “Transition Benchmarks in EBRD Operations” is under 
preparation. 
4 Based on both transition impact potential and risks, a numerical rating system of 1-8 is used, with 1 
representing the highest combination (excellent transition impact potential and low risks).See Annex 1.   
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Figure 4: Portfolio Performance (percentage of projects rated 1-4, 2005-2009) 
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For the period under review, the Bank’s portfolio of investments has kept within this range, 
indicating that the majority of projects have been (or are) on track to deliver their transition 
impact potential at maturity. Since the end of 2008, however, the negative effects of the 
financial crisis on the transition performance of the Bank’s project portfolio have become 
evident. During 2008 - 2009, some 17 per cent of all monitored projects have been 
downgraded, either because the transition risk has increased or their transition impact 
potential has fallen reducing expected transition impact outcomes. As a result, the percentage 
of projects in the portfolio with a rating of 4 or better dropped quickly during 2009, to end the 
year at below the mid-point of the target range. 
 
Changes resulting from the crisis have been driven mostly by experience in the Financial 
Institutions sector (and, to a lesser extent, the Corporate sector) reflecting, among other 
things, significantly increased commercial risks, which have threatened the basic viability of 
many projects; considerably reduced prospects of privatisations and IPOs; refocusing bank 
lending strategy affecting for example several MSME projects; and effects on new financing 
methods, including syndications, where market conditions have reversed prospects. 
 
 

3.  Impact Assessment at Country and Sector Levels 
 

 
This section considers the transition impact of Bank operations from the perspective of the 
countries and sectors in which EBRD operates. This is a more complex undertaking than the 
assessment of project-level impacts reviewed in the previous section. Due to the number of 
forces at work, there is no simple mapping between project experience and higher-level 
impacts. In assessing the full impact of the Bank’s operations on transition in each sector a 
qualitative assessment of several additional factors is made, along with actual and likely 
project outcomes, to reach overall judgements8.  

                                                 
8 The strength of the findings presented in this section should be qualified by methodological 
limitations mainly related to aggregation up of project-based information and attribution of impact the 
the EBRD operations. Also, the system used by EBRD to make project-level assessments does not 
always capture the linkages that exist among projects or where projects are accompanied by policy and 
regulatory advice. In addition, in a number of countries, EBRD provided policy and regulatory inputs 
that were not linked to a specific investment and hence not captured in the project rating system. Work 
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The methodology used by EBRD to undertake sector and country level assessments is 
presented in Annex 2. Transition impact in a particular sector is assessed on a scale from No 
involvement, limited, moderate, significant, to very significant. The procedure takes into 
consideration relevant information, some of it quantitative (such as the size of Bank 
operations relevant to the size of the economy or the number and value of TC assistance 
provided to clients), and some of it qualitative (such as how much influence came from 
EBRD in pursuing a change in policy or regulatory regime). Exercise of judgement is an 
essential part of this process, in particular in dealing with the attribution problem of what 
would have been the outcome without EBRD’s intervention. The analysis relies on cross-
checking aimed at achieving a fair assessment of the Bank’s impact.  
 
Details of number, size, average transition potential and performance of EBRD operations 
over the past five years are shown in the table in Annex 3.In total over this period, the Bank 
conducted operations in 233 out of a potential total of 377 sector/country combinations (13 
sectors and 29 countries). In the sectors where EBRD was involved, the majority (some 66 
per cent) were judged to have experienced ‘moderate’, ‘significant’ or ‘very significant’ 
impacts, confirming a key role from EBRD projects in advancing the transition process. In 
17% of cases, the Bank’s impact was rated as either “significant” or “very significant”. In the 
remaining one third of projects undertaken by the Bank, the overall impact at country level 
was assessed as being “limited”9.  
 
A breakdown of these sector-level impacts at the regional level is shown in Table 2 below. 
The results indicate a wide geographic dispersion in all categories of impact, including for 
above-average ratings (significant or very significant impacts). The pattern of results suggest 
that country conditions (reflecting different transition challenges and circumstances), while 
important to transition impact, are not the only factor involved. 
 

Table 1: EBRD impact by region10  

 V. Significant/ 
Significant Moderate Limited No Involvement 

CEB 4 15 18 54 

SEE 17 37 29 21 
EEC 9 41 11 17 
CA 5 14 20 39 

Turkey 0 0 0 13 
Russia 4 8 1 0 

 
At the country level, across all sectors the impact of Bank operations was assessed highest 
(i.e., greater than “moderate” on average) in a small group of countries: Bulgaria, Romania, 
Russia and Ukraine. This group of countries accounts for about 62 per cent of total EBRD 
investment volume in the past five years, indicating that at the country level there has been a 
positive alignment between the allocation of investment and overall impact. The above-
average ratings for Russia and Ukraine are notable in that these countries were in the group 

                                                                                                                                            
is underway to see how these limitations might be addressed through adoption of a more structured 
approach to identifying linkages among projects, institution building and policy reform in the rating of 
transition impact potential. 
9 A more detailed presentation of ratings can be found in Annex 1.1. 
10 In table 2, numbers refer to sectors where a given transition impact was achieved in individual 
countries within a region. 

 11 



facing the highest transition challenges when assessed in 2005. At the other end of the 
spectrum, the countries where the Bank had lowest overall impact were those where 
operations had been reduced (Hungary, Estonia, Slovak Republic, Lithuania, Latvia and 
Slovenia) or where the business and policy environment was more limiting (Kyrgyz Republic, 
Belarus and Uzbekistan).  
 
Closer inspection of transition impact relative to transition challenges was carried out at the 
sector level, with the size of transition impact being compared to the challenges faced by the 
country identified by the ATC 200511. For the energy and infrastructure sector, instances 
of high transition impact in situations of high transition challenge were recorded in Albania, 
Armenia, Bulgaria, Russia and Ukraine (see Figure 5 below). In each case the high incidence 
of sector-level impact has been facilitated by the reform environment in the sector as often 
supported by an improvement of the EBRD reform indicator over the period under 
consideration. Examples include Bulgaria (in a range of energy/infrastructure projects apart 
from transport), Romania (municipal infrastructure and power and energy), Serbia (transport), 
Albania (transport) and Bosnia and Herzegovina (transport and power and energy). A further 
example is provided by Tajikistan in the municipal infrastructure sector, where Bank 
operations were supported by progress in tariff reform as well as policy dialogue for 
institutional reform in the water sector.  
 
A high incidence of impact has also been assessed in sustainable energy projects. These are 
projects aimed at promoting the efficient use of energy to reduce pollution and mitigate the 
effects of climate change. Among its accomplishments during the first phase which covered 
2006 to 2008, the Bank’s Sustainable Energy Initiative achieved reductions amounting to 21 
million tonnes of CO2 production, equivalent to the yearly emissions of Croatia. Reaching 
across several sectors, the Bank has achieved an important impact in a number of countries 
such as Armenia (through the renewable energy programme), Bulgaria, Ukraine (industrial 
energy efficiency), and Russia (mainly industrial, power and MEI energy efficiency). In 
Bulgaria, the Bank supported development of Renewable Energy Systems (RES), engaged in 
policy dialogue on RES support systems, and contributed to regulatory reforms in the sector. 
Mini-hydro and large wind farms contributed significantly to expanding investments in 
renewable energy in the country.  
 

                                                 
11 Figures 9-11 represents the average transition impact rating across sub-sectors of  respective sector 
groups for each country. This average includes the sectors where the bank had no involvement, and 
therefore appears lower than it would be if only sectors where the Bank had some involvement were 
taken into account.  
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Figure 5: Transition challenges as of 2005 and the impact of EBRD during 2005-2009: 
Energy and Infrastructure  
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In the corporate sector (see Figure 6), above average impacts were achieved overall in 
Georgia, Moldova, Romania and Ukraine. The highest incidence of impact was seen in the 
agribusiness sector where Bank projects have addressed key challenges such as market 
expansion, new product development and skills transfers. Examples of sector impacts from 
agribusiness operations were in Serbia and Ukraine. In the Early Transition Countries, 
agribusiness investments undertaken through specialist investment vehicles (the Direct 
Investment Facility, the Direct Lending Facility and MCFF) also recorded transition 
successes, including in Armenia and Georgia. In larger countries, such as Russia and Ukraine, 
transition impact was achieved in business sectors such as forestry, automotive industry, 
metallurgy through projects aimed at corporate restructuring as well as through improved 
corporate governance and business standards. In the property and tourism sector, Bank 
projects had impacts in countries with high transition challenges such as Georgia and Kyrgyz 
Republic. 
 

Figure 6: Transition challenges as of 2005 and the impact of EBRD during 2005-2009:  
Corporate sector 
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In the financial sector (see Figure 7), the highest impacts were assessed in Bulgaria, 
Romania, Russia and Ukraine. An important source of impact has been the development of 
MSME finance through both banking and microfinance institutions. Technical assistance has 
played a key role in this development, achieving an important impact in a range of countries 
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including Armenia, Belarus, Kyrgyz Republic and Tajikistan. It has also had significant 
impact in counties of the Western Balkans such as Bosnia and Serbia, and also in Russia and 
Ukraine.  In the commercial banking sector, the highest impact was achieved through projects 
that supported restructuring of financial institutions, privatisation, participation of foreign 
partners, increased competition, and development of new products. Examples of impact 
achieved in the commercial banking sector included Armenia, Romania and Serbia.  In equity 
funds markets impacts from operations were generally in support of the development of 
equity fund markets in Bulgaria and Romania. 
 

Figure 7: Transition challenges as of 2005 and the impact of EBRD during 2005-2009:  
Financial sector 
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4. Concluding Comments 
 
 

The main conclusions of this report are that EBRD’s projects have had considerable success 
in achieving their transition objectives during the review period, and that while impact at 
sector and country levels has been for the most part moderate, some key instances of 
significant and very significant impact are identified. Also highlighted are the impacts that 
can be achieved through focussed sector-based initiatives where operations and policy reform 
are combined. The insights into how clients are adapting to the changed economic 
circumstances are also revealing, in particular the shift in transition objectives of private 
sector clients since the advent of the economic crisis.  
 
In view of the importance of impact reporting to the Bank’s overall accountability to its 
shareholders and donors, further work is being undertaken to strengthen the underlying 
assessment framework. At the project level, a priority is to better understand how synergies 
between projects can be monitored and assessed. The situations where such synergies occur 
are many: “critical mass” of firms, creating dynamics through backward and forward 
linkages, and complementarity between infrastructure and private sector development being 
prime examples. Integrated initiatives that combine investment operations and policy reform 
are another area that has to be better captured in the assessment framework. 
 
A second issue is the question of how to aggregate up from project-level experience to 
consider impacts at higher levels. This is an important institutional question that is also on the 
agenda of the international community. As discussed in this report, there is scope to improve 
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the way that project-level transition impacts are mapped at country and sector levels. More 
complex issues arise however when questions relating to the broader impacts of the transition 
process are asked. These questions concern the communities in which EBRD operates, and 
include important issues concerning poverty reduction, gender equality and environmental 
conditions. Work is currently underway to develop a framework to address broader 
community impacts of EBRD operations.  
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Annex 1 
Transition Impact Monitoring System: underlying methodology 

 
In contributing to economic progress and reconstruction, the purpose of the Bank according to 
its founding article, is to foster the transition towards open market-oriented economies and to 
promote private and entrepreneurial initiative. As such, each EBRD project is expected to 
have impact on the transition process. Through its Transition Impact Monitoring System 
(TIMS), the EBRD’s Office of the Chief Economist (OCE) monitors such contribution for 
each of the Bank’s operations. 
 
TIMS objectives 
 
The key objectives of TIMS are to (i) improve the structure of projects by fine-tuning the 
balance between transition targets, project covenants, and risk-mitigating conditions, (ii) 
address transition impact problems consistently as they arise, to facilitate corrective action 
and the transition-related dialogue in the Bank and between the Bank and the Client, and (iii) 
provide a regular assessment of the transition impact of the Bank’s portfolio against 
institutional scorecard targets. 
 
TIMS ratings 
 
While transition impact rating was initially developed in 1997, the TIMS methodology was 
fully implemented since 2003 and relies on the rating of projects at initiation and on their 
monitoring throughout their life-cycle by OCE’s economists. TIMS’ core rating is the ex-ante 
Transition Impact Potential, which is the likely effects of a project on a client, sector or 
economy, which contribute to their transformation from central planning to well-functioning 
market-based structures. There are three broad areas in which an EBRD project can contribute 
to the process of transition: 
 

- The structure and extent of markets 
- The institutions and policies that support markets 
- Market-based behaviour patterns, skills and innovation 

These three areas are further divided into seven potential sources of transition impact. 

1. Project contributions to the structure and extent of markets  

• Greater competition in the project sector (Increased competitive pressure is likely to 
improve the efficiency with which resources are used, demand is satisfied, and 
innovation is stimulated).  

•  Expansion of competitive market interactions in other sectors (A project can help to 
set business relationships in other markets on a more competitive basis).  

2. Project contributions to the institutions and policies that support markets  

• More widespread private ownership (This can generally be expected to strengthen 
market-oriented behaviour, innovation, the pool of entrepreneurship and, more 
generally, commitment to the transition).  

• Institutions, laws and policies that promote market functioning and efficiency (A 
project may help to create or reform governmental or private institutions, policies and 
practices whose function is to enhance entrepreneurship, and the efficiency of 
resource allocation).  
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3. Project contributions to market-based conduct, skills and innovation  

• Transfer and dispersion of skills (This may include management, procurement, 
marketing, financial and banking skills).  

• Demonstration of new replicable behaviour and activities: A project may lead the 
way by showing other economic actors what is feasible and profitable and thereby 
inviting replication. There are three types of demonstration effect which are of 
particular importance here: 

. Demonstration of products and processes which are new to the economy.  

. Demonstration of ways of successfully restructuring companies and 
institutions.  

. Demonstration to both domestic and foreign financiers of ways and 
instruments to finance activities.  

• Setting standards for corporate governance and business conduct: By implementing 
high standards of corporate governance and business conduct in entities supported by 
the Bank, projects may contribute to spreading behaviour and attitudes that enhance 
the legitimacy and functioning of the market economy.  

Ratings range from Excellent, Good, Satisfactory, Marginal to Unsatisfactory. If a project is 
rated ex-ante either Marginal or Unsatisfactory, it is not presented to the board for approval. 

In addition the methodology takes into account the likelihood that transition impact potential 
will not be realised as well as the risk of negative transition impact deriving from wrong 
signals or certain attributes of the project (e.g., market distortions, negative demonstration 
effects), through a rating of the Risks to Transition Impacts. Risk ratings range from 
Excessive, High, Medium, Low to Negligible. 

Both ratings are then put together to form a Rank, ranging from 1 (Excellent/Negligible) to 8 
(Unsatisfactory/Negligible) which is then used as part of the regular reporting by the OCE to 
the EBRD’s board of directors. 

TIMS benchmarks 

Building on the ex-ante assessment of transition impact potential of each EBRD operation 
where an important task is to establish key transition objectives, monitoring benchmarks and 
expected timing of implementation of each benchmark. Transition impact benchmarks must 
be (i) concrete, measurable and verifiable, (ii) establish a baseline for quantitative 
benchmarks, and (iii) clearly linked to project objectives.  Implementation timing specifies 
project stage, date or period for implementation.  

TIMS process 

Projects ratings emerge at appraisal stage and are given by economists based in OCE. During 
that phase, Economists and Operation leaders work together in order to find the best ways to 
leverage transition impact out of projects. Thereafter, projects are monitored annually by 
economists and objective achievement is tracked through pre-defined benchmarks. 
Monitoring results are presented to the Board of Directors on a quarterly basis. 
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Annex 2 
Methodology for Assessing Impacts at Sector and Country Levels 

 
The judgement of aggregate transition impact is made on a scale from no involvement in the 
past five years (previously none), limited (previously minimal), moderate, significant, to very 
significant.  
 
The methodology for assessing EBRD impact at the country level has been applied more 
rigorously than previously. The assessment is based on a set of quantitative and qualitative 
indicators at the sector level defined below and presented in the next annex. Also, the 
increased capacity of project monitoring systems in the Bank, in particular the Transition 
Impact Monitoring System (TIMS), makes it possible to assess the performance of the 
majority of Bank’s portfolio in the past five years.  The assessment takes into account project 
quality, implementation success, and the scale of the Bank’s involvement in the sector.  
 
a. Quality of projects:  the extent to which individual projects (including TC components) 
have helped countries to address key transition challenges in the sector, identified in ATC 
2005, both in terms of project choice and design. For the subset of projects that have been 
rated, the ex-ante transition impact ratings of the project give an indication/measure of such 
impact;  
 
b. Scale:  Bank’s presence in the sector in terms of exposure (volume) and influence. The 
number and volume of projects (both absolute and relative to the size of the economy) in a 
given country/sector provide measures of Bank’s presence.  
 
c. Success rate:  transition impacts achieved, including those relating to individual projects 
and through stand-alone TC or policy dialogue. For the projects which have gone through the 
Transition Impact Monitoring System (TIMS), the latest TIMS evaluation of projects 
portfolio helps with assessing the project performance.  
 
In addition, in light of the vulnerabilities revealed by the crisis, the aggregate transition 
impact was discounted in cases when the Bank’s activities have contributed to an increase in 
vulnerabilities, such as through supporting further increase in consumer lending in countries 
where there was already a rapid increase, and/or increase in FX lending to un-hedged 
households across the region.  
 
Therefore, sectors in countries with lower TIR ratings (i.e., limited, moderate) would typically 
be characterised by one or more of the following:  non-ambitious projects with respect to 
transition challenges (initial transition impact potential rating is low); well designed projects 
but not yet implemented (risks to transition impact of projects in TIMS remain high); projects 
where there have been problems during implementation; limited Bank’s exposure.  
 
In sectors and countries with higher TIR ratings (i.e., significant, very significant), the Bank 
would typically have achieved a substantial transition impact, where it tackled key transition 
challenges through a combination of good project selection, design and implementation 
(reflected in high ex-ante transition impact potential rating and good project performance in 
TIMS), sufficient sector presence and a key role in bringing about key sector reforms 
(through projects, TC or policy dialogue). 
 
Generic Classification System for Transition Impact 
 
A generic definition of rating classification that applies across sectors is the following: 
 

 18 



No Involvement:  Countries where the Bank had either no project or no significant transition-
promoting activities (TC or policy dialogue) in the sector during the review period 
 
Limited:  Countries that are characterised by one or more of the following: 
- A:  No projects approved, signed or at an advanced pipeline stage, but Bank is present 
with a stand-alone TC initiative or undertaking policy dialogue with scope for potential 
sector-wide reforms. 
- B:  Project with limited transition impact:  project might have been commercially 
successful but transition impact did not go beyond the company itself thereby having limited 
spill over effects  
- C:  Project(s) with good transition impact potential but this is yet to be fulfilled because 
project cycle is at early stage (e.g. pre disbursement). 
 
Moderate:  Countries in this category are characterised by one or more of the following: 
- A:  Although Bank projects are well designed with respect to transition challenges and 
their implementation has been successful, the Bank’s presence in the sector is limited and 
additional projects targeting similar or new transition challenges in the sector are required to 
achieve a significant sector-wide impact; 
- B:  Bank has presence in sector but projects have not been instrumental to move transition 
forward in a significant manner; implementation might have been commercially successful, 
but projects were non-ambitious by design given existing transition challenges; 
- C:  The Bank has engaged in policy dialogue and/or stand alone TC projects, but the scale 
and impact of these efforts have so far been limited. 
 
Significant:  Countries in this category must fulfil both of the following:  
- A:  Bank has successfully addressed at least one pressing transition challenge in the sector 
(i.e., market structure, institutions, conduct) through its projects stand-alone TC and policy 
dialogue; and 
- B:  Bank is present in the sector with well-designed projects in terms of transition impact 
objectives or covenants, or both, leading to the results captured in (A).  This may be related to 
any of the following circumstances: 
 

• the Bank is working with a key player in a concentrated sector (e.g. 
infrastructure); or 

• the Bank is working with a highly visible player in the sector; or 
• the Bank has a number of small but visible projects in the sector; or   
• the Bank has had an effective involvement with government in policy dialogue 

on the legal and regulatory sector framework. 
 
Very Significant:  Countries in this category must fulfil all of the three following criteria: 
- A:  Bank has successfully tackled at least two pressing transition challenges in the sector 
(i.e., market structure, institutions, conduct) through its projects, stand alone TC and policy 
dialogue; and 
- B:  Bank has substantial presence in the sector with several well-designed projects in 
terms of transition impact objectives or covenants, or both, leading to the results in (A).  This 
may be because of any of the following: 
 

• the Bank is working with a key player in a concentrated sector (e.g. 
infrastructure); or 

• the Bank is working with a highly visible player in the sector; or 
• the Bank has a number of small but visible projects in the sector; or 
• the Bank has had an effective and substantial involvement in policy dialogue on 

the legal and regulatory sector framework;  
and 
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- C:  Bank has had a pro-active approach (through project, TC or policy dialogue channels).  
It can be argued that the Bank has either taken the lead in promoting and effecting sector 
reforms (e.g., vis-à-vis other IFI or strategic investors) or been critically influential in 
contributing towards the achievement of necessary sector reforms through the channels 
mentioned above. 
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Annex 3: Transition Impact Ratings 
 

Agribus. GI P&T Telecoms MEI NatRes Power SE Transport Banking NBFI MSME Priv.Equ.
Central Europe and Baltics 0.3 0.4 0.6 0.4 1.1 0.0 0.9 1.4 0.8 0.8 1.0 0.1 1.8
Croatia 1.0 0.0 1.0 1.0 3.0 0.0 1.0 1.0 2.0 1.0 2.0 0.0 2.0
Estonia 0.0 0.0 0.0 0.0 1.0 0.0 2.0 2.0 0.0 0.0 0.0 0.0 1.0
Hungary 0.0 1.0 1.0 0.0 0.0 0.0 0.0 1.0 3.0 0.0 2.0 0.0 2.0
Latvia 0.0 0.0 0.0 1.0 0.0 0.0 0.0 1.0 0.0 1.0 0.0 0.0 2.0
Lithuania 0.0 0.0 0.0 0.0 2.0 0.0 0.0 2.0 0.0 1.0 0.0 0.0 2.0
Poland 1.0 2.0 2.0 0.0 3.0 0.0 3.0 2.0 1.0 1.0 2.0 1.0 3.0
Slovak Republic 0.0 0.0 1.0 1.0 0.0 0.0 1.0 2.0 0.0 1.0 0.0 0.0 2.0
Slovenia 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0 0.0 0.0

South Eastern Europe 1.9 1.6 1.1 1.1 2.1 0.9 2.0 1.6 2.3 1.4 1.1 1.9 1.3
Albania 2.0 2.0 0.0 2.0 2.0 1.0 2.0 1.0 4.0 1.0 0.0 1.0 1.0
Bosnia and Herzegovina 1.0 2.0 1.0 0.0 2.0 0.0 3.0 1.0 3.0 1.0 3.0 3.0 0.0
Bulgaria 2.0 1.0 2.0 1.0 3.0 3.0 3.0 4.0 0.0 2.0 2.0 2.0 3.0
FYR Macedonia 2.0 1.0 0.0 0.0 0.0 0.0 2.0 1.0 2.0 2.0 0.0 1.0 0.0
Montenegro 1.0 1.0 1.0 1.0 2.0 0.0 0.0 1.0 2.0 0.0 0.0 1.0 0.0
Romania 2.0 2.0 2.0 2.0 4.0 2.0 3.0 2.0 2.0 2.0 2.0 2.0 3.0
Serbia 3.0 2.0 2.0 2.0 2.0 0.0 1.0 1.0 3.0 2.0 1.0 3.0 2.0

Turkey 0 0 0 0 0 0 0 0 0 0 0 0 0

Eastern Europe and Caucasus 2.2 1.5 1.5 1.3 1.2 1.0 1.8 2.0 1.7 2.0 1.3 2.2 0.3
Armenia 3.0 2.0 1.0 1.0 2.0 1.0 2.0 3.0 2.0 2.0 2.0 2.0 0.0
Azerbaijan 1.0 2.0 1.0 1.0 0.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 0.0
Belarus 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.0 0.0 3.0 0.0
Georgia 3.0 2.0 3.0 1.0 2.0 1.0 2.0 2.0 2.0 2.0 2.0 2.0 0.0
Moldova 2.0 1.0 2.0 3.0 1.0 0.0 2.0 2.0 2.0 2.0 0.0 2.0 0.0
Ukraine 3.0 2.0 2.0 2.0 2.0 2.0 3.0 3.0 2.0 2.0 2.0 2.0 2.0

Russia 2.0 2.0 2.0 1.0 3.0 2.0 3.0 3.0 3.0 2.0 2.0 2.0 2.0

Central Asia 1.5 0.8 0.8 0.7 1.0 0.8 0.8 0.8 0.7 0.7 0.3 1.7 0.2
Kazakhstan 2.0 2.0 1.0 2.0 1.0 1.0 3.0 2.0 2.0 1.0 1.0 2.0 1.0
Kyrgyz Republic 1.0 1.0 3.0 0.0 1.0 0.0 0.0 0.0 0.0 1.0 0.0 2.0 0.0
Mongolia 2.0 1.0 0.0 0.0 0.0 4.0 2.0 2.0 0.0 1.0 0.0 1.0 0.0
Tajikistan 2.0 0.0 0.0 2.0 3.0 0.0 0.0 1.0 2.0 1.0 0.0 4.0 0.0
Turkmenistan 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Uzbekistan 2.0 1.0 1.0 0.0 1.0 0.0 0.0 0.0 0.0 0.0 1.0 1.0 0.0

EBRD region 1.3 1.0 1.0 0.8 1.4 0.7 1.4 1.4 1.3 1.2 1.0 1.3 1.0

Legend: 0= No involvement 1= Limited 2= Moderate 3= Significant 4= Very Significant
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	 Setting standards for corporate governance and business conduct: By implementing high standards of corporate governance and business conduct in entities supported by the Bank, projects may contribute to spreading behaviour and attitudes that enhance the legitimacy and functioning of the market economy. 

