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Annex A. The Bank’s Policy and Institutional Framework for

Managing Global and Regional Partnerships

The Bank has made substantial progress in establishing an institutional framework for managing

global programs. The key events during the last four years are presented in Box A.1.

1. Policy Framework for Overall Management of Partnerships

The Board presentation of January 30, 2001, summarizes the current policy and institutional

framework for managing Bank involvement in global programs. Generally speaking:

o Executive Board: Endorses policy direction and strategy.

e Managing Directors (MDs): Provide strategic direction and oversight.

Effective November 2000, all major new partnerships have to be approved by MDs,
in accordance with six criteria.

e Vice-Presidents (VPs): Exercise operational responsibility.

Prepare new programs, oversee ongoing programs, and manage in-house programs
Initiate, approve, and manage trust fund agreements.

Review annually all partnership programs based on a clearly defined partnership
strategy.

Decide to maintain or to exit from existing programs.

Box A.1. The Bank’s Institutional Framework for Managing Global Programs:
Key Events since 1997

August 1997

The establishment of the Development Grant Facility (DGF) to place all global and regional programs that
receive World Bank grant funding under a single management umbrella.

May 1999 The creation of the Partnership Council, chaired by an MD and composed of VPs particularly active in
partnerships, as an advisory body to support a more proactive management of partnerships and to
provide a forum for Bankwide discussion and learning.

April 28, 2000 Two presentations to the Board, on Partnership Oversight and Selectivity and Addressing Global
Dimensions in Development to initiate a Bankwide strategy for partnerships and global programs.

September 25, A communiqué of the Development Committee Ministers establishing a set of four criteria to guide the

2000 Bank’s involvement in global and regional programs and five institutional priority areas for Bank
involvement.

November 6, A memorandum from Sven Sandstrom to the Bank’s VPs formalizing a set of six criteria for engaging in

2000 partnerships and establishing that MDs would review all major new partnerships at the conceptual stage.

January 30, The presentation to the Board of a consolidated Framework for Managing Global Programs and

2001 Partnerships.

March 2001 The creation of the Management Committee comprising the President and the MDs, to address issues of
priority and strategy for global programs and partnerships.

March 2001 The identification of five global public goods priorities and five corporate advocacy priorities for the Bank
in the Strategic Directions paper for FY02-04.

April 2001 The establishment of the Global Public Goods (GPG) Fund of $7.5 million for FY02 to provide additional
incentives for work, primarily at the regional and country levels, on the five GPG priority areas defined in
the Strategic Directions Paper.

August 2001 The formalization by the PSI Network of a risk assessment and approval process for private sector

partnerships.

November 20,
2001

The presentation to the Board of a new framework for improved management and effectiveness of World
Bank—administered trust funds.

December 2001

Two memoranda from Jeffrey Goldstein and Motoo Kusakabe, launching a new Partnership Approval and
Tracking System (PATS), which integrates several partnership-related processes into one business
process: (1) an initiating concept note for seeking MD approval for new global and regional partnerships,
(2) the DGF application process, (3) the initiating brief for trust funds, and (4) the risk assessment and
approval process for private sector partnerships.
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2. Definition of a Partnership

A “partnership” is a program or arrangement wherein:
e The Bank formally commits resources (financial, technical, personnel, or reputation)
along with other partners toward a common objective.
e The activity is one that the Bank would not or could not do alone.
The activity is at the regional, global, or institutional level (not country program).
e The partners share the outcomes and the risks (i.e., this is not a contractor relationship)."

The policy and institutional framework for managing global and regional partnerships only applies to
the first two of the three types of partnerships mentioned in the Board presentation of January 30, 2001.2
e Global or thematic programs
¢ Institutional partnerships
e Operational partnerships at the country level.

3. Development Committee Criteria for the Bank’s Involvement in Global (and Regional)
Programs

In their communiqué issued on September 25, 2000, the Development Committee Ministers endorsed
a set of four criteria to guide the Bank’s involvement in global and regional programs and five
institutional priority areas for Bank involvement.

The four criteria are:
e A clear value added to the Bank’s development objectives
e The need for Bank action to catalyze other resources and partnerships
e A significant comparative advantage for the Bank
e An emerging international consensus that global action is required.

The five institutional priority areas are:

Promoting improved economic governance
Trade integration

Preventing the spread of communicable diseases
Protecting the global environmental commons
Information and knowledge about development.

4. Global Public Goods and Corporate Advocacy Priorities

In the Strategic Directions paper for FY02-04, the Bank’s Management identified five global public
goods priorities (based upon the five institutional priority areas) and five corporate advocacy
priorities.

The five global public goods priorities are:
Communicable diseases
Environmental commons
Information and knowledge
Trade and integration

1. Partnership Approval and Tracking System, launched December 14, 2001.
2. “A Framework for Managing Global Programs and Partnerships,” page 7.
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International financial architecture.

The corporate advocacy priorities are:

Empowerment, security, and social inclusion

e Investment climate
e Public sector governance
e Education
e Health.
5. Millennium Development Goals

In a news release, dated September 19, 2001, the World Bank announced that it was joining the
United Nations as a full partner in implementing the Millennium Development Goals (MDGs), which
aim to improve the lives of the world’s poor. The eight MDGs are:

To eradicate extreme poverty and hunger

To achieve universal primary education

To promote gender equality and empower women
To reduce child mortality

To improve maternal health

To combat HIV/AIDS, malaria, and other diseases
To ensure environmental sustainability

To develop a global partnership for development.

6. Approval Criteria for New Partnerships

In a Board presentation on April 28, 2000, and an internal memorandum, the Bank’s management
established six approval criteria for engaging in partnerships:

A clear linkage to the Bank’s core institutional objectives and, above all, to the Bank’s
country operational work

A strong case for Bank participation based on comparative advantage

A clear assessment of the financial and reputational risks to the Bank and how these will
be managed

A thorough analysis of the expected level of Bank resources required, both money and
time, as well as the contribution of other partners

A clear delineation of how the new commitment will be implemented, managed, and
assessed

The clear plan for communicating with and involving key stakeholders, and for informing
and consulting the Eds.
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7. Approval Process for New Partnerships

Since the Board presentation on April 28, 2000, but effectively since the internal memorandum from
Sven Sandstrom to all Vice-Presidents, dated November 6, 2000, VPs have been required to refer all
major new partnerships for approval to their respective MDs at the early concept stage—that is,
before the Bank makes a firm commitment to partners.?

VPs retain the discretion not to refer new partnerships to MDs for approval where there is minimal
involvement of the Bank’s resources or reputation, but they are required to do so in three specific cases:
e All DGF applications for new programs
e All new global and regional trust funds
e All new private sector partnerships.

Before approving new programs, MDs may consult with their colleagues on the Management
Committee or seek advice from the Partnership Council. After MD approval, the VPU is authorized to
secure and sign agreements with other partners and to mobilize the relevant resources (World Bank’s
administrative budget, DGF, Trust Funds, in-kind contributions, etc.).

The Bank’s management is not required to seek approval for new partnerships from the Executive
Board except in the following cases:
o  Where the Bank proposes to make a specific financial contribution (such as grants from
the DGF)
e  Where the President proposes to serve as a director of an entity related to the partnership
(such as for the Critical Ecosystem Partnership Fund)
o  Where the Bank proposes to provide exceptional grants from net income (such as for the
East Timor and Kosovo Trust Funds)
e  Where the Bank proposes to enter into a cooperation agreement with another
international organization, beyond a temporary or administrative nature.

The launching of the new Partnership Approval and Tracking System (PATS) in December 2001 was
intended to integrate several partnership related processes into one business process—(1) the
initiating concept note for seeking MD approval, (2) the DGF application process, (3) the initiating
brief for trust funds, and (4) the risk assessment and approval process for private sector
partnerships—and to provide a central depository of accurate and up-to-date information on the
Bank’s global and regional partnerships.

8. The Management Committee

In an internal memorandum the Bank established a Management Committee, consisting of the MDs
and himself, to provide a new governance structure and managerial oversight with respect to
corporate priorities. This was intended to support of the Regional and Network Vice-Presidencies to
bring more focus to the Bank’s corporate priorities and to consolidate and align the Bank’s activities
and initiatives.

Since its establishment, the Management Committee has, at a meeting on April 25, 2001, established
the Global Public Goods (GPG) Fund (of $7.5 million in FY02) in order to provide additional
incentives to encourage work on GPG priorities at the country and regional levels, and, at a meeting
on July 25, 2001, allocated the resources from the GPG Fund to nine proposals.

3. DEC and OED are exceptions. The DEC Vice-President is a Managing Director and OED reports directly to the Board.
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9. The Partnership Council

The Bank created the Partnership Council in May 1999 to help coordinate the growing range of the
Bank’s partnerships and to deliver the Bank’s corporate agenda in a more inclusive and coherent way.
The Council is composed of Vice-Presidents particularly active in partnerships and chaired by an
MD. It has two major functions—it serves as a clearinghouse for information on the Bank’s global
and regional partnerships, and provides advice to individual MDs and the Management Committee on
issues relating to partnerships (figure A.1).

Figure A.1. Bank’s Management of Global Programs

Board of Governors and Bank’s Board

Management Committee
(President and Managing Directors)
Decide on priorities, strategies and major new initiatives

Partnership Council
Advisory
Information sharing

Central VPs Regional VPs
Institutional relationships Country and Regional/
Partnership instruments Operational partnerships
Network VPs

Global and thematic partnerships
Institutional relationships

10. Responsibilities of Network Vice-Presidencies for Global Programs

While the idea for a new global program may come from virtually anywhere—either outside or inside
the Bank—and may be promoted within the Bank by anyone (whether a Board member, the President,
a senior manager, or a staff member), once a new global program moves beyond the concept stage, the
sponsorship of the program must find an institutional home somewhere in the Bank. For global
programs, this is generally one of the network VPUs, and for Regional programs, one of the Regional
VPUs. Central units such as DEC and WBI may also have line responsibility for global programs—as
DEC has for three programs’ and WBI for three.” The Information Solutions Group (ISG) has line
responsibility for the management of the Development Gateway.®

Line responsibility for global programs includes the following:
e Preparing new programs

4. Global Development Network, Partnership in Statistics for the 21st Century, and Integrated Framework for Trade.

5. Global Development Learning Network, Global Knowledge Partnership, and World Links. Management responsibility for
implementing World Links is actually shared between World Links (an NGO) and WBL.

6. While the Development Gateway has “exited” the Bank, the Development Gateway Foundation has a management
contract with the Bank that has been assigned to ISG.
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Oversight of ongoing programs

Management of those programs that are housed in the Bank

Integrating all partnership activities in the annual business planning process

Sponsoring applications for DGF grants

Initiating, approving, and managing trust fund agreements

Allocating BB resources

Applying for resources from the GPG Fund

The preparation of Sector Strategy Papers, which, since the creation of these networks in
1997, have been expected to scan the universe of relevant players in each sector and
discuss existing or other potential partnerships based on the Bank’s comparative
advantage vis-a-vis these other players

e An annual review of all the partnership programs managed within its lines based on a
clearly defined partnership strategy and including decisions whether to maintain or to exit
from individual programs.

Line responsibility of Network VPUs for global programs is distinct from the responsibility of Sector
Boards and Network Councils for prioritizing proposals for DGF funding. For example, the
Education Sector Board and the HDN Council sponsored the World Links program, and the PREM
Council sponsored the three DEC programs in FY01. The Development Gateway and the Partnerships
for Capacity in Africa (PACT) were exceptions in FY01 that were not reviewed by Sector Boards and
Network Councils under the regular DGF rules.
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Annex B. Defining Global Public Goods

Global public goods are distinguished, first, from “private” goods and, second, from “national” public
goods. These distinctions help to explain (1) why the World Bank, as a global organization, has become
increasingly involved in the provision of global public goods, (2) why the Bank’s involvement is mostly
in the form of partnerships with other such organizations, and (3) why the Bank’s financial
contributions are largely in the form of grants. The purpose of this annex is to define these terms and to
explain their implications for the World Bank’s involvement in global public programs.

“Public goods” are distinguished from private goods by two important characteristics—non-rivalry
and non-excludability. Non-rivalry means that many people can consume, use, or enjoy a public good
at the same time: one person’s consumption does not reduce the benefits that others can derive from
consuming the same good at the same time. Non-excludability means that it is difficult to exclude
from consumption those who do not pay for, or otherwise contribute to, the supply of the good.

“Global” public goods are distinguished from national and local public goods by their reach. Their
public characteristics, whether non-rivalry and/or non-excludability, spill across national boundaries.
People in more than one country can consume the good at the same time. For national and local
public goods, however, only those who live in a given country or in a given locality benefit from the
provision of such public goods (figure B.1).

In their book, Global Public Goods: International Cooperation in the 21° Century, Inge Kaul, Isabelle
Grunberg and Marc Stern extend the concept of reach beyond countries and geography to encompass in
addition socioeconomic groups of people and generations.” Truly global public goods include a variety
of global rules that facilitate global commerce, trade, transport, and communications,® and such
phenomena as climate change, communicable diseases, and peace and security.

In a report prepared for the Development Committee, Bank management placed additional emphasis
on externalities as global public goods. It described global public goods as “commodities, resources,
services and also systems of rules or policy regimes with substantial cross border externalities—that
are important for development and poverty reduction, and that can be produced in sufficient supply
only through cooperation and collective action by developed and developing countries ... this
approach involves the idea of both cross-national benefits and cross national collective action to
achieve them.” In practical terms, the paper argued that in addition to market failure, collective
action is needed due to the free-rider problem and the resulting undersupply of public goods. Others,
including some participants in the launch workshop for this evaluation, argue that public goods are
not the only class of goods that are undersupplied, and that all goods that are undersupplied and that
have high marginal social value, whether private or public, should in principle be candidates for
provision by global programs. '

7. New York: Oxford University Press for UNDP, 1999, pp. 10-11.

8. Rules and standards governing “free”” markets are the purest of pure public goods, although they are abstract. Once in
place, anyone within the jurisdiction covered by the rules “consumes” them without reducing their availability to other
people. If they are effectively enforced, there is not only no excludability, there is no exit, except by moving outside the
jurisdiction of the rules. But because rules are public goods, they are also subject to all the collective action problems of
supplying them, including unequal distribution of power among participants who design the rules.

9. “Poverty Reduction and Global Public Goods: Issues for the World Bank in Supporting Global Collective Action,” Report
No. DC/2000-16, September 6, 2000, p. 2. Washington, DC.: World Bank and IMF.

10. Richard N. Cooper, “Financing International Public Goods: A Historical Overview and New Challenges” in Gerrard,
Ferroni, and Mody (eds.), Global Public Policies and Programs: Implications for Financing and Evaluation (Washington,
D.C.: World Bank, 2001), pp. 15-29.
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Figure B.1: Global Public Goods
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Very few goods are pure public goods. Broadcast television and radio are good examples, within the
vicinity of the broadcast signal. Many people can choose to watch the same television program at the
same time. All those who live within the vicinity can choose to watch without paying for it, beyond
the initial purchase of a television set. Some goods, such as toll roads, are non-rival (up to the point of
congestion), but excludable, and are referred to a toll goods or “club” goods. Other goods, such as
many natural resources, are non-excludable but rival, and are referred to as “common pool” goods.

However, whether a good is a public, private, club, or common pool can also depend on public
policies, technology, and historical circumstances. Just as the construction of a tollbooth converts a
major highway from a public good to a club good, public policies such as annual television licenses in
the United Kingdom and technologies such as cable and satellite TV and signal scramblers have
converted television programs into more of a club good in many parts of the world. Land registration
and titling systems have also converted agricultural land from a common pool good to a private good
(except for any externalities associated with private land use). Historically, most of the infrastructure
in the currently industrialized countries was created through private investment in the nineteenth
century, but saw an enormous growth of public sector investment in the twentieth century due to its
recognized centrality to economic development.'' Some infrastructure (such as telecommunications)
is once again experiencing considerable private sector investment in a legal environment that regards
telecommunications as a private good. The same infrastructure can be either a public or a club good,
depending on whether access is restricted to those willing and able to pay. Piped water, gas, or a
sewer system are excludable until access is gained, after which their use tends to be non-rival
depending on a variety of circumstances.

Technological change not only lowers costs but also may cause shifts from private to public goods
and vice versa, again with profound implications for financing and institutional arrangements. The
Internet, the telephone and telegraph system, piped sewage, irrigation, and transport are all examples
of public goods replacing private goods (hand-carried messages, septic tanks, tube wells, and canals),
and the desktop computer is an example of a private good replacing a club or a public good

11. World Development Report 1994. Infrastructure for Development (New York and Washington, D.C.: Oxford
University Press for the World Bank, 1994).
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(depending on its use), the mainframe computer. Because the ideal combination of public, private,
and common pool resources is needed to achieve development changes over time and space, the
World Bank, as a multilateral development bank with member countries ranging from the least to the
most developed, is in an ideal position to stimulate increased production of public goods.

The essential problem with public goods is that market mechanisms tend to undersupply tham and to
oversupply public “bads,” such as air and water pollution. Even “free” markets have some public
goods aspects, such as the rules and the standards governing their operation. It is arguable that rules
are the purest of pure public goods, albeit abstract public goods. Once in place, anyone within the
jurisdiction covered by the rules “consumes” them without reducing their availability to other people.
If they are effectively enforced, there is not only no excludability, there is no exit, except by moving
outside the jurisdiction of the rules. But because rules are public goods, they are also subject to all the
collective action problems of supplying them.

Many public goods (such as improved agricultural technologies, and medicines and vaccines generated
by scientific research) are also characterized by economies of scale in production and distribution,
require lumpy investments, and thereby involve market failures. When these goods are provided by the
private sector (in the form of improved seeds and inputs at a price), they become club goods that the
poor are unable to afford. The same applies to the information and investments in the management of
common pool resources such as watersheds. In addition to economies of scale in production, the
benefits (or costs) of such investments tend to be long-term, sometimes off-site (the so-called spillovers
in the management of common pool resources), and thereby difficult to value, measure, or capture,
which makes cost recovery or sale of services difficult. The temptation to “free ride” on the benefits of
investments financed by others and the “Prisoners’ Dilemma”—the lack of information among potential
participants about the benefits of cooperation—impedes the supply of public goods. Therefore, without
public action and investment, such activities typically tend to be underfinanced and undersupplied. Not
surprisingly, public investments (in agricultural, natural resource, and medical research, for example)
have traditionally been, and to date remain, important even in contemporary industrial countries.

Global, Regional, National, and Local Public Goods

Turning now to “global public goods,” few goods are truly global in nature. The boundaries among
global, regional, national, and local public goods are often as blurred and context-specific as the
distinction between public and private goods. Climate change is a truly global good. Peace is another.
Without peace, global trade, transport, and capital movements, not to mention national growth
prospects, are inhibited. Some public “bads,” such as infectious diseases and carbon emissions, can
be global, regional, national, or local in character.

With respect to supply of global public goods, sometimes a large country or a large private corporation
will find it in its individual self-interest to supply a global public good.'? Private foundations and civil
society organizations may also provide some global public goods from time to time."> But in the
absence of a global government with taxation powers, some kind of global collective action is necessary
to supply them.

12. The Suez and Panama canals are two examples. The former was built by private companies, and the latter by the United
States government.

13. The contributions of the Rockefeller and Ford Foundations to the development of high-yielding varieties of wheat and
rice at International Maize and Wheat Improvement Center (CIMMYT) and International Rice Research Institute (IRRI) are
such an example. Private foundations are distinguished from the commercial private sector by the absence of a profit motive.
Civil society organizations are interest groups in society that are independent of the government and distinct from the
commercial private sector.
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Annex C. Stages in the Policy Cycle of a Global Program"

1.

Identifying and defining an issue that requires global action:

>
>
>

Initial research, analysis, awareness-raising, and advocacy, as needed

Identifying alternative strategies to address the issue

Determining that collective action is required, and that some kind of partnership could be
instrumental in alleviating the problem.

Identifying the right partners. Bringing together motivated partners from:

>
>
>
>
>

Bilaterals and multilaterals
Bank borrowers

Public sector

Private sector

Civil society including NGOs.

Formalizing the partnership:

A\

>
>
>

Selecting a cost-effective strategy: Determining, ex-ante, the potential cost-effectiveness of
alternative strategies with implicit partners

Agreeing upon the appropriate degree of formality—from simple MOU to formal agreements
—depending on, among other things, the level of resource commitments

Agreeing on financing, governance, and management arrangements

In due course, a “new” organization may have to be created.

Engaging other stakeholders: "

A\

Y VV

De
>
>
>
>
>

Systematic consultation to identify stakeholders in different groups: donors, implementers,
beneficiaries, professionals, and country-level task managers

Assessing their needs, priorities, interests, and perspectives

Getting their input into the objective function and strategy

Agreeing on the extent of their involvement, both quantitative and qualitative.

signing the program
Governance and management arrangements
Financial arrangements
Linkage with country work
Risks and risk management
Monitoring and evaluation.

Implementation:

>

>

>

Establishing objectives and targets for implementation—proposed inputs and resource
requirements

Mobilizing resources—financial, physical, and human resources, including technical expertise,
secondees, paid consultants, volunteers, and administrative support

Putting in place governance and management arrangements, and accountability to partners
and other stakeholders

14. The policy cycle may end with the establishment of new policies and associated institutions that facilitate individual
action by national governments or the private sector. Other cycles may lead to a new global program of activities to support
or implement the new policies.

15. Partners are a subset of stakeholders. Stakeholders are “parties who are interested in or affected, either positively or
negatively, by the program.”
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7. Reviewing and revising:

>

>
>
>

A\

Measurement and monitoring of outputs, outcomes, resource use, and partnership impact
Internal and external assessments of the changing environment, to determine if the activity is
still relevant in the changing environment

Self-and independent evaluations

Revision procedures—built-in process of revising arrangements, objectives, and targets in light
of experience and feedback on regular basis, including decisions to “declare victory and get
out”

Exit strategy—procedure for terminating the partnership once objectives are achieved or if
involvement of one or more partners becomes untenable.
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Annex G. Funding of Global Programs

Donor funding of global programs comes from four major sources: the Bank’s administrative budget,
the Development Grant Facility (DGF), Bank-administered trust funds, and other donor co-financing
(that does not flow through trust funds)."® In addition, the Bank (and other donors) spends resources
on oversight (in the Bank’s case by VPs, directors, and managers) that are generally not recorded as
part of the each program’s budgetary expenditures.

Of the 70 programs, 43 have received grants from the DGF during the last five years (FY98 to FY02),
amounting to $119.60 million in FY01 and $119.53 million in FY02. Of these 43 programs, the 26
programs that were managed entirely outside the Bank received grants of $32.75 million in FYO1 and
$32.66 million in FY02. The remaining 17 programs that were managed entirely or partially inside
the Bank received grants of $86.85 million and $86.87 million in those years.'’

Data on trust fund contributions and disbursements is presently incomplete.'® About 27 programs
utilized Bank-administered trust funds of approximately $500 million in FYO01. Of these, 19 programs
are managed inside the Bank, and 12 of these also received DGF grants. The overall picture is
dominated by two programs—the GEF (which is managed outside the Bank although housed in a Bank
building, but whose trust fund is managed by the Bank), which utilized $354 million in FYO01, and the
CGIAR (which is managed inside the Bank), which utilized $84 million in FY01. Global programs
primarily utilized programmatic trust funds that were established for the exclusive use of the
particular program, but some global programs drew upon sector/thematic trust funds that were not
reserved for the exclusive use of a single program.

Data on World Bank’s administrative budget (BB) contributions to global programs are even more
incomplete. There is presently no centralized tracking of BB expenditures by global programs, nor
has it proven possible to construct such data even for the most recent year, FY01, from SAP—the
Bank’s financial management system.'® However, it is possible to say the following:

e BB expenditures on each of the 26 DGF-supported programs that is managed outside the
Bank appear to be small, say, less than $100,000 a year for each program—mostly for the
task manager’s time and travel expenditures for oversight and liaison with the program.

e  Of the other 17 DGF-supported programs, the DGF grant covered all or most in-secretariat
costs for 8 programs in FY01, the Bank provided additional BB of about $10 million for 6
programs,” and the remaining 3 programs are new in FY02.

16. Other, smaller sources of funding include in-kind contributions (such as office space, staff exchanges, and secondments)
and contributions of clients, participants, and beneficiaries.

17. This includes the Forest Alliance (which is managed jointly by the Bank and WWF), the Global Development Network
and Provention (which are in the process of moving outside the Bank), World Links (part of which is managed by WBI),
and the Development Gateway (for which the Bank has a management contract with the Development Gateway
Foundation).

18. TFO manages a database on trust fund contributions since FY97 and disbursements since FY00. While broadly accurate,
these do not reconcile completely with TM reports and with SAP.

19. SAP does not assign a code or a flag to global programs, making it impossible to track or aggregate all expenditures by
global programs. While some global programs are their own cost centers, others are managed as part of a larger cost center
and therefore consist only of a number of budget lines and internal orders. BB expenditures on the program by other units
are especially difficult to track.

20. The WWF/World Bank Forest Alliance, World Links, Development Gateway, Global Development Network, infoDev,
and the Public-Private Infrastructure Advisory Facility.
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e For the GEF, the Montreal Protocol, and the Prototype Carbon Fund, while the Bank provides a
BB allocation at the beginning of the year, these expenditures are reimbursed from trust funds.

e  Of the remaining 24 DGF programs, BB expenditures on the 12 programs that are managed
outside the Bank are once again small, since the Bank makes no contribution to the program
beyond the task manager’s time and travel expenditures.

e Ofthe remaining 12 programs that are managed inside the Bank, 2 are new in FY02, one is a
large program supported entirely by BB,*' one is a large program supported mostly by BB,*
three are large programs supported mostly by trust funds,” and the final five are small
programs of under $1 million in FYOI.

Overall, excluding the time spent by VPs, Directors, and Division managers on governance and
oversight, the Bank probably spent about $30 million plus or minus $5 million in FYO01. In
accordance with OP 8.45 on grant-making, one presumes that these BB expenditures were spent
entirely on program administration (for in-house programs), staff time, and travel. With few
exceptions, OP 8.45 excludes making grants from BB allocations, except for BB allocations that
come from the DGF.**

As shown in the table, about $2 million of the $30 million of BB expenditures came from the
President’s Contingency Fund in FYO1. This contributed to the activities of three internally managed
programs—the Development Gateway, the Global Development Learning Network, and World Links.
On the face of it, the previous year’s allocation of $1.5 million to the Critical Ecosystem Partnership
Fund—an externally managed program—was a violation of OP 8.45.

Overall, the Bank is contributing about $150 million to global programs ($120 million through the
DGF and $30 million additional BB) and disbursing about $500 million from Bank-administered trust
funds. The Bank’s share of the total donor expenditures on the 70 global programs is impossible to
calculate accurately due to lack of complete information on co-financing and in-kind contributions
from other donors that are not channeled through Bank-administered trust funds.

Table Allocations from the President’s Contingency Fund to Global Programs
(thousands of US dollars)

FY97 FY98 FY99 FY00 FYO01
Critical Ecosystem Partnership Fund 1,500.0
Development Gateway 1,117.0 1,000.0
Global Development Learning Network 450.0
Information for Development (infoDev) 500.0
World Links 500.0 500.0
Total allocations to global programs 500.0 0.0 0.0 3,117.0 1,950.0
Percent of total Contingency Fund allocations 5.2% 0.0% 0.0% 25.9% 12.6%
Total Contingency Fund allocations 9,633.0 14,152.2 12,466.3 12,030.2 15,489.5

21. Financial Sector Assessment Program (FSAP).
22. Global Development Learning Network (GDLN).

23. The Energy Sector Management Assistance Program (ESMAP), the Forest Investment Advisory Service (FIAS), and the
Water and Sanitation Program (WSP).

24. The exceptions listed in OP 8.45 are the Development Marketplace, the PSD Exchange, and the Research Support
Budget. The DGF is part of the gross, but not the net administrative budget of the Bank.
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Annex K. Risk Assessment and Approval Process for Private
Sector Partnerships

The Business Partnership and Outreach Group in the Private Sector Development and Infrastructure
Vice-Presidency provided advice to the World Bank Group with respect to engaging in partnerships
with private sector entities at the global, regional, and national levels. The Group had produced two
brochures on risks and risk management:

e Business Partnership: Risk Assessment, Mitigation and Management, Briefing Note No. 4,
November 2000
o Partnerships with the Private Sector: Assessment and Approval, August 2001.

The Bank’s Management has now endorsed, for all new private sector partnerships, the risk
assessment and approval process that is contained in the August 2001 brochure and integrated this
into the Partnership Approval and Tracking System (PATS) along with three other business
processes—the initiating concept note for seeking MD approval, the DGF application process, and the
initiating brief for trust funds. The PSI Network provides this assessment and approval process for
new private sector partnerships for the Bank as a whole, like the ESSD Network coordinates the
implementation of the Safeguards Policy for the Bank.

The August 2001 brochure identifies four major risks to the Bank of engaging in partnerships with the
private sector:

o Reputational risks: Selecting an inappropriate private sector partner or partnership activity

o Conflict of interest risks: Entailing a conflict of interest between the private partner’s
involvement in upstream policy advisory or project/program design work and subsequent
intention to be involved in linked downstream work, be it in the form of further consultant
services or provision of goods and services

¢ Unfair advantage risks: Conferring unfair advantage on a single company (e.g. co-hosting a
conference and then allowing them to use the Bank’s name in a manner that implies an
endorsement of, or preference for, the company’s products or services).

e Governance risks: Designing the partnership’s governance structure or processes in a way
which is unlikely to deliver the desired outcomes, or which may do so with prohibitively high
transactions costs

The November 2000 brochure had identified two other risks associated with private sector
partnerships that were included in OED’s survey of the task managers of global programs:

¢ Dilution of World Bank Group’s convening power: A reduction in external entities’
willingness to participate in activities convened by Bank Group staff

e Diverting World Bank Group’s resources to non-priority areas: The additional transactions
costs of the partnership outweigh the additional outcomes generated by the partnership for
countries/communities

The August 2001 represents a second iteration of the assessment and approval process for private
sector partnerships in terms of what is practical. Drawing upon their experience since November
2000, the Business Partnership Group has concluded that it was impractical to assess the latter two
risks in a rigorous way.
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Annex L. DGF Governance and Management Framework

DGF was established by the Board in August 1997 to consolidate the management of existing
arrangements for grant making under a single umbrella and to ensure that the use of Bank grant
resources is closely aligned with sector and Bank-wide priorities. To enable Bank to prioritize the
allocations, grants from the IBRD administrative budget are normally channeled through the DGF.
Only in special cases, like the Development Marketplace or the Research Support Budget, other parts
of the administrative budget extend grants. DGF grants, according to OP 8.45, are to be used only to
support activities that meet the Bank’s overall grant-making objectives (listed below) and that are
consistent with Bank’s institutional and sector priorities. DGF grants must also substantially meet the
eight DGF eligibility criteria that are listed below.

1. Objectives of Grant Making

According to OP 8.45 grants are an integral part of the Bank’s development work and an important
complement to its lending and advisory services. The Bank’s main objectives in extending grants are:

e To encourage innovation
e C(Catalyze partnerships
e Broaden the scope of Bank services.

2. DGEF Eligibility Criteria

The OP 8.45 clarifies the framework for Bank grant making through the Development Grant Facility.
It enlists the following Board-approved eligibility criteria for DGF to achieve the objectives of grant-
supported activities:

e The program contributes to furthering the Bank’s development and resource mobilization
objectives in fields basic to its operations, but it does not compete with or substitute for
regular Bank instruments.

e The Bank has a distinct comparative advantage in being associated with the grant program,;
it does not replicate the role of other donors.

e The program encompasses multi-country benefits or activities that it would not be
appropriate to undertake at the country level.

e The Bank’s presence provides significant leverage for generating financial support from
other donors. Any single grant to a recipient should generally not exceed 15 percent of
expected funding over the life of Bank funding to a given program, or over the rolling 3-year
plan period, whichever is shorter.

e The grant is normally given to an institution with a record of achievement in the program
area and financial probity.

e The management of the recipient institution has an arm’s length relationship with the
Bank’s regular programs.

Grant programs are expected to incorporate an explicit disengagement strategy.

e Programs and activities financed should promote and reinforce partnerships with key

development partners.

3. DGF Governance and Management

Under the Bank’s grant making governance structure, a prioritization process has been put in place
consisting of the Sector Boards, Bank networks, the DGF Council and the Bank’s management
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committee. Each year the Development Grant Facility (DGF) Council and Secretariat are responsible
in setting the parameters and a timetable for receiving and reviewing DGF grant applications for the
following fiscal year. Each proposed DGF program is sponsored by a Bank unit and is under the
direct responsibility of an individual Bank program manager. The program manager is responsible
for preparing the grant application, having it cleared with the manager of the sponsoring Bank unit
and then submitting it to the relevant Sector Board head. The Sector Board is responsible for
reviewing the proposals received, endorsing them as appropriate, and ranking them in terms of
priority for funding against the sector strategies. The Network Council is responsible for reviewing
the Sector Board submission and adjusting them appropriately to reflect the Network priorities before
forwarding the submissions to the DGF Secretariat for consideration by the DGF Council.

The DGF Council® is responsible for reviewing programs from an institutional perspective and
ensuring that these comply with DGF eligibility criteria, objectives in grant making and Bank wide
priorities for regional and global initiatives. The DGF Council may recommend shifts across
networks to reflect institution-wide priorities. The DGF Council is also responsible for recommending
allocations to senior Bank management for consideration by the Bank’s Board under annual DGF
budgets. In the partnership oversight process, the Managing Directors are expected to review all new
major partnership initiatives undertaken within the Bank. The Bank’s Board is responsible in
providing the overall strategic direction to the DGF and approving the DGF budget each year.

The DGF prioritization process consists of the following reviews and approvals:

. Initial Managing Directors Review
- MDs’ approval of new global programs at the early conceptual stage
- Authorizes the responsible VPU to mobilize resources for the program, including
potentially from the DGF
. Application Process
- Sponsoring Bank staff prepares application
- Most proposals are to be implemented by outside agencies
. Sector Board Review
- Vets against quality
- Ranks against sector priorities
. Network Clearance
- Adjusts Sector Board submissions to reflect Network priorities
. DGF Endorsement
- DGF Council reviews proposals against:
o DGEF criteria
o Objectives in grant-making and
o Bank-wide priorities for global and regional initiatives
- Proposes grant allocations within constraint of DGF budget envelope
. Senior Management Recommendation
- Recommends annual DGF budget to Board
. Board Approval
- Board approves budget and sets overall policy direction
- Board has delegated limited authority to Management to reallocate funds

25. The DGF Council consists of representatives from all Bank Networks, three Regions (on a rotating basis), Strategy and
Resource Management, Resource Mobilization and Cofinancing, and the Legal Department.
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DGF - Governance Structure

BOARD Approves
?
| SENIOR MANAGEMENT | Recommends
?
Reviews & Endorses
DGF COUNCIL a/
SECTOR BOARD / L
NETWORK COUNCIL Vets & Prioritizes
f Sponsors
BANK SPONSORING UNIT Supervises
Evaluates
Grant Recipients Implements
Y ( ( Y Y

Grant funded activities

a/ The DGF Council currently consists of representatives from five Networks, regions, LEG, SRM, and
RMC. It is chaired by the Vice President of RMC and is supported by a small DGF Secretariat

4. Process of Independent Evaluation, Financial Reporting and Grant Completion Reports

Independent Evaluations. All DGF programs receiving over US$300,000 annually from the DGF
are required to have an arrangement for regular and independent evaluations. According to BP 8.45,
the program manager, besides being responsible for supervision of implementation and obtaining and
reviewing all relevant global program reports is also responsible for ensuring that an appropriate level
of independent evaluation is provided.

Financial Reporting. The task manager of the Bank sponsoring unit normally makes disbursement
requests to the DGF Secretariat on behalf of the recipient. The DGF grants are normally executed by
recipients that have a record of achievement and demonstrated financial probity.*® According to BP
8.45, the “grant recipients are required to exercise the same care in the administration of the grant as
they exercise in the administration of their own funds, having due regard to economy, efficiency, and
the need to uphold the highest standards of integrity, including the prevention of fraud and corruption,
in the administration of public funds”.

Furthermore, the recipient organization is responsible for implementing the activities of the program
and preparing all reports specified in the Grant Letter of Agreement, including an annual statement of
account showing the use of grant funds, audited annual financial statements, and a report

26. As outlined in BP8.45, in some special cases, the DGF may disburse funds to a program housed within the Bank (i.e.
without a Grant Letter of Agreement) if the program (a) has its own secretariat in the Bank funded directly by the DGF, or
(b) is responsible for making numerous subgrants and obtaining clearance of Grant Letters of Agreement from LEG
(examples include the Institutional Development Fund, Post-Conflict Fund, InfoDev, and Small Grants Program); or (c) the
program is covered by a multilateral agreement. In a few exceptional cases approved by the Executive Directors (e.g.,
Institutional Development Fund, Post-Conflict Fund), grants may be disbursed into trust funds administered by the Bank.
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summarizing activities and results. The Bank task manager and the program manager are responsible
for supervising implementation and obtaining and reviewing all relevant program reports, including
timely financial reporting and appropriate use of DGF funds by grant recipients. For external Bank
global programs, the DGF requires that the task manager forward an audited financial statement along
with a Progress Report on the program for review with the annual application for funding.

The Grant Completion Report of the global program is expected to describe the extent to which
program objectives were met and activities completed, assessing the program’s development impact,
identifying problems in the program’s execution, and providing lessons learned.”” Overall, these
reports are expected to be one way for the Bank management and the Board to determine the
effectiveness of the use of grant funds and the “lessons learnt” from these programs to further refine
the budget allocation and prioritization process.

According to the BP 8.45, the program manager is responsible, if the DGF’s funding for the program
is ending, for preparing a Grant Completion Report within six months after the closing date of the
final Grant Letter of Agreement, clearing it with the manager of the Bank sponsoring unit, and
forwarding it to the DGF Secretariat. Even for external global programs, the program manager, by
signing the Letter of Grant Agreement, agrees to submitting to the Bank, a report “summarizing the
activities financed by the Grant and assessing the results achieved by the activities compared to their
objectives” within six months from the end of the grant period. The DGF Secretariat is responsible for
reviewing and reporting on the Grant Completion Reports in the DGF’s Annual Review submission
to the Board.

27. A model grant completion report is available to the Bank staff. The Grant Completion Report also needs to include the
audited financial statements of the program and any independent or recipient-prepared evaluation reports
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Annex M. Trust Fund Governance and Management Framework

Purpose of Trust Funds

A Trust Fund (TF) is a financial and administrative arrangement between the Bank and an external
donor under which the donor entrusts funds to the Bank to finance a specific development-related
activity. Trust funds are of several types (Box M.1) including those for Global and Regional
Programs (See Framework below). The Bank’s operational policies and procedures for trust funds are
spelled out in OP 14.40 and BP 14.40 (issued in February 1997), which are reviewed from time to
time to ensure their continued effectiveness in contributing to the Bank’s development objectives. A
review of the policies is currently in progress and the OP may be revised soon. By participating in the
trust fund, the Bank aims:

e to assist its member countries by increasing flow of resources for development; and
e to support its own operational and research programs.

The Bank’s policy requirements in accepting administration of a trust fund, as laid down in OP 14.40,
are:

e The Bank accepts only trust funds that support activities not traditionally financed under the
Bank’s administrative budget and those do not create a conflict of interest.

e Activities under trust funds are part of a unit’s work program and complement, expand and
enhance Bank policies and programs, including non-lending services.

e The Bank accepts only trust funds that it can administer under cost effective arrangements.
The trust funds must be of a minimum size, the amount of which (currently $200,000) is
determined from time to time and provide untied funds, except for Consultant Trust Funds
(CTFs), which have some special features.

e Asa principle, the Bank advocates open global competition and does not accept tied funds
or procurement under trust funds except in some special circumstances e.g. CTFs.

e The Bank may accept a trust fund from the private sector, provided that (a) the Bank retains
decision-making authority over the use of funds; (b) the funds advance recipient country
interests and Bank’s policy and institutional objectives; and (c) no special advantages or
benefits accrue to the donor.

Each trust fund is governed by a TF Administration Agreement between the Bank and the donor.
The trust fund financed activity may be executed by the recipient country where the Bank passes on
resources to intended beneficiary according to the terms and conditions of a Trust Fund Grant
Agreement between the Bank and the recipient. The Bank recovers its costs to manage and administer
a trust fund taking into account the direct benefit to the Bank from such funding.”® The Bank exercises
the same care in the discharge of its agreed functions under the trust funds as it does in respect to its
own affairs.

28. The managing units used to have the prerogative of to waive or negotiate trust funds on a case-by-case basis with the
result that the charges varied across different trust funds. This has been eliminated in revised cost recovery arrangement
proposed by TFC/RMC on August 16, 2000, whereby a uniform policy has been adopted.
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Box M.1. Types of Trust Funds

Global and regional trust funds: These include the Highly Indebted Poor Countries (HIPC) Trust Fund, the
Global Environment Facility (GEF), and other umbrella thematic trust funds that are implementing international
agreements and multilateral initiatives. Most global programs derive their financial support from this type of
trust funds. Most are supported by governance or partnership arrangements and have relatively independent
management from the Bank.

WABI trust funds: These are multi-year programmatic trust funds supporting programs and activities in 15
thematic areas. Managed by WBI, these only provide trust fund resources to programs such as World Links for
Development that have a Bank budget base of support.

Single-donor programmatic trust funds: These trust funds are usually established for agreed-upon thematic
or operational priorities and have a vetting mechanism with the Bank to propose priority activities to be funded.
The four largest the Japan’s Policy and Human Resources Development (PHRD) fund, the Japan Social
Development Fund (JSDF), the Bank-Netherlands Partnership Program (BNPP) and Norway’s Environment
and Social Development Fund (NESD).

Consultant trust funds: These funds involve largely tied funds (to consultants associated with the donor
country) and relatively small allocations. These can be accessed by any Bank unit (including global programs
managed inside the Bank) provided that their use meets the specific conditions associated with the fund.

Single-purpose country-focused and sector/thematic trust funds: These are stand-alone, non-programmatic
funds, which finance activities pre-specified by donors in agreement with the Bank.

Trust Fund Governance Structure

The Resource Mobilization and Co-financing Vice Presidency (RMC) serves as the focal point in the
Bank for mobilization of external funds and is accountable at the institutional level for relationships
with official bilateral agencies and other multilateral development banks and multilateral agencies. It
develops trust fund programs in consultation with donors, identifies common development objectives
between the Bank and the donor community, negotiates major new programs, advises on restructuring
of new trust fund programs and coordinates clearance by central units including Controller’s and
Legal. RMC formulates trust fund policies, carries out evaluation and overall reporting and
maintains relationships with official agencies and institutional level relationship with multilevel
development banks and agencies. It also manages the Development Grant Facility, a vehicle for
Bank-funded grants to global and regional programs, some of which also receive external
contributions through trust funds. A Partnership Council located in RMC facilitates knowledge
sharing and rationalization of contacts with key external partners. Established in May 1999, the
Council is composed of a representative sample of Network, Central and Regional VPs and is chaired
by an MD. It provides the Board with an overview of trends and issues in partnership.

Within the network vice presidencies, co-financing coordinators and funding coordinators, similar to
the regional vice presidencies, provide guidance on trust fund management that is network-specific.
These coordinating mechanisms at the regional and the network levels are aimed at ensuring that
there is no disconnect or mismatch between the functional responsibilities of the two in participating
in trust funds and then implementing them. The trust fund managing units in the vice presidencies
are responsible for:

e Planning and budgeting trust funds;
e Identifying possible sources of financing in consultation with the regional/departmental
cofinancing coordinators and TFC, and obtaining funds
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e Applying internal controls to ensure compliance with OP/BP 14.40 and TFC/donor
guidelines;

e Supervision, procurement, disbursement, and external and internal reporting;

e Monitoring trust fund portfolio and funds status, ensuring compliance with trust fund
objectives and requirements and monitoring output delivery and quality of outputs; and

e Evaluation of trust funds and cooperation with OED and RMC in reviewing the programs.

Trust Fund Reforms — Proposals for Change

The rapidly expanding and diversified trust fund portfolio of the Bank has made it increasingly
difficult to achieve the full potential development impact and partnership value of these funds under
the existing policies and procedures. Recent reviews and audits of Bank-executed trust funds have
indicated a clear need to address the challenges arising from the current complexity and diversity of
trust fund arrangements, both by strengthening controls and improving the standard of care of trust
funds, and also by undertaking more fundamental structural reforms. The reforms being pursued are
discussed below.

Objectives:

e Streamlining business processes for single-purpose (country focused/sector-thematic) Trust
Funds.

e Refinement to the existing single-donor programmatic trust funds by simplifying
management arrangements and providing additional flexibility to the Bank.

e Structural reorganization in trust fund administration to respond to the needs of a growing
trust fund portfolio.

Action Plan

Dialogue between the Bank management and the Board on one hand and between the Bank
management and the donors on the other, is currently underway to set strategic directions in the main
areas of Mainstreaming the trust funds, Simplifying programmatic trust funds, Administrative
Reforms and Risk Management. The actions being considered under institutional reforms discussed
below aim at strengthening the Bank’s role as a trustee of the donor funding for GPPs, by improving
selectivity, introducing transparency, ensuring cost effectiveness and above all improving it
credibility amongst the donor community and the recipients of the GPP benefits. These would also
ensure meeting the global objectives of the Bank and leveraging its involvement in the various
programs where it is involved by additional donor funding.

Policy Reforms:*

Reviews by the Bank of the single purpose trust funds have shown that:

e Although screening procedures require reference to existing CASs and business plans, the
current processes do not facilitate meaningful comparison or prioritization across different
proposals coming at different times of the year. Selectivity/Relevance and Efficacy are thus
substantial issues.

29. Consultant trust funds (CTF) are not covered in this review.
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e  While information on donor funding interests is not widely known to managers and task team
leaders in the Bank, the donors also suffer from a lack of systematic information on all
funding needs in their areas of interest.

e Identification of activities of potential interests to donors is not well coordinated.

e Feedback to the donors during implementation is neither standardized nor closely monitored.

For single purpose trust funds, a proposal to standardize business processes for new contributions,
which will be subject to improved vetting and prioritization procedures, is under consideration by the
Bank . Existing administration agreements would not be renegotiated and on-going activities would
continue to completion.

For programmatic trust funds, the donors allocate funds on a yearly basis, which would be
available for specified development priorities, allowing central or sectoral program managers to invite
proposals consistent with those priorities. Periodic screening and prioritization then follow by central
units and Network/Regional VPUs for donor approval. Although these trust funds have transparent
selectivity and adequate monitoring, further refinements are needed to simplify arrangements and
provide additional flexibility to the Bank in using these trust funds. The key features of reforms™ to
the programmatic trust funds are:

e  Multi-annual commitments with annual contributions, tied to an annual consultation
process.

e Standardized vetting procedures and schedules to ensure alignment with Bank and donor
strategic priorities as well as incorporation in business planning

e Designated focal points

e Central administration of the program by RMC

e Cost efficiencies.

Institutional Reforms

Bank is also introducing institutional changes for implementing reforms within its trust fund
administration.’’ A committee including vice presidents and managers of the units responsible for
trust funds called the Trust Fund Action Committee (TFAC) would coordinate the progress of the
reforms and oversee the implementation of the Trust Fund Action Plan. The management of trust
funds is now being organized around four pillars: Strategy and donor relations, trust fund operations,
accounting, and quality assurance and compliance (as discussed above).

A Strategy and Donor Relation (TFS) unit in the RMC vice presidency will focus on strategy,
partnership and resource mobilization. This unit will develop a strategy for the mobilization of trust
fund resources and be responsible for managing donor relations to ensure the strategic alignment of
trust funds with Bank’s development agenda and will serve as the key focal point, on behalf of RMC,
for the Bank with the donor community on matters of policy, strategy and programs.

A Trust Fund Operations (TFO) department will develop internal policies and business processes
for the Bank’s use of trust funds. This department will provide centralized support and training to
trust fund users and managers; it will manage the selected programmatic trust fund programs and will
also develop risk management strategies for trust funds across the Bank; and it will manage and

30. The proposed reforms would be carried out led by RMCVP and the Trust Fund Action Committee (TFAC) in
conjunction with the OVPs. TFAC is chaired at the MD level and consists of the Controller, the Auditor General and senior
managers from RMC, OPCS, CRM, LEG and DII.

31. Bank’s Kiosk Announcement Tuesday, February 5, 2002
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analyze trust fund information, provide periodic operational reports and briefings and responses to
requests for information on trust fund usage.

A Trust Fund Accounting (ACTTF) unit in the Controllers’ Vice Presidency is responsible for
formulating and overseeing trust fund financial, accounting and administrative policies.

In October 2001, Bank constituted a Trust Fund Quality Assurance and Compliance Unit (TQC),
which is charged with an annual portfolio review of the Bank’s trust fund activities. The unit will
ensure quality control for trust fund operations and will advise senior management on controls,
compliance, process, and risk issues related to trust fund operations. The initial findings of the unit
are:

o trust fund management needs to be integrated into the overall management and control
structure of the Bank, with mandatory training for all those who are involved in trust fund
management. (4 framework for trust fund learning and certification program has already
been prepared by RMC and actions are underway to implement training program for the
concerned staff.)

o The issues of lack of accountability and consequences of the mismanagement of trust
funds need to be addressed.

o The basic trust fund systems and processes need to be simplified and made user friendly.

A schematic presentation of trust fund reforms is presented in Attachment 1. The on-going GPP
review will evaluate the impact of the proposed reforms in the case studies it has undertaken.
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Attachment 1: Trust Fund Reforms—A Schematic

Single-Purpose Trust Funds and Programmatic Trust Funds
1. In support of Country-Focused activities
2. In support of Sector/Thematic activities

v
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Indicative
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1. Country Management Units
2. Networks/Sector boards
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Other Agreed Governance Arrangements

v

Prioritized
Menu of
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)

Submission to
donors for
selection/funding,
if required

Aligned
1. Country Focused trust funds
2. Sector/Thematic trust funds
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Annex N. The GPG Fund

At a meeting on April 25, 2001, the Management Committee approved the establishment of a global
public goods (GPG) Fund of $7.5 million for FY02 to provide additional incentives for work,
primarily at the regional and country levels, on the five GPG priority areas defined in the Strategic
Directions Paper.

At a subsequent meeting on July 25, 2001, the Management Committee approved 9 out of 15
proposals received according to the following criteria:

e Alignment of the proposal to GPG priorities (and only in exceptional cases) to Corporate
Advocacy priorities.

e Designed truly as an incentive to regional and country program action in the specified GPG
area, with clearly stated objectives, deliverables, and monitorable indicators

e Strong links to front-line work in Regions

e Substantial commitment from Regions and Networks to match GPG Fund resources from
their own budgets

e No presumption of continued funding in FY03, and therefore sufficient value added and
demonstration effect to justify corporate support even in the absence of continued funding for
FY03.

The table below presents the nine successful proposals, project objectives and key deliverables,
amounts requested and approved, and the reasons and conditions for approval. All but one of the
successful proposals was a GPG priority, while the other—on mainstreaming gender consideration
into ESW, lending, PRSPs, and CASs—was a Corporate Advocacy priority. All but one of the
successful proposals is being managed by the network VPs. The six proposals that were not approved
for GPG funding include: (1) ICT for Education (request for $836,000); (2) Trade and Rural
Development ($900,000); (3) Social Protection SSP Implementation ($775,000); (4) Global Fund for
Participation of the Poor ($1 million); (5) Social Development Strategy ($499,000); and

(6) Operational Policy Harmonization among International Agencies ($285,000).

The GPG Fund is not generally intended to be an additional source of funds for global programs,
since there is no requirement that resources provided by the GPG Fund be used for partnerships
activities, whether global programs or institutional partnerships. Three out of the nine initiatives
funded by the GPG Fund in FY02 were for global programs, and for three new programs in every
case—the Program on Forests (PROFOR 1I), the Integrated Framework for Trade, and a Natural Gas
Flaring Reduction Initiative. Rather the GPG Fund is intended to provide additional resources
primarily for the Bank’s networks to mainstream global concerns into regional and country
operations.

Nor does GPG funding substitute for DGF funding, since DGF grants are generally intended for
partnership activities with shared governance arrangements that are managed at arm’s length from the
Bank. GPG funding, on the other hand, can be utilized for Bank staff time and travel costs.
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Annex P. Likely Effect of Three Management Options on Global
Program Issues

Bank-wide Sector Boards/
I N Network
ssues Committees and . Task Manager
Councils/Network
Corporate VPs VPs
x ~— > x Q% > x ~— >
- 6 s 2 - 8 s 2 - 8 s 2
0582 F 85,88 33 §%[e58e_ 3 8%
S8o 39% 2 |S58¢ €% 0|58 §9% de
f3E S8 vo|f38 §5 wo|R3E§¥S @
I 7] 7]
0s© § 25| 05 58 25| 6s5° 8 2£
s w Q6 & %» Qg iy »w Q7
Bank-wide global program strategy and
mandate for intellectual leadership > » () > » L) - -
Inter-network priority L 4 r | A > r ] A — — —
>
@  Performance indicators to link with CASs
®  and SSPs ? A~ A |7 A~ A - — —
»
Criteria for resource allocation, budgeting,
accounting, auditing > L) L) > L) L) - - -
Defined risk management policies > * * > * * —_ —_ —_
Compliance with Bank-wide standards for
priority setting, quality at entry, risk > A A > A A —_ —_ —_
management
>
:E Quality assurance and enhanced standards D ] * D ] * — — —
=
o
= Transparent processes for program phases
3 from identification to evaluation > » A > » A - - -
Clear network accountabilities ] A A ] A A — — —
Systematic approach for monitoring of
program performance and review of L * * L 2 * * L * *
< ongoing portfolio
<]
%5 Clear responsibilities for Bank’s regions,
-g networks, task managers > * * > * * > * *
[}
€ Independent evaluation to justify continued
2  |ong-term support or mainstreaming of ] A A > A A — A A
2 programs
E
Budgetary resources to fulfill Bank’s
commitment to partners » * * > * * - * *

= Neutral PPositive AHighly Positive —Not Applicable
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Annex Q. DGF Data on Program Approvals and Exits

|Approval and Rejection of Network Proposals (FY02)

No. of new New DGF New non- No. of DGF No. of
Total DGF Total No. of DGF approvals that programs with programs
DGF global
Network financing DGF programs programs are global roqrams increased rejected by
($million) " withMD  programs P 9/3 allocations DGF Council
approval /2 /4 /5
ESSD 68.26 9 3 3 0 1 6
HD 30.44 18 4 4 1 4 2
OPCS 18.88 3 3 0 0 0 0
PREM 37.98 7 3 2 0 3 1
PSI 19.41 9 1 1 0 0 3
FSE 0.5 1 1 1 0 0 0
TOTAL 175.47 47 15 11 1 8 12

1/ Bank Networks recommended 70 proposals (totaling $194 million) for DGF support. DGF Council rejected 12
proposals and there was a net reduction of 11 programs due to consolidating 17 programs into 6 programs.

2/ Includes programs that have been consolidated under the umbrella programs.

3/ Lymphatic Filariasis was approved in FY02 and is a US$20 million trust fund. The major partners include Gates
Foundation, WHO, WB, DFID, Merck, GSK etc.

4/ The amount of funds allocated by DGF for program increases in FY02 amounted to US$4.31 million and those for new
programs were US$4.08 - a total of US$8.9m were the freed up funds.

5/ The DGF Council rejected 10 applications for new programs and 2 applications for ongoing programs.
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Development Grant Facility (DGF) Funds Freed-up from Exiting Programs

Exits

Programs (amounts in $
million)

FY02
Global Water Partnership 0.40
Global Micronutrient Initiative 1.20
Business Partners for Development 0.25
Gender and Africa Rural Travel & Transport 033
Program )
Partnership in Statistics 0.50
FYO02 Total 2.68
FY03
UN Convention to Combat Desertification 1.25
Natural Resource Degradation of Arid Lands 0.30
World Resources 2002-2003: Living in Ecosystems 0.15
Poverty & Soc. Welfare Monitoring in Transition 0.10
Economies )
Support to Autonomia Foundation 0.50
Global Corporate Governance forum 0.50
Provention Consortium 0.33
FYO03 Total 3.13
FY04
Forest Partnerships Program 0.47
Roll Back Malaria 1.50
Stop Tuberculosis Initiative 0.70
Global Forum For Health Research (INDEPTH &

0.93
Eur.Obs.)
Program for Education Statistics 1.07
World Links for Development 0.75
Forum for Africa Women Educationalists 0.40
Partnership for Child Development 0.39
Program for the Assessment of Student 162
Achievement '
Solar Development Group 2.00
Public-Private Infrastructure Advisory Facility 2.50
Cities Alliance 1.70
Development Gateway Foundation 1.00
GDN: Education Research Component 0.75
Establishing a MENA Gender and Develop.

0.30
Network
Forging Partnerships for Good Governance 0.90
Integrated Framework for Trade 0.50
Global Financial Management Partnership 0.65
Caribbean Regional Technical Assistance Center 0.73
Financial Sector Strengthening Facility 0.50

FY04 Total 19.63
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Annex T. Survey Questionnaire with Respect to the GPG Fund
Administered to Task Managers of the Bank’s Lending
Operations

1. Before responding to this survey, were you aware of the five Global Public Goods (GPG)
priorities and the five Corporate Advocacy Priorities that are outlined in the most recent
Strategic Directions Paper and presented immediately below?  Yes  No

Global Public Goods Priorities Corporate Advocacy Priorities

1. Communicable diseases 1. Empowerment, security, and social
2. Environmental commons inclusion

3. Information and knowledge 2. Investment climate

4. Trade and integration 3. Public sector governance

5. International financial architecture 4. Education

5. Health
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2. In your opinion, should these global priorities drive some of the Bank’s country and regional
programs? _ Yes  No _ Don’t know

3. Before responding to this survey, were you aware of the Global Public Goods Fund (of $7.5
million in FY02) which the Bank’s Management Committee established in April 2001 to provide
additional incentives to encourage work on GPG priorities at the country and regional levels?
Yes  No

4. Do you agree with each of the allocation criteria developed by the Operational VPs and approved
by the Management Committee? 1=Yes, 2=No, 3=Don't know

e Alignment of the proposal to GPG Priorities (and only in exceptional cases) to Corporate
Advocacy Priorities

e Designed truly as an incentive to regional and country program action in the specified
GPG area, with clearly stated objectives, deliverables, and monitorable indicators
Strong links to front-line work in Regions

e Substantial commitment of Regions and Networks to match GPG Fund resources from
their own unit budgets

e No presumption of continued funding in FY03, and therefore sufficient value added and
demonstration effect to justify corporate support even in the absence of continued
funding for FY03

5. To the best of your knowledge, was your Region consulted in preparing the eight proposals listed
below that were successful?
1=Yes, 2=No, 3=Don't know, 4 =Not applicable
(Answer “Not applicable” if you are not associated with the relevant network.)

ESSD: Environmental mainstreaming in country ESW, lending, and PRSPs

ESSD: Forest sector evaluations in 15 countries

ESSD: Water resource management strategies in six countries

HDN: Reducing communicable diseases

PREM/DEC: Addressing constraints facing developing countries in successfully
integrating into the world economy

PREM: Mainstreaming gender considerations into ESW, lending, PRSPs and CASs
e PSI: Natural gas flaring reduction initiative

PSI: Improving World Bank Group’s delivery of information and communication
technology services

The following are the global programs in the sector in which you are working:
e Program #1
e Program #2
e Program #3

6. To what extent are you familiar with each of these programs?
1 = Never heard of the program, 2 = Heard of it, but not familiar with it
3 = Somewhat familiar with it, 4 = Very familiar with it
e Program #1
e Program #2
e Program #3
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7.

8.

10.

11.

12.

Have you used the products or the services of these programs in your country-related activities?
1=Yes, 2=No
e Program #1
e Program #2
e Program #3

Have your country-level counterparts shown interest in the products or services of these
programs? 1=Yes, 2=No

e Program #1

e Program #2

e Program #3

Are the objectives and activities of each program relevant to your countries' current development
priorities (PRSPs or CASs)?
1=Yes, 2=No, 3 =Don't know
(Answer “Don't know” if you have not heard of the program.)
e Program #1
e Program #2
e Program #3

Overall, what aspects of these global programs do you find most useful from the perspective of
country operations?
1 = Not useful, 2 = A little useful, 3 = Moderately useful
4 = Very useful, 5=Don't know, 6 = Not applicable
(Answer “Don't know” if you have not heard of any of the global programs in your sector.
Answer “Not applicable” if, to the best of your knowledge, the global programs in your sector do
not provide the particular products or services indicated.)
e Establishing global rules and standards in your sector
Creating and sharing knowledge on best practices in your sector
Building a global consensus on best practices in your sector
Advocating a specific approach to development in your sector
Developing new products and technologies in your sector
Improving access of countries to new products and technologies
Providing upstream diagnostic and advisory services
Supporting national-level policy and institutional reforms
Preparing investments projects in your sector
Building country-level capacity in your sector
Financing country-level investments in your sector
Helping to improve Bank operations in your sector
Improving donor coordination in your sector
Improving community-level participation in your sector
Other? Please specify

Which countries are you presently working on?

Please fell free to add any comments that you might have concerning the relevance of the Bank's
global programs in enhancing the effectiveness of country operational work in your sector.
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