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PREFACE

At itsmeeting in May 2001, the Council requested the Secretariat to prepare for consderation
at the December Council meeting, as well as a the October replenishment meeting, a paper on the
overdl structure, processes and procedures of the GEF, taking into consideration the findings and
conclusions of Second Overal Performance Study.

In preparation for the replenishment meeting held in Edinburgh, Scotland, in October 2001, the
CEO prepared an Initial Note on the GEF Structure, Processes and Procedures. The
replenishment meeting held a congtructive dialogue on the objectives of the note and the ideas presented
therein, and recognized that discussions on the GEF structure, processes and procedures of the GEF
should am at improving its performance.

The attached paper on Overall Structure, Processes and Procedures of the GEF has been
prepared by the GEF Secretariat, in consultation with the Implementing Agencies. It takesinto
consideration the draft report of the Second Overdl Performance Study, the discussions at the October
replenishment meeting as well as additiond input provided to the Secretariat by the Implementing
Agencies.

After the Edinburgh mesting, the World Bank convened a senior inter-agency team to ensure
that their views would be coordinated for submission to the Secretariat. The GEF Secretariat was dso
invited to the mesting.

In preparing this paper, the Secretariat convened three meetings of the Executive Coordinators
of the Implementing Agencies to discuss the points to be included in the note and to review proposals
for paper. In preparation for these discussions, the Secretariat prepared a number of working drafts on
which the agencies provided comments. The agencies o prepared individud inputs and options.

The Secretariat so consulted quite extensively with the World Bank Lega Department on Part
[11 of the paper which addresses the need to specify the autonomous ingtitutiona authority of the GEF.

On the basis of this collaborative work, a draft was prepared for review by the CEO and the
Heads of the Implementing Agencies. A meeting of the CEO and the Heads of the Agencies was held
by video conference on November 13 to discuss the draft.

Taking into account comments raised at that meeting, the text was revised and circulated on
November 13 for find review and comment by the Implementing Agencies. The Secretariat received
extensgve comments from each of the Implementing Agencies.

Recognizing that the Council at its December meeting is requested to provide guidance on the
concepts, proposals and strategic directions contained in the paper and next steps, and not to approve
the specific wording in it or to take afina decison on the proposas, as well as the urgent need to



disseminate the paper in view of the opening of the Council meeting in less than three weeks, it was
concluded thet there is not sufficient time to reconcile the three sets of comments. Therefore, the
comments of the three Implementing Agencies as received by the Secretariat on November 14 and 15
are annexed to the paper.



Recommended Council Decision

The Council reviewed document GEF/C.18/8, Overall Sructure, Processes and
Procedures of the GEF, and requests the Secretariat, in consultation with the Implementing
Agencies and the Trustee, to revise the note and the concepts, proposals and strategic directions
contained in it for congderation by the Council & its meeting in May 2002, taking into account
the comments made by the Council and with aview to facilitating discussion and agreement by
the Council of recommendations to be presented to the Assembly in October 2002.
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INTRODUCTION

1 Ten years of experience since the establishment of the pilot phase of the GEF together with the
Third Replenishment of the GEF Trust Fund and the convening of the Second Assembly make it
opportune to assess GEF simpacts and results, strengths and weaknesses. With thisin mind, the
Council commissioned the Second Overdl Performance Study of the GEF (OPS2), an independent
evauation of the GEF. OPS2 includes the findings, conclusions, and recommendations of the
independent evauation team. Thefirst draft of the study’ s completed report was circulated to the GEF
family at the beginning of November and will be discussed a the Council Meeting in December 2001.

2. In anticipation of the draft report of OPS2, the Council at its meeting in May 2001 requested
“The Secretariat to prepare a paper for condderation at the next Council meeting, aswell as a the next
replenishment meeting, on the overall structure, processes and procedures of the GEF, taking into
condderation the findings and conclusons of OPS2.”

3. This note has been prepared in consultation with the Implementing Agencies and takesinto
congderation the finding and conclusons of OPS2. It aso takes into account the discussions at the
replenishment meeting held in Edinburgh, Scotland, in October 2001 on the “Initial Note by the CEO on
GEF Structure, Processes and Procedures’ and additional input to the Secretariat by the World Bank
and the other Implementing Agencies on the initid note.

4, Over the last decade, the GEF, with the concerted efforts of its Implementing Agencies, has
made sgnificant impacts in the improvement of the globa environment as documented in OPS2. But a
number of concerns have aso been raised (responsveness to its clients, operationa delays, confusion
over roles, cogt-effectiveness, etc.), and new developments have arisen. These new developments
include:

@ A broader mandate for the GEF emanating from the guidance of the Conventions;
(b) New conventions and protocols have been concluded addressng globd environmentd

concerns which have requested the GEF to serve as their financiad mechanism (POPs)
or financidly promote their objectives (CCD);

(© Establishment of new convention funds thet the GEF is to manage; and

(d) Sgnificant growth in both the absorptive capacity of the countries and the ddivery
cgpacity of the Implementing Agencies and executing agencies.

5. With a decade of operationd and ingdtitutiona experience, and recognizing the ongoing concerns
and new challenges facing the GEF, it istimely to consider the next phasein the Facility’ sinditutiona
evolution asit enters the second decade of its existence.

6. It isworth noting that while OPS2 generaly concludes that “the GEF has been able to produce
very sgnificant project results amed a improving globd environmentd problems’ and that “the GEF is
1



moving in the right direction and therefore deserves continuing support for its operationa programs and
activities’, some of the findings of OPS2 echo concerns regarding GEF responsiveness, dow
implementation and disbursement, cost effectiveness and country drivenness raised by the GEF Council
and developing countries at the Conferences of the Parties to the Conventions and in other fora. Such
concerns continue to be evident in recent decisions and declarations such as those of the seventh session
of the Conference of the Parties to the UNFCCC in November as well as the African Regiona
Preparatory Meeting for WSSD in October.

7. The scope, conclusions and recommendations of OPS2 are broad and overarching, and they
will require detailed consderation by the Council with aview to preparing a comprehensive response
drategy over the next few months for review by the GEF Assembly. It isfurther recognized that the
GEF Assembly, which will be meeting in October 2002, has the authority, on the recommendation of
the Council, to approve structural changes to the GEF and amendments to the Instrument.* This paper
therefore is focused on those issues arisng from OPS2 that may require such action by the Assembly.
It is expected that Council’s conclusons on any of these proposals will be integrated into its
comprehensve response to the OPS2 recommendations.

8. The note focuses on three areas in which the present indtitutiona and management arrangements
of the GEF may usefully evolve so as to improve the effectiveness, respongveness, and efficiency of the
GEF. Part | of the note describes a new gpproach to strategic business planning aimed at maximizing
the impacts and results achieved through GEF-financed activitiesin light of Convention guidance,
country priorities, and available resources while providing greater predictability and trangparency to the
alocation of resources. Part |1 addresses the clarification of the roles of the respective partnersin the
GEF system with aview to streamlining processes and enhancing accountability, trangparency and
respongbility. Part 11 discusses the need to clearly specify the autonomous ingtitutiond authority of the
GEF and the independent authority of the GEF Council and Secretariat to act on behaf of the GEF.

l. STRENGTHENED OPERATIONAL ARRANGEMENTS-- STRATEGIC PROGRAMMING FOR
M AXIMIZING RESULTSAND IMPACTS

9. The ability to program effectively isvitd to GEF.

@ Strategic Targets. GEF is the finanda mechanism of the Convention on Biologicd
Diversity and the United Nations Convention on Climate Change, and is dso expected
to assume this role for the Stockholm Convention on Persstent Organic Pollutants.
GEF s ahility to meet the requirements of these conventions — and indeed to provide
effective support on any other globa environmenta issues such as land degradation —

! Paragraph 34 of the Instrument provides: “Amendment or termination of the present Instrument may be approved
by consensus by the Assembly upon the recommendation of the Council, after taking into account the views of the
Implementing Agencies and the Trustee, and shall become effective after adoption by the Implementing Agencies
and Trustee in accordance with their respective rules and procedural requirement. This paragraph shall apply to the
amendment of any annex to this Instrument unless the annex concerned provides otherwise.”

2



clearly depends on its ability to program financid resources to maximize and sugtain the
results and impacts desired. In particular, GEF needs to be strategic and goal oriented
while remaining flexible enough to program resources to meet the evolving needs of

those conventions and to program for synergies across the various conventions it serves.
Also, asafinancid mechanism, GEF is accountable to its donors and other stakeholders
to define in advance the outcomes it expects to achieve through programming the
financid resources that are mobilized for such purposes.

(b) Geogr aphical Balance and National Priorities. At the globa level, GEF is expected
to program to ensure adequate geographica baance in order to address environmental
issues that are globa in nature and to be responsive to a country membership that is
universdly open. At the country leve, GEF is expected to respond to nationd
priorities.

(© Operational Efficiency. GEF should program resources in a predictable way to
enaure effective operationd planning and maximize the possihilities of maingreaming
operations, and to match balanced Work Programs against available resources.

(d) Catalytic Action and Structured Learning. Asthe catdys for globd environmenta
action, GEF mugt program and coordinate different types of action -- in the proper
sequence and through a variely of agencies, including through inter-agency
collaboration. The programmed actions need to be sequenced first to demonstrate
innovative approaches, then to trandfer successful experience, and subsequently to
facilitate replication by others. The partner agencies (principally the three Implementing
Agencies, but supplemented by seven executing agencies with unique capacities) need
to play different but coordinated roles according to their comparative strengths —
whether these roles be in creating enabling environments, providing technical assstance,
investing in sustainable development, or in some other pecidized area. As a learning-
based indtitution, GEF needs to program its support in a sequence that will maximize the
opportunities for structured learning -- through monitoring and eva uation and feedback
into subsequent operations in the program.

Programming in GEF
Current Approach to GEF Business Planning

10.  GEF sprogramming function has evolved in response to previous evauations of its performance
and to Council decisons. Up to 1996, the GEF Business Plan had been the synthesis of the business
plans of the three Implementing Agencies but in 1997, the GEF Business Plan was established on a set
of principles that included having an integrated approach and a corporate identity. Currently the
planning cycle comprises the following:



@ The annua preparation of Program Status Reviews by the Secretariat in consultation
with the Implementing Agencies through the inter-agency task forces and based on a
knowledge of the portfolio through the Project Implementation Reviews and the
pipdine. The PSRs identify the status of implementation of the Operationa Programs,
including any gaps and issues, and help direct attention to under-programmed arees.

(b) The GEF Business Plan sats out the way in which impacts will be sought, country
ownership strengthened, agency commitment deepened, partnerships extended, and
operations made more efficient. The business plan projects (but does not program) the
levd of resources in each Operationd Program or focal area over the following three
years.

(© The GEF Budget seeks Council approva for resources for the non-project operations
of the GEF entities for the first year of the business plan period (project implementation
costs being covered by fees).

(d) Individud GEF entities devise their own work plans in accordance with the GEF
Business Plan and the GEF Budget.

11. Resources have been programmed by individua Implementing Agencies. In an attempt to
standardize programming and project entry into the Work Program, the Secretariat prepared project
review criteriain consultation with the Implementing Agenciesin 1998. An understanding was reached
a the May 1999 Council Meseting that the Secretariat would work with the Implementing Agencies and
executing agencies to prepare apipeline of GEF projects on aregular basis. From that time on, pipeine
information on any given proposa has been made available to Council at least one meeting prior to the
meeting a which the Work Program containing that proposal was to be discussed. It isimportant to
note that while the GEF Pipeline provided for the first time val uable advance information about projects
under preparation and an overal view of the GEF projects under preparation, it did not program
projects on a corporate GEF bass. Thisis because pipdine entry is based on individua project merit
according to the project digibility criteria, and not on overall strategic or programmatic targets.

12. Programming on a GEF-wide basi's has been done in avery limited way in response to specific
Council concerns -- for example, to sequence the approvals of solar-thermd projects, fud cdl bus
projects, and biosafety projects. In these cases, specific programming strategies were adopted to limit
gpprovd to an initia group of demonstration projects with subsequent follow up to be determined later
on the basis of experience, evauation, and STAP advice as appropriate.

Drawbacks of the Current Approach to GEF Business Planning

13.  Thecurrent programming gpproach is deficient in meeting dl the objectives set out in paragraph
9, and these deficiencies are now apparent.
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(b)

(©

(d)

GEF currently has no systematic way for setting strategic targets corresponding to the
program priorities established through convention guidance, or for ensuring that such
GEF-wide targets would be implemented operationdly. Yet this is necessary a the
GEF levd: it cannot be done individudly by each Implementing Agency, because no
sngle agency has the comparative advantage or the assstance drategy to cover dl the
requirements.

GEF currently has no systematic way of ensuring baanced geographica coverage. This
is particularly acute for the smdler and less developed countries. Similarly, GEF has no
way to ensure that the group of proposals submitted for review cover national priorities
in a balanced way, even granted that each such proposa is country-driven. Not every
high-priority proposa of a country to meet its globa environmental commitments fits
both the country assstance strategy and the comparative advantage of an Implementing
Agency. Asaresult, some countries believe that their GEF portfolios, while comprising
projects that are individualy endorsed, are not reflective of the baance of nationa
priorities. Severa countries have requested the Secretariat to redress this Stuation.

It is difficult to ensure predictable resource availability for the Implementing Agencies
and a the same time a baanced Work Program with overdl dlocations matched to
available resources. Beginning in November 2000, it has become necessary to phase
projects to meet financid congdraints and for Implementing Agencies to delay project
funding requests. Excess demand for GEF resources has resulted from (i) increased
country absorptive capacity as a result of enabling and outreach activities and (i)
introduction of new GEF operationa programs. The excess demand coupled with the
unpredictability of total resource needs for any given Work Program, has generated
magor chalenges. For the GEF, the chalenge is to develop baanced Work Programs
that match available resources when the totd alocation requested cannot be known
with certainty until the projects are actualy submitted for a Work Program. For the
Implementing Agencies, the chdlenge is then to manage country demand, pipdine
development, and mainstreaming GEF operations within constrained and unpredictable
resources. The Overdl Performance Study Report noted that a reasonable degree of
predictability over the medium term future about the funding levd of GEF activities is
essentid to maintain and further develop the Implementing Agencies engagement with
the GEF.

As OPS2 points out, cross-learning needs to be strengthened and accelerated. The
GEF sysem could make dgnificant improvements in recognizing success, and
accderating replication and integrating the lessons in future busness and drategic
planning.



Proposal for strengthened GEF Business Planning

14. It isgenerdly agreed that there is a need for a change to a strategic approach in the way GEF
resources are programmed to meet the objectives in paragraph 9. It is proposed that integrated
business planning be undertaken at two levels. Thefirst level would be for the Secretariat, in
consultation with the Implementing Agencies, to prepare the GEF Business Plan, containing dsrategic
priorities and targets, for Council’s gpprova and guidance to the Secretariat and Implementing
Agencies. The second level would be for the Implementing Agencies to prepare individua operationd
work plans consistent with the business plan and its strategic priorities and targets.

15. Levd 1. GEF Busness Plan Specificaly, it is proposed that GEF program resources to meet
drategic priorities and targets. The principd shift in planning would be to strengthen the role of the
Council in gpproving three-year rolling programmatic business plans with clear Srategic priorities and
targets based on the needs of the GEF asidentified through portfolio gaps and innovative niches that
need to be explored, guidance of the Conventions, and country policy and programming discussions
coordinated by the GEF Secretariat. The Implementing Agencies would be requested to pursue
country-driven opportunities for such targets and to work with countries to propose and manage
projects according to the approved business needs, within an indicative envelope of resources for each
agency, and consstent with GEF policies and criteria. The GEF Secretariat and Council would
continue their respective roles of coordinating and gpproving the work programs. Programmeatic
indicators would be developed to track the delivery of the program strategy and ensure the qudity of
implementation.

16.  Such asystem should lead to increased overdl impacts of GEF activities over time, to increased
predictability of resource alocation within the system, and to better trangparency in programming. Itis
a s to be expected that this Strategic programming would over time lead to reduced costs of doing
business and increase the accountability of the Implementing Agencies for working with countries to
develop project proposas consistent with the programmetic Strategy and targets approved by the
Coundil.

17.  The Secretariat and the Implementing Agencies have begun to discuss the modaities for
drategic programming in the context of the business plan. Each year the Secretariat would prepare, as
it does now, the GEF Business Plan with a three-year planning horizon, in consultation with the
Implementing Agencies. However, the business plan would be strengthened in that it would now
propose overdl grategic priorities and targets for the GEF to meet in implementing convention guidance
and program the resources accordingly. Inputs to the business planning process would continue to
include the Program Status Reviews, the Project Performance Reports / Project Implementation
Reviews, the GEF Pipdine, and the results of any discussions on programmatic gpproaches or nationd
priorities held with requesting countries. The business plan would be submitted for the consideration of
the GEF Council.

@ Important aspects of this strengthened business planning gpproach would include:
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(b)

(©

(d)

(€

®

@

)
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Criteria, based on maingreaming and integration, for agencies to program within
financid envelopes and for identified Strategic targets,

Strategies for meeting target objectives, indicative alocations of resources for identified
priorities, and the assgnment of Implementing Agencies to program such resources on
the basis of country-driven proposas (or on the basis of agreed GEF business needsin
case of global projects);

Country-leve programming undertaken by Implementing Agencies on the bass of the
country-driven proposds that are condstent with nationa priorities as wel as the
drategies, target objectives, and indicative alocations of the GEF business plan;

Prudentia reservation of unprogrammed resources for GEF to maintain the flexibility to
meet future convention guidance;

Criteria, based on business needs, portfolio gaps and inditutional comparative
advantage, for areas where specific executing agencies would be able to propose
projects;

A drategy, based on areview of the GEF Pipdine, for managing the trandtion from the
exiding pipeine with its implied commitments and excess demand, to the new drategic
approach;,

A balance between the top-down dtrategic approach to defining the program aress
needed to fulfill convention guidance and the bottom-up country driven approach
needed for developing projects within those program aress, and

The opportunity for the Council to discuss broad policy issues.

18. Level 2. Operationd Plans of the Implementing Agencies. Each 1A would Smultaneoudy

develop its own individud three-year operationd plan to outline:

@
(b)
(©)
(d)

their implementation of the gpproved dtrategic priorities and targets,

proposed deliverables,

estimated resource requirements consstent with agreed financia envelopes; and
any policy issues rdaing to the implementation of GEF-financed activities.

19. Iterative process. The GEF Business Plan has been produced annually with athree-year time

horizon. It is proposed to retain this rolling review because the annud iterations provide an opportunity
for adapting to changing circumstances. Council review and decisions would thus continue to shape
medium-term planning. In addition, and in recognition of the fact that strategic programming isamgor
change, the business plan and its modalities will be discussed at three successive Council meetings:



@ December 2001. The current paper, the results of the replenishment discussions on
Programming for Resources, and the Directions for the GEF Business Plan FY03-
FY05 are dl available for discusson,

(b) May 2002. The proposed GEF Business Plan FY03-FY05 will be submitted to the
Council for discusson and gpprovd a this meeting;

(© October 2002. The proposed GEF Business Plan FY 04-FY 06 will be submitted for
Council discusson and gpprovad at this meeting thereby reverting to the usud practice of
submitting business plans annually a the second regular Council meeting of each yesr.

It is envisaged that when Council approves each year’ s busness plan, it will provide guidance on the
drategic priorities and targets for the business plan period. This forward-looking guidance will assg in
country-level programming of GEF resources through identified agencies

20.  Such anintegrated and iterative business planning process would lead to increased predictability
of resource alocation for countries and through specific agencies, and to increased trangparency in
programming. It would increase overal impacts of GEF activities over time and increase the
accountability of the Implementing Agencies for working with countries to develop project proposas
consigtent with the Strategic priorities and targets gpproved by the Council. The proposed business
planning process would provide a consultative and transparent gpproach to managing excess demand,
which islikely to be afundamentd feature of GEF s operations. This gpproach would aso require the
Implementing Agencies to collaborate more closdy on pipeine development at dl leves (in a
headquarters and country level). Indicative planning frameworks for resources should aso not be
consdered entitlements or rigid alocations (periodic Council reviews of such indicative envelopes might
be considered).

21. In conclusion, the recommended approach, emphasis would be placed on GEF s Council-
approved Business Plan, and the overdl strategic targets which are needed to meet convention guidance
and nationd prioritiesin ageographicaly balanced way. This gpproach would be implemented through

| A operationa plans and country-driven activities programmed by the Implementing Agencies within
agreed financid envelopes and entered into the Pipeline and Work Program in the established way.

. CLARIFYING THE ROLESAND RESPONSIBILITIESOF THE GEF ENTITIES

22.  The GEF isamultilaterd organizationd arrangement that embodies partnerships a different
levels and dimensions. The Assembly and the Council review and make palicies for the functioning of
GEF. Theimplementation of decisonsisfacilitated by the Secretariat in partnership with the three
Implementing Agencies-- UNDP, UNEP and the World Bank. The World Bank aso acts at the
Trustee to the GEF Trust Fund and provides adminisirative support to the Secretariat. A second level
of partnerships are being developed with Executing Agencies under the policy of expanded



opportunities. There are also partnerships with countries and the Convention Secretariats. Another
layer iswith the NGO community, private sector, and other organizations participating in GEF activities.

23.  Thelnterim Report of OPS2 has noted that, as the GEF partnership has evolved and expanded,
there may be aneed for clarification or re-adignment of roles and responsibilities of the partnersin order
to improve the efficiency and effectiveness of the GEF. In particular, it isimportant to congder how the
GEF can continue to build on the comparative advantage of the various entities that condtitute the
partnership, and be more responsive to recipients and donors. The need for Strategic programming
further makes this darification imperative in order to make the GEF a more effective and results-based
organization.

24. The different GEF entities within the partnership collaborate to support the following functions
of the GEF: (i) Rdationswith Conventions, (ii) Policy and Program Development and Implementation;
(i) Monitoring and Evauation; and (iv) Communications, information dissemination, promotion of
accomplishments and awareness. A claification of roles and responsibilitiesis to be sought within the
context of execution of these functions.

Relationswith Conventions.

25. The OPS2 notesthe critical role played by the GEF as a multi-convention financing facility, and
concludes that the GEF has been respongive in operationalizing the Convention guidance asto the
eigibility requirements, policies and programs to be followed in asssting developing countries to
implement the Conventions. The Council and the Secretariat have the primary role for managing the
collaboration between the GEF and the Conventions. The Coundil is responsible for ensuring thet GEF-
financed activities conform with Convention guidance, and it gpproves the regular reports of the GEF to
the Conventions. The GEF Secretariat is responsible for coordinating with the Convention Secretariats,
and for representing the GEF a meetings of the Conventions. The Secretariat proposes to the Council
how the guidance from the Conventions may best be incorporated into GEF policies, programs and
drategies. The Secretariat consults with the Implementing Agencies, STAP, and the appropriate
Convention Secretariat in preparing such proposals and other operationa guidance related to the GEF' s
role as financid mechanism of the Convention.

26. Inits proposals for increasing the collaboration and dia ogue between the country nationa focal
points and the GEF Secretariat, OPS 2 notes the importance of promoting country coordination amnong
the GEF focd point and the nationd focd points for the Conventions. The discussion below concerning
country coordination elaborates on how the GEF Secretariat can assist the GEF foca pointsin this
regard.

Policy and Program Development and I mplementation.

27.  Thisfunction encompasses severd sub-areas such as development of operationa programs,
policies and criteria, country coordination, project preparation, and project implementation.



Operational programs and policies

28.  Asnoted, the Secretaria has primary responsbility for interpreting Convention guidance and
developing operationa programs, policies and criteria, in consultation with the Implementing Agencies
and STAP, prior to presentation for Council review and approva. Development of programs and
policies are usudly managed through inter-agency task forces, comprised of staff from the Secretariat
and the Implementing Agencies. OPS2 notes that these arrangements are working well, and remarked
that the proposed shifting of the STAP Secretariat to the UNEP regiond office in Washington D.C
should enhance the coordination between the GEF entities and the STAP Secretariat.

Country Coordination for Programming

29.  OPS2 underscores the GEF operationd principle that its projects must be country driven and
based on nationd priorities designed to support sustainable development. OPS2 dso points out that
more focus needs to be placed on sustainability of project benefits. The key to achieving thisisto
integrate globa environmental concernsin broader sectoral development plans and related
environmenta management priorities of countries.

30.  OPS2 notesthat to achieve this goa, GEF needs to help further strengthen national coordination
through the operationa focd points. It also notes that while each of the Implementing Agencies has
important operationd contactsin each government, the GEF needs a strong centrd foca point in each
country that can ensure that GEF projects are properly coordinated within the framework of strategic
programming, fall within the priorities and policies of the Government, and receive the support needed
to achieve results that have pogtive globa environmenta impact. OPS2 aso points out thet it is
necessary to develop an effective capacity a the nationd leve for the GEF focal point to exchange
information (especidly program results) with the nationa foca points of the Conventions which the GEF
issaving.

31.  Strengthening nationd foca points and country coordination should serve three functions: (i)
identification of genera nationd prioritiesin countries through a multi- stakehol der process; (ii)
coordination in a country programmatic exercise; and (iii) detailed country-level programming.

32. |dentification of country priorities. In order to undertake the proposed strategic programming it
isimportant for the GEF to understand priorities of recipient countries for globa environmenta issuesto
ensure that GEF-funded activities are in accordance with those priorities. Recognizing the growing
mandeate of the GEF, it is dso important that the identification of priorities include a multi- stakehol der
process, and in particular, a diaogue with the nationd focal points for the individua conventions served
by the GEF. To do this, and in accordance with OPS2 findings, it is proposed that the Secretariat
assume a proactive role in working with the country focal points to engble them to fulfill their key
responghilities in facilitating country-level coordination, eaborating country priorities, and ensuring
country ownership, building upon tools dready developed by the GEF, such as the Country Didogue
Workshops and the foca points newdetter. Thiswill involve, as recommended by OPS2, the GEF
Secretaridt, in collaboration with the Implementing Agencies, providing much more and better focused
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information services to empower the operationa foca point in each country to execute its tasks and
coordinating dialogue with the foca point regarding the GEF, its policies and procedures and how it
may best ass st countries to respond to their nationd priorities.

33. It is proposed to establish a country relations group and help desk within the Secretariat with
gaff whose main task is to ensure interaction with country focal points and to assst Council Members,
as requested, in working with their condtituencies. The Secretariat would aso organize sub-regiona and
regional meetings of focd points on arotating bass, including training for improving the technica
capacity of focd points. The information gathered from these consultations and did ogues will be used
as abenchmark of nationd priorities in consderations of country programming.

34. In addition, given the positive response to the Country Dial ogue workshops received from
OPS2 and other quarters, it is proposed that the Secretariat, in collaboration with the Implementing
Agencies, hold regular country diaogue workshops on arotating basis.

35. Programmatic Approach. The GEF Programmatic Approach, undertaken in partnership with
the country, and international partners, would provide phased and sustained support for the
implementation of a multi-year (medium to long-term) program that better integrates globa
environmental objectivesinto nationd drategies and plans (e.g. biodiversity strategy, sustainable energy
plan, or agtrategic action program for internationd waters). OPS2 supports the GEF Strategy of
pilating the programmeatic approach in afew sdected countries, focusing on those wherethereisa
ggnificant portfolio and/or pipdine of GEF-funded activities. An important point that OPS2 makesin
thisregard isthat it should not be pursued on a piece-med basis by each Implementing Agency, nor by
the GEF Secretariat done, but should involve dl key GEF partnersin ajoint exercise with the nationa
operationd foca point and other key stakeholders in the country and coordinated by the GEF
Secretariat.

36.  Since aprogrammatic gpproach would be multi-year, involving multiple sectors, multiple
agencies, and multiple stakeholders, with phased commitments of resources from al the partners
involved, it isimportant, as OPS2 confirms, that the Secretariat play a pivotal coordinating rolein the
programmatic dialogue with the countries, in collaboration with the Implementing Agencies. The GEF
Secretariat would have an important coordination and policy oversight function in developing GEF
programmiatic gpproaches and in proposing commitments on behdf of the GEF, while the Implementing
Agencies would, according to their comparative advantage and country experience, be requested to
further daborate on the didogue with countries consstent with GEF guidance. Executing Agencies
would be involved, as necessary, for identified business needs on basis of comparative advantage and
experience. The programmetic gpproach should work with and support the mainstreaming actions and
development policy didogue that the Implementing Agencies have with their dients within the context of
their individua country-programming exercises. It would also be placed in the context of broader
national and sectora development frameworks.

37.  Thereaults of establishing such programmatic frameworks in sdected countries will contribute to
the drategic business planning referred to the Part | of thisnote. The Implementing Agencies will have
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primary respongbility for discussons with the country on the development of individua project
proposals and other means for implementing the agreed program.

38. Detailed Country-leve programming. Implementing Agencies should continue to have primary
responsibility for detailed programming at the country-leve leading to development of individua project
proposds and other means for implementing the agreed program within the context of an agreed
programmetic gpproach or projects that fit into nationd priorities. The Implementing Agencies should
continue to develop the details of the GEF program within the context of their country assstance
frameworks and sector dtrategies, which would enhance mainstreaming of globa environmenta issues
within their respective agencies.

39. Executing Agencies should be caled upon to provide services according to the additiona
business needs of the Strategic business plan, taking into account their comparative advantage and
experience. When working to develop and manage GEF financed projects, the Executing Agencies will
be accountable to the GEF Council and work directly with the Secretariat.

Concept Development, Project Preparation and Implementation

40.  Thelmplementing Agencies and the Executing Agencies prepare and implement projects, while
the Secretariat reviews the concepts prior to entry into the pipeline and reviews project proposals prior
to submission to the Council for entry into the work program and gpprova. OPS2 noted the
commitment and motivation among saff in the Implementing Agencies in developing projects to meet
GEF goads and objectives.

41. It is necessary to distinguish between the relaive roles and responsihilities of the Implementing
Agencies and those Executing Agencies covered by the Expanded Opportunities Policy. The following
directions are proposed in this regard:

@ The Implementing Agencies should continue to contribute to the development and
review of GEF operationd policy issues and partner with drategic programming by the
Secretariat, in addition to the project development and implementation roles that they
would share with the Executing Agencies. The Implementing Agencies (and appropriate
Executing Agencies) would aso partner with the Secretariat in developing programmetic
gpproaches in certain countries, and collaborating with the Secretariat in various
corporate GEF programs (such as Country Didogue Workshops and Foca Point
Support at the country level)

(b) An aticulation of the areas of paticular emphasis in the GEF for each Executing
Agency. The scope of the Executing Agencies GEF pipelines and portfolios would be
clearly defined by Council, in order to meet specific business needs of the GEF agreed
upon through the srategic business plan process, and based on the comparative
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advantage of the agencies in areas where expertise and capacities may be lacking within
the exiding Implementing Agencies.

(© A darification by the Trustee of the financid accountability of the Executing Agenciesto
ensure that GEF funds accessed directly by the Executing Agencies are used in
accordance with the Instrument and the decisions of the Council.

42. OPS2 has recommended that while in generd the current roles and respongbilities during the
project cycle should be continued, the Secretariat should have arole in monitoring main strategic and
programmeatic gods during project implementation (see section below on Monitoring and Evauation) so
asto “provide opportunities for close partnerships in the evauation of projects, to dlow acollaborative
approach to the difficult task of gaining knowledge, sharing experience, and promoting learning between
dl the partners of the GEF.” At the same time, OPS2 concluded that there is scope for the Secretariat
to reduce itsinvolvement in detailed project reviews prior to work program entry and find project
approval.

43. Under these principles, the Secretariat review during project development should focus on
drategic matters relevant to the GEF, and the Implementing Agencies would be respongble for ensuring
that project proposals meet GEF review criteria

44.  With stronger GEF drategic planning and programming systems, it would be more cost-
effective for the Secretariat to focusiits reviews on project concepts prior to pipdine entry for
consstency with the Business Plan or agreed programmetic priorities, objectives and targets. As part of
the creative partnership approach, responshbility for review of project proposal prior to incluson in the
GEF work program should be shifted to the Implementing Agencies with the establishment of a
consstent way of recording their certification that projects submitted for work programs meet the
agreed project review criteria of the GEF. The Secretariat can then reprogram capacity to become
more involved in supporting partnership tasks during project implementation, particularly during sdective
mid-term reviews and evauations. These ideas are consstent with agreement reached during a GEF
senior management retreet of the GEF Secretariat and the Implementing Agencies held in June 2000.

Monitoring and Evaluation

45. OPS2 noted the centrality of Monitoring and Evauation towards enhancing the qudity and
results-based culture at the GEF. It noted that the M& E function needs to strengthen its dissemination
function and indtitutiona linkages in order to promote learning.

46.  The GEF monitoring and evauation team at the Secretariat operates principaly at the program
scale but uses selected project-scale evauations as case studies to inform program evaluaions. The
Implementing and Executing Agencies are responsible for project level monitoring and evauation.
Following recommendations of OPS2 it is proposed that the Monitoring and Evauation team at
Secretariat, including other gaff from the Secretariat, should aso have a gtrategic role during project

13



implementation by participating with the Implementing/Executing Agencies in mid-term reviews and
termina evauations of sdlected projects. Secretariat Saff participating in such reviews would focus on
issues related to the GEF project review criteria and the projects globa environmental objectives.
However, Secretariat staff would not be part of the task team with operationd respongbility for the
project, thereby respecting the primary role of the Implementing and Executing Agencies in project
management. The GEF M&E team is dso working to strengthen its working rlationship with the
Implementing Agencies evauation departments. Such arrangements, as OPS2 notes, “will have a
positive impact on the professond capacities of the GEF Secretariat Saff in interpreting programming
criteriaand providing strategic guidance on project concepts.”

47.  OPS2 has dso suggested that country operationd foca points provide participatory inputs to
the I A reporting to the M& E team on the annud project implementation review exercise.

Communications, Information Dissemination, Promotion of Accomplishments and
General Awareness

48.  The GEF Secretariat focuses on corporate-level avarenessraisng and uses asitsforathe
Conferences of the Parties to the globa environmenta agreements, internationa meetings, speeches by
the CEO, press releases and publications documenting GEF results and impacts. The Implementing
Agencies focus on outreach and information at the project-level. However, OPS2 visits have reveded
that the Implementing Agencies are often remiss in giving credit to the GEF for operationd
achievements. As aresult thereis poor vighility of the GEF, even on projects fully funded by it.

49, It is not easy to understand the GEF s gods, objectives, and operationa modalities, particularly
with respect to its important emphasis on globa environmenta benefits and incrementa cost financing.
Asthe scope of GEF expands, it isimperative that its main objectives be better understood in
government and in civil society — particularly among the NGOs and the private sector. The GEF needs
to become more adept a soreading its messages in eadly understandable information products well
beyond its present reliance on website services. To ensure a coordinated information and outreach
drategy, following OPS2 suggestion, the Secretariat should, in consultation with the Implementing
Agencies, develop and implement a comprehensive information and outreach strategy. In addition, a
clear understanding needs to be devel oped between the different entities of the GEF asto how
information about globa environmentd issues and the GEF will be disseminated during project
development and implementation. This could be achieved through the development of a clear palicy,
endorsed by the CEO and heads of the Implementing Agencies, for use in project documents, outreach
materid and various publications.

50.  The Secretariat will continue to take the primary responshility to develop ingtitution-wide
partnerships and relationships with the NGO community, the private sector, and other actorsin the
internationa and multilaterd system, as appropriate.
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[1l. THENEED TO SPECIFY THE AUTONOMOUSINSTITUTIONAL AUTHORITY OFTHE GEF
GEF Instrument and itsintention to establish an autonomous ingtitutional structure

51 The GEF was restructured in 1994 when Governments negotiated the Instrument for the
Establishment of the Restructured GEF. The restructuring took place in a manner which sought to
ensure the indtitutiond autonomy and efficiency of the GEF, taking into account the comparative
advantages of the indtitutions selected to assst GEF in carrying out its objectives. The restructuring was
achieved without setting up a new inditution with forma intergovernmenta status.

52. Rather, the Instrument provides for specific roles for the GEF Assembly, GEF Council, CEO,
and Secretariat, aswel asfor the Implementing Agencies and Trustee. In addition, the inter-rationship
of the entities was described.

53.  Theinter-rdationship st forth in the Instrument provides for a partnership amongst a broad
range of actors (the Implementing Agencies, Conventions, executing agencies, other internationa
environmenta bodies) with the Assembly, Council and Secretariat as autonomous bodies &t its center.
These latter three bodies, created by the Instrument, are key to ensure that the GEF fulfills its gods and
objectives. The autonomous arrangements provided for in the Instrument are consdered crucid to the
effectiveness of the GEF.

54.  Asprovided in the Instrument, the Assembly is an autonomous structure. It isrespongible for
reviewing the generd policies of the GEF, for reviewing and evauating the operation of the Facility, and
for approving on the basis of consensus, amendments to the Instrument on the basis of
recommendations by the Council.”

55.  The Coundil isdso an autonomous body on which al member states are represented through a
system of condtituency representation. The Council is provided with explicit decison making
respongbilities in the Instrument (paragraph 20) aimed a managing and overseeing the fulfillment of the
GEF s mandate as wdll as authority to “exercise such other operationa functions as may be gppropriate
to fulfill the purposes of the Facility.” Within the context of GEF activities, the CEO, the Implementing
Agencies, and the Trustee are accountable to the Council.

56.  The Secretariat services and reports to the Assembly and the Council. One of its principa
respongbilities is to implement effectively the decisions of the Assembly and the Council. The GEF
Secretariat is supported adminigtratively by the World Bank and operates in afunctiondly independent
manner. The World Bank’s privileges and immunities gpply to GEF gaff because dl GEF gaff are
Bank gtaff, appointed pursuant to appointment letters which accord them dl the rights, obligations,
privileges and immunities of Bank staff.

57. The Secretariat is headed by the CEO/Chairperson of the Facility. The CEO/Chairperson of
the Facility is gppointed by the Council on the joint recommendation of the Implementing Agencies, and
he/she reports to the Council. The Instrument provides that the CEO is responsible for the organization,
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gppointment and dismissal of Secretariat Saff. Explicit functions of the Secretariat areliged in
paragraph 21 of the Instrument, and in addition there is provison for “performing any other functions
assigned by the Council.”

58.  Thelngrument provides the GEF indtitutiona structure with authority to act which includes:

@ authority a the internd leve of the GEF for purposes of managing its decison making
process. Such authority includes adoption of the rules of procedure for the Council and
Assembly, the adoption of the corporate budget, and the gppointment and dismissa of
geff;

(b) authority to formulate policy and subgtantive obligations concerning the use of GEF
resources and the responghbility of the Council for responding to the guidance of
Conventions concerning policies, program priorities and digibility criterig;

(© authority to supervise the implementation of decisons, including the accountability of the
Implementing Agencies to the Council for their GEF-financed activities and the
Council’s responghility to monitor and evauate progress in the implementation of the
work program,

(d) authority to interact with others in the international system, including, where necessary,
the authority to erter into arangements with other organizations, such as the
conventions and executing agencies.

59.  The Council is assigned responghility for ingtructing the Secretariat in substantive metters, as
well asin procedurd questions (preparations of meeting, gpprova of policies and projects, contact with
other internationd organizations and conventions).

60.  TheWorld Bank serves asthe Trustee of the GEF Trust Fund, and in this capacity, it assumes
fiduciary responghilities for management of the assets and receipts which congtitute the Fund as
provided in Annex B of the Indrument. The privileges and immunities accorded to the World Bank
under its Articles of Agreement gpply to the property, assets, archives, income, operations and
transactions of the GEF Trust Fund because the Bank acts as Trustee of such fund.

61. Experience with the operations of the GEF since the adoption of the Instrument in 1994,
including the first evaluation and OPS2, have confirmed that the operations of the GEF continue to
improve. Nevertheless, as noted in the previous sections of this note, there is agreement that there are
areas Where greater clarification in the roles and authority of the different partnersin the GEF may help
the GEF to better achieveits objectives.

62.  Whilemany, if not dl, of the functions assumed by the Assembly, Council and Secretariat are
ather explicitly provided for or implied by the provisons of the Instrument, there have been ingtancesin
which issues have arisen as to the GEF Secretariat’ s authority to act on behaf of the Council and the
GEF. In addition, arrangements between the GEF Secretariat and the Implementing Agencies or
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Trustee have by-in-large been developed through practice and difficulties have sometimes ensued in
their implementation. Therefore, formdizing these arrangements would help bring greater darity,
trangparency, accountability and predictability to the efficient operations of the GEF.

63.  Thereisagreement that there are areas where clarity in the framework may help the GEF to
better achieveits objectives. These actions include the following:

@

(b)

(©

(d)
G

()

()

Strengthening the coordinating and collaborative role of the GEF Secretariat vis-a-vis
the Convention Secretariats as the GEF becomes the financid mechanism for new
conventions and protocols  This could help ensure a direct relationship between the
Conventions and the GEF, incuding concluson of arangements between ther
Secretariats and help clarify the autonomous role of the GEF and the GEF Secretariat.

Assging the GEF foca points in the countries to become more effective and exercisng
new functions to support the foca points and to ensure that GEF projects are consistent
with nationd priorities and the strategic business plan.

Providing a lead role in cregting an enabling environment kading to increased private
sector partnerships

Providing a greater focus to corporate level awarenessraising

Becoming a more active partner with the Implementing Agencdies in the evduation of
projects, focusing on dtrategic matters relevant to the GEF

Entering into agreements with the Implementing and executing agencies to specify the set
of tasks to be performed with the resources provided through the fee system for project
implementation. The fee sysem should be srengthened to provide for grester
accountability, transparency, and competition.” This could aso help darify the roles of
the Implementing Agencies, Executing Agencies, and Trustee S0 as to ensure decison
making at the appropriate governance level of the GEF, gppropriate accountability and
consistency in procedures

Strengthening the GEF monitoring and evaduation function to improve its information
disssmination and inditutiond linkages with the Implementing Agencies and operaiond
foca points with a view to strengthening drategic portfolio management and program
evauation.

2 The Council has beforeit for approval aproposal for areview of the fee-based system (Document GEF/C.18/9).
The findings and recommendations of the review and related decisions of the Council will be taken into account as
appropriate in any proposals to strengthen the fee-based system.

17



(h) Clarifying the role of the CEO in rdation to gppointment and dismissd of staff (including
consultants).

64.  While some of these actions may be addressed through adminigrative arrangements with the
Implementing Agencies and other mechanisms, some, in particular, entering into agreements and
arangements, are of such a nature that they may require amendment to the GEF Instrument.

65.  Two optionsfor dedling with the above mentioned issues are:

@ Utilizing and enhancing adminigtrative arrangements between the GEF Secretariat and
the World Bank, including instruments of delegation of authority, to ensure that thereis
complete darity enabling the GEF to more efficiently carry out the arrangements
referred to in the Instrument.

and/or

(b) Amendment of the Instrument: Amendmentsto paragraph 21 of the Instrument to be
proposed in accordance with paragraph 34° to specify the authority of the Secretariat,
and any necessary corresponding changes to other paragraphs of the Instrument.*

66.  The GEF Secretariat, in consultation with the Implementing Agencies, will prepare proposals for
review by the Council a its meeting in May 2002, taking into consideration Council’ s deliberations and
determinations with respect to this paper and OPS2.

Implications of proposed changes

67.  Thedirect implications and costs of clarifying the authority of the Council and the Secretariat to
exercise the independent authority as described above should be minima and will rely in large part on
agreement being reached between the World Bank and the GEF Secretariat based on the administrative
arrangements and/or amendments to the Instrument. Transaction costs for implementing these actions
are likely to be low, dthough some staff costs can be expected in the process of defining clearly the
terms of the GEF s authority (particularly the rules and regulations to be followed by the Bank’s Human
Resources and Generd Services in dealing with the GEF).

¥ Amendment of the Instrument would need to follow the procedures provided in the Instrument which

may be summarized asfollows: arecommendation of the Council to the Assembly specifying the proposed
amendments to the Instrument (taking into account the views of the Implementing Agencies and the
Trustee), approval of the amendments by consensus of the Assembly, adoption of the amendments by the
Implementing Agencies and the Trustee in accordance with their respective rules and procedural
requirements.

* For example, Paragraph 7 of Annex B of the Instrument provides, inter alia, that the Trustee, upon the request of
the Council, will, for the purposes of paragraph 27 of the Instrument, formalize the arrangements or agreements that
have been considered and approved by the Council with the Conferences of the Parties of the conventions referred
toin paragraph 6 of the Instrument. If the Secretariat is requested to assume this function through amendment of
paragraph 21, it would be necessary to delete this sentencd®om Annex B.



ANNEX A: LETTER FROM THE ADMINISTRATOR OF THE UNITED NATIONS DEVELOPMENT
PROGRAMME

14 November 2001

Dr. Mohamed EI-Ashry
Chairman and CEO

Globa Environment Facility
Washington, D.C

Dear Mohamed,

Y esterday morning's videoconference between Klaus, Shengman, you and myself on the paper
“Overdl Structure, Processes and Procedures of the GEF” was both informative and productive. We
appreciate that the GEF Secretariat had reflected our initid commentsin the previous draft. However,
as both Klaus and | noted, since revisons were being made rapidly, we needed to have our staff look at
thefina draft to ensure that our views were clearly understood.

Your final draft was received yesterday afternoon and has been reviewed. We were pleased to find
that several of our concerns have been met. There are, however, afew key issuesthat we need to
rase. We propose the following reformulation to the paragraphs below:

Para 6
The reference to the Africaregional meeting in preparation of WSSD should be deleted, since our
information is that the GEF was not specificdly criticized in their report.

Para9

In Section 9(a), in the firgt sentence mention should adso be made that GEF isthe financid
mechanism for Eastern Europe and CIS countries under the Montreal Protocol on the protection of the
globd ozone layer.

Para 13:
In the introductory sentence, change the words “meeting all the objectives’ to “meeting some of
the objectives”.
Déeetion of sub-para 13(b) since it dludesto issues that were not necessarily expected to be
addressed by the current business plan process, and since the new strategic approach proposed is
not specific on how these issues will be addressed.

Para 19 (moving the second part of the parainto the chapeau):

19. [terative process. The GEF Business Plan has been produced annually with athree-year

time horizon. It is proposed to retain thisrolling review because the annual iterations provide an
opportunity for adapting to changing circumstances. Council review and decisions would thus continue
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to shape medium-term planning. It is envisaged that when Council approves each year’ s business
plan, it will provide guidance on the strategic priorities and targets for the business plan period.
This forward-looking guidance will assist in country-level programming of GEF resources
through identified agencies. In addition, and in recognition of the fact that srategic programming isa
magor change, the business plan and its modalities will be discussed at three successive Council
mestings.

@ December 2001. The current paper, the results of the replenishment discussonson
Programming for Resources, and the Directions for the GEF Business Plan FY03-
FY05 are d| avalable for discussion;

(b) May 2002. The proposed GEF Business Plan FY03-FYO05 will be submitted to the
Council for discusson and gpproval a this meeting;

(© October 2002. The proposed GEF Business Plan FY04-FY06 will be submitted for
Council discusson and gpprova at this meeting thereby reverting to the usud practice of
submitting business plans annualy at the second regular Council meeting of each year.

Par as 32-33: proposed revised text

“32. ldentification of country priorities. In order to undertake the proposed strategic
programming, it isimportant for the GEF to understand the priorities of recipient countries for
global environmental issues and GEF assistance. National processes for determining such
priorities and for integrating such prioritiesinto sectoral development planning need to be
strengthened through multi-stakeholder involvement, with GEF focal points playing an
important role. National GEF focal points need to work closely with convention focal points
and to coordinate with national and sectoral development agencies to ensure that the views of
broader civil society are taken into account so as to secure full country ownership. The
Secretariat, working with the Implementing Agencies, has a clear role in coordinating GEF
assistance for this purpose. Consistent with OPS2 findings, such assistance should build upon
tools already devel oped by the GEF, such as the Country Dial ogue Workshops, the Focal Point
Support Program, and the focal points newsletter. The focus should concentrate on better and
mor e effective information services to empower the operational focal point in each country to
execute its tasks and maintain a dialogue with the Secretariat in partnership with the 1As and the
focal point regarding the GEF, its policies and procedures and how GEF may best assist
countries to respond to their national priorities, recognizing of course that the detailed
programming of such responses is the responsibility of the Implementing Agencies as part of
their regular country assistance dialogue.

33.  To help address this challenge more effectively, it is proposed that a small country
relations group be established within the Secretariat to coordinate and collaborate with the | As
in ongoing and planned activities to support the focal points as described above. The Secretariat
in cooperation with the | As would also organize sub-regional and regional meetings of focal
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points on a rotating basis, including training for improving the technical capacity of focal points.
The information gathered from these consultations and dial ogues would contribute to the
deliberations on national priority setting and to country programming.”

Par as 35-36: proposed revised text

35.  “Programmatic Approach. The GEF Programmatic Approach, undertakenin
partnership with country, and international partners, would provide phased and sustained
support for the implementation of a multi-year (medium to long-term) program that better
integrates global environmental objectivesinto national strategies and plans (e.g., biodiversity
strategy, sustainable energy plan, or a strategic action program for international waters). The
programmatic approach should work with and support the mainstreaming actions and
development policy dialogue that the Implementing Agencies have with their clients within the
context of their individual country-programming exercises, recognizing broader national and
sectoral development frameworks. OPS2 supports the GEF Strategy of piloting the
programmatic approach in a few selected countries, focusing on those where there are
significant portfolio and/or pipeline of GEF funded activities.”

36. " Given the nature of the programmatic approach, it is essential that the ongoing or
planned dial ogues between the | As (and where appropriate EAs) and country institutions in areas
relevant to the envisaged programmatic initiative are fully coordinated. As pointed out by
OP&2, the Secretariat has a lead role to play in safeguarding such coordination and in providing
policy oversight in the development of individual GEF programmatic approaches, including
advising on appropriate levels of financial commitments on behalf of the GEF. ThelAs,
according to their compar ative advantage and status and nature of ongoing country dialogues,
would be expected to carry out the dialogue with the client country on individual GEF
programmatic initiatives, consistent with GEF policy guidance and agreements on coordination
requirements within the GEF partnership. The Executing Agencies would be involved, as
necessary, for identified business needs on basis of compar ative advantage and experience.”

Para 50
Since paras 48 and 49 aready ded with communication, dissemination of information and genera
awareness, thereis no need for its repetition in para 50, which can therefore be del eted.

Par as 64-65: proposed revised text

64. “In order to achieve these actions, it isthe intent of the | As and the GEF Secretariat to
fully explore administrative means and arrangements as a solution. If administrative means
cannot serve to adequately achieve the necessary actions, a suggested next step can be to
consider amendment to the GEF Instrument.”

65.  Thus, thetwo possble options that may be utilized in the future to achieve the gods for amore
efficent, effective GEF are the following:
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@ Utilizing and enhancing adminigtrative arrangements between the GEF Secretariat and
the World Bank, including instruments of delegation of authority, including delegation
from the Bank as Trustee to the GEF Secretariat to ensure that there is complete
clarity enabling the GEF to more efficiently carry out the arrangements referred to in the
[ nstrument”

or, if not adequately addressed though administrative means,
(b) [asig).

New para 67

In the event a decision is taken to amend the GEF Instrument, the difference between technica
amendments of the Instrument (such as adding POPs) should be differentiated from amendments that
ded with management sructure. The former are rdaively smple and noncontroversid, the latter could
open up discussion on a host of issues where certain countries fed they would like to negotiate a * better
ded”. Inthe section titled “Implication of proposed changes’, it would be prudent to highlight some
of these issues.

General comment
A generd comment iswe dill fed that the significant accomplishments of the partnership have not yet
been aufficiently featured in this Note and without getting into detalled editing &t this stage, we
recommend the following changes in specific paragraphs.
In para 4, begin the second sentence with the following: “Enhancing the quality, efficiency and
effectiveness of the GEF Partnership is needed to address a number of the issuesraised....
In para 9(d), start the third sentence with: “The Partnership of the three 1 As (supplemented by
the seven Executing Agencies with specialized capacities) need....”
In para 39, add at the end of the parathe words “in coordination with the |AS”".

With the incorporation of the changes recommended above, the paper would have UNDP' s
support since it would present arange of options, which could assst the GEF Council in its
deliberations.

| believe that this interactive process has been extremely beneficid to helping develop a sound
and workable proposal.

Warm regards.
Yours sncerdly,

Mark Maloch-Brown
Adminigtrator, UNDP
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CC: Mr. Klaus Topfer, Executive Director, UNEP
Mr. Shengman Zhang, Managing Director, World Bank
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ANNEX B: LETTER AND ATTACHMENT FROM THE EXECUTIVE DIRECTOR OF THE UNITED NATIONS
ENVIRONMENT PROGRAMME

- - -
United Nations Environment Programme
Lol Baniall ao¥) gealn,y o BCAEFFEHE
PROGRAMME DES NATIONS UNIES POUR LENVIRONNEMENT + PROGRAMA DE LAS NACIONES UNIDAS PARA EL MEDIO AMBIENTE
NPOIrPAMMA OPFAHU3ALIMN OB bEOVHEHHBIX HALIMIA MO OKPY)KAIOLWEWR CPEQE

Our Reference: GEF 14 November 2001

Dear Mohammed,

The Note on the structure of the GEF is one of the most important policy documents since the
establishment in 1994 of the restructured GEF.

The videoconference meetings of the Heads of Agencies held on 13 November 2001, was
useful. Asindicated in my letter sent to you the same day, such a meeting will need to be convened on
amore regular basis.

The revised draft is indeed an improved version. However, | am afraid that my concerns, as
expressed during the meeting of the videoconference have not been incorporated. | would like
therefore to share with you, once again, my concerns.

Let mefirg of dl, reterate my full commitment to work closdy with you and the other Heads
of Agencies to equip the GEF to raise the challenges of its new phase and to be more responsive to
recipient needs as well asto donors expectations.

For the reason indicated to you, | am not in a position, without the concurrence of the UNEP
governing bodies to agree with the option of the revison of the Instrument contained in paragraphs 64,
65 and 67 on issues related to the role of the Secretariat.

The legd authority for the GEF Secretariat to act on behdf of the GEF family can be
addressed through appropriate delegation of authority from the World Bank to the CEO without
amending the Instrument. As indicated by Mark Mdlock Brown during the videoconference, amilar
delegation of authority is a common feature in the United Nations, including between UNEP and its
administered conventions.
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| have been very pleased to note that Sgnificant progress has been achieved on thisissue lately,
between you and senior management in the Bank. | will encourage you to continue your discusson
with the World Bank in order to find a mutualy agreed solution as soon as possible.

| will suggest that the outcomes of these discussions be reviewed a our next Heads of
Agencies meeting that we have agreed to convene in Washington during the second haf of January
2002. We will then assess collectively what the best course of action may be suggested to the Council
for the May 2002 meeting.

Accordingly, | will suggest that the option of revisng the Instrument be deleted. The revison of
the Instrument during the second Assembly in 2002 should be limited to the incorporation of POPs and
hopefully Land Degradation as a new focal area of the GEF.

If this proposd is not agreeable, | will suggest that the cover note indicates that the Executive
Director of UNEP is not in a position to support such an option as he is of the view that the issues
identified in Section 11l can be addressed through appropriate delegation of authority between the
World Bank and the CEO. The Executive Director of UNEP indicated that the option of amending the
Ingrument will require prior approvd of UNEPs Governing Council / Globd Minigerid
Environmentd Forum. The next Governing Council meeting / GMEF to be hdd in Cartagena,
Colombia on 11 — 13 February 2002 will provide the first opportunity to seek the advice of UNEP' s
gtate members that have endorsed the current Instrument in June 1994.

Asindicated to you, | believe that the Overadl Performance Study |1 has done a very good job.
Their recommendations are interrelated and should be approached in a comprehensive manner.

The OPS Il has documented that the partnership between the Bretton Woods ingtitutions and
the UN is key to the success of the GEF and its potentid has yet to be fully exploited.

The OPS 11 team recommended strengthening the role of the GEF Secretariat as well as giving
it legd authority in the context of the partnership between the three Implementing Agencies.

The overwheming mgority of the participants a the Edinburgh mesting on replenishment
strongly advocated the strengthening of the partnership between the three Implementing Agencies.

Accordingly any adjustment to the role of the Secretariat arising from the new developmentsin
the GEF and the chalenges of its next phase should be gpproached in the context of the current GEF
partnership between the three Implementing Agencies. Some of the paragraphs of the note regarding
the suggested role of the GEF Secretariat related to Business planning, country coordination for
programming and the programmatic approach would need to be redrafted accordingly. This applies
aso to the suggested role of the GEF Secretariat with NGOs and the private sector contained in
paragraph 50. Such arole should take into account the role of the Implementing Agencies as provided
in Article 22 of the Instrument.
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The suggested role for the GEF Secretariat on issues related to coordination between the GEF
operationd focal points and the nationa foca points of globd environmenta conventions dso raises
concerns.

The revised note al'so suggests new arrangements with the Implementing Agencies. Instead of
advocating new moddities, it may be necessry to fully implement the provisons of the existing
| nstrument.

As you are aware, Article 22 of the Ingrument cdls for an interagency agreement to be
concluded by the three Implementing Agencies on the principles of cooperation set forth in Annex D. It
seems to me that more than seven years after the adoption of the Instrument, the time has come to
congder preparing such an agreement.

Regarding country priorities, it isimportant to ensure that GEF interventions are in line with the
priorities of countries as reflected in their nationa Strategies and action plans prepared or under active
preparation through GEF support for asssting countries to implement their commitments under the
GEF related conventions. The country priorities as identified by countries through their relevant
environmental policy documents should drive GEF business and drategic planning. No reference is
made in this draft to such mgor policy documents financed by the GEF.

We need as afamily to provide adequate and urgent responses to country concerns regarding
the length and complexity of, and country driveness of, GEF operations. Therefore an agency driven
gpproach should be avoided in favour of the country-driven and bottom-up approach. It is our
understanding tha regiond, sub-regiond and globd projects are dso country-driven. The ecosystem
gpproach as wdl as transboundary collaboration is key to achieving the objectives of the GEF as well
asitsglobd conventions such as the Convention on Biologica Diversity.

The business planning is only one tool to achieve drategic impact. One additiond way to
ensure that the GEF responds to country prioritiesisto review the globa policy documents of the GEF
as well as the GEF Operational Programs The ten Operational Programs of the GEF were
adopted in 1996 before receiving the appropriate guidance from the COPs. Recently 4 additiond
operational programs have been added. There is a need to review this mgor policy document guiding
the operations of the GEF in order to promote an integrated approach, which will take into account the
guidance of the COPs as well as the evolution of the GEF. The document is slent on this important
issue.

Regardless of the outcomes of the third replenishment of the GEF, the financid resources will
not match the demands. There will be a huge financid gap between the levd of financid resources
available and the increased demands on the GEF arising from new areas of intervention and increased
requests from countries. This gap will continue to be, in the foresegble future, a permanent festure of
the GEF.
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This is a mgor development that requires the GEF family to review the way tha we do
business. In line with my comments, you will find attached concrete amendments to the suggested text.

Accordingly, there is a need to establish an inter-agency task force to review the current
pipdine with aview of contributing to strategic input.

This a0 requires that any proposa on the Structures of the GEF should take into account this
new development and avoid diverting scarce financial resources from operations to support
bureaucratic growth and ignoring existing capacity available with the GEF family.

Let us work together to ensure a strong replenishment which is a prerequisite for a coherent
gructure of the GEF in accordance with its Instrument as well as the new evolution of the GEF.

As indicated to you, there is a close relation between the on-going negotiation on Internationd
Environmental Governance carried out under UNEP s Minigterid Committee which will culminae a
the World Summit on Sustainable Development and the discussion on the structure of the GEF.

Let us aso work together to ensure that theses two processes are mutually supportive.

Y ours Sncerdly,

.. — B
Warss -

Klaus Topfer
Executive Director

Cc. Mr. James Wolfensohn
Fax: 1-202-477-6391

Mr. Shengman Zhang
Fax: 1-202-522-1640

Mr. Mark Mallock Brown
Fax: 1-212-9065-778
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November 13, 2001
INTRODUCTION

1 Ten years of experience since the establishment of the pilot phase of the GEF together with the
Third Replenishment of the GEF Trust Fund and the convening of the Second Assembly make it
opportune to assess GEF s impacts and results, strengths and weaknesses. With thisin mind, the
Council commissioned the Second Overdl Performance Study of the GEF (OPS2), an independent
evauation of the GEF. OPS2 includes the findings, conclusions, and recommendations of the
independent evaluation team. Thefirgt draft of the study’ s completed report was circulated to the GEF
family at the beginning of November and will be discussed a the Council Meeting in December 2001.

2. In anticipation of the draft report of OPS2, the Council at its meeting in May 2001 requested
“The Secretariat to prepare a paper for condderation at the next Council meeting, aswell as a the next
replenishment meeting, on the overall structure, processes and procedures of the GEF, taking into
congderation the findings and conclusons of OPS2.”

3. This note has been prepared in consultation with the Implementing Agencies and takesinto
congderation the finding and conclusons of OPS2. It aso takes into account the discussions at the
replenishment meeting held in Edinburgh, Scotland, in Odober 2001 on the “Initia Note by the CEO
on GEF Structure, Processes and Procedures’ and additiona input to the Secretariat by the World
Bank and the other Implementing Agencies on the initid note.

4, Over the last decade, the GEF, with the concerted efforts of its Implementing Agencies, has
made sgnificant impactsin the improvement of the globa environment as documented in OPS2. But a
number of concerns have aso been raised (responsivenessto its clients, operationd delays, confusion
over roles, cost-effectiveness, etc.), and new developments have arisen. These new developments
include:

@ A broader mandate for the GEF emanating from the guidance of the Conventions;

(b) New conventions and protocols have been concluded addressing globa environmenta
concerns which have requested the GEF to serve as their financiad mechanism (POPs)
or financidly promote their objectives (CCD);

(© Establishment of new convention funds thet the GEF is to manage; and

(d) Sgnificant growth in both the absorptive capacity of the countries and the ddivery
cgpacity of the Implementing Agencies and executing agencies.

5. With a decade of operationd and indtitutiona experience, and recognizing the ongoing concerns
and new chalengesfacing the GEF, it istimely to consder the next phasein the Fadility’ sinditutiond
evolution asit enters the second decade of its existence.
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6. It isworth noting that while OPS2 generally concludes that “the GEF has been able to produce
very sgnificant project results aimed at improving globa environmenta problems’ and that “the GEF is
moving in the right direction and therefore deserves continuing support for its operationa programs and
activities’, some of the findings of OPS2 echo concerns regarding GEF responsveness, dow
implementation and disbursement, cost effectiveness and country drivenness raised by the GEF Council
and developing countries at the Conferences of the Parties to the Conventions and in other fora. Such
concerns continue to be evident in recent decisions and declarations such as those of the seventh sesson
of the Conference of the Parties to the UNFCCC in November as well as the African Regiona
Preparatory Meeting for WSSD in October.

7. The scope, conclusions and recommendations of OPS2 are broad and overarching, and they
will require detailed consderation by the Council with aview to preparing a comprehensive response
drategy over the next few months for review by the GEF Assembly. It isfurther recognized that the
GEF Assambly, which will be meeting in October 2002, has the authority, on the recommendation of
the Council, to approve structural changes to the GEF and amendments to the Instrument.” This paper
therefore is focused on those issues arisng from OPS2 that may require such action by the Assembly.
It is expected that Council’s conclusions on any of these proposals will be integrated into its
comprehensve response to the OPS2 recommendations.

8. The note focuses on three areas in which the present indtitutiona and management arrangements
of the GEF may usefully evolve so as to improve the effectiveness, responsiveness, and efficiency of the
GEF. Part | of the note describes a new gpproach to strategic business planning aimed at maximizing
the impacts and results achieved through GEF-financed activitiesin light of Convention guidance,
country priorities, and available resources while providing greater predictability and trangparency to the
alocation of resources. Part |1 addresses the clarification of the roles of the respective partnersin the
GEF system with aview to streamlining processes and enhancing accountability, trangparency and
respongbility. Part 11 discusses the need to clearly specify the autonomous ingtitutiond authority of the
GEF and the independent authority of the GEF Council and Secretariat to act on behaf of the GEF.

l. STRENGTHENED OPERATIONAL ARRANGEMENTS-- STRATEGIC PROGRAMMING FOR
M AXIMIZING RESULTSAND IMPACTS

9. The ability to program effectively isvitd to GEF.

@ Strategic Targets. GEF is the financid mechanism of the Convention on Biologica
Diversity and the United Nations Convention on Climate Change, and is dso expected
to assume this role for the Stockholm Convention on Persstent Organic Pollutants.

® Paragraph 34 of the Instrument provides: “Amendment or termination of the present I nstrument may be approved
by consensus by the Assembly upon the recommendation of the Council, after taking into account the views of the
Implementing Agencies and the Trustee, and shall become effective after adoption by the Implementing Agencies
and Trustee in accordance with their respective rules and procedural requirement. This paragraph shall apply to the
amendment of any annex to this Instrument unless the annex concerned provides otherwise.”
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(®)

(©

(d)

GEF s ahility to meet the requirements of these conventions — and indeed to provide
effective support on any other globa environmenta issues such as land degradation —
clearly depends on its ability to program financid resources to maximize and sugtain the
results and impacts desired. In particular, GEF needs to be strategic and god oriented
while remaining flexible enough to program resources to meet the evolving needs of
those conventions and to program for synergies across the various conventions it serves.
Also, asafinancia mechanism, GEF is accountable to its donors and other stakeholders
to define in advance the outcomes it expects to achieve through programming the
financid resources that are mobilized for such purposes.

Geogr aphical Balance and National Priorities. At the globd level, GEF is expected
to program to ensure adequate geographica baance in order to address environmental
issues that are globa in nature and to be responsive to a country membership that is
universally open. At the country and regional levels, GEF is expected to respond to
nationd priorities, taking into account COP guidance.

Operational Efficiency. GEF should program resources in a predictable way to
enaure effective operationd planning and maximize the possihilities of maingreaming
operations, and to match balanced Work Programs againgt available resources.

Catalytic Action and Structured Learning. Asthe catdys for globd environmenta
action, GEF mugt program and coordinate different types of action -- in the proper
sequence and through a variety of agencies, including through inter-agency
collaboration. The programmed actions need to be sequenced first to demonstrate
innovative approaches, then to trandfer successful experience, and subsequently to
fecilitate replication by others. The partner agencies (principaly the three Implementing
Agencies, but supplemented by seven executing agencies with unique capacities) need
to play different but coordinated roles according to their comparative strengths —
whether these roles be in creating enabling environments, providing technica assstance,
investing in sustainable development, or in some other specidized area. As a learning-
based indtitution, GEF needs to program its support in a sequence that will maximize the
opportunities for structured learning -- through monitoring and evauation and feedback
into subsequent operations in the program.

Programming in GEF

Current Approach to GEF Business Planning

GEF s programming function has evolved in response to previous evauations of its performance

and to Council decisons. Up to 1996, the GEF Business Plan had been the synthesis of the business
plans of the three Implementing Agencies but in 1997, the GEF Business Plan was established on a set
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of principles that included having an integrated approach and a corporate identity. Currently the
planning cyde comprises the following:

@

(b)

(©

(d)

The annua preparation of Program Satus Reviews by the Secretariat in consultation
with the Implementing Agencies through the inter-agency task forces and based on a
knowledge of the portfolio through the Project Implementation Reviews and the
pipdine. The PSRs identify the status of implementation of the Operationa Programs,
including any gaps and issues, and help direct attention to under-programmed aregs.

The GEF Business Plan sets out the way in which impacts will be sought, country
ownership strengthened, agency commitment deepened, partnerships extended, and
operations made more efficient. The business plan projects (but does not program) the
level of resources in each Operationd Program or focd area over the following three
years.

The GEF Budget seeks Council approva for resources for the non-project operations
of the GEF entities for the first year of the business plan period (project implementation
costs being covered by fees).

Individua GEF entities devise their own work plans in accordance with the GEF
Business Plan and the GEF Budget.

11. Resources have been programmed by individua Implementing Agencies. In an attempt to
standardize programming and project entry into the Work Program, the Secretariat prepared project
review criteriain consultation with the Implementing Agenciesin 1998. An understanding was reached
a the May 1999 Council Mesting that the Secretariat would work with the Implementing Agencies and
executing agenciesto prepare a pipeine of GEF projects on aregular basis. From that time on, pipdine
information on any given proposa has been made available to Council at least one meeting prior to the
meseting at which the Work Program containing that proposal was to be discussed. It isimportant to
note that while the GEF Pipeline provided for the first time val uable advance information about projects
under preparation and an overall view of the GEF projects under preparation, it did not program
projects on a corporate GEF basis. Thisis because pipeline entry is based on individua project merit
according to the project digibility criteria, and not on overall Strategic or programmatic targets.

12. Programming on a GEF-wide basis has been done in avery limited way in response to specific
Council concerns -- for example, to sequence the approvals of solar-thermd projects, fud cdl bus
projects, and biosafety projects. In these cases, specific programming strategies were adopted to limit
gpproval to an initia group of demonstration projects with subsequent follow up to be determined later
on the basis of experience, evauation, and STAP advice as appropriate.

Drawbacks of the Current Approach to GEF Business Planning
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13.  Thecurrent programming gpproach is deficient in meeting al the objectives set out in paragraph
9, and these deficiencies are now apparent.

@

(b)

(©

(d)

GEF currently has no systematic way for setting strategic targets corresponding to the
program priorities established through convention guidance, or for ensuring that such
GEF-wide targets would be implemented operationdly. Yet this is necessary at the
GEF levd: it cannot be done individudly by each Implementing Agency, because no
sngle agency has the comparative advantage or the assstance strategy to cover dl the
requirements.

GEF currently has no systematic way of ensuring balanced geographica coverage. This
is particularly acute for the smdler and less developed countries. Similarly, GEF has no
way to ensure that the group of proposas submitted for review cover nationd priorities
in a balanced way, even granted that each such proposa is country-driven. Not every
high-priority proposal of a country to meet its globa environmental commitments fits
both the country assstance strategy and the comparative advantage of an Implementing
Agency. Asaresult, some countries believe that their GEF portfolios, while comprising
projects that are individualy endorsed, are not reflective of the baance of nationa
priorities. Several countries have requested the GEF to redress this Situation.

It is difficult to ensure predictable resource availability for the Implementing Agencies
and a the same time a baanced Work Program with overdl dlocations matched to
available resources. Beginning in November 2000, it has become necessary to phase
projects to meet financid condraints and for Implementing Agencies to delay project
funding requests. Excess demand for GEF resources has resulted from (i) increased
country absorptive capacity as a result of enabling and outreach activities and (i)
introduction of new GEF operationa programs. The excess demand coupled with the
unpredictability of total resource needs for any given Work Program, has generated
magor challenges. For the GEF, the chalenge is to develop balanced Work Programs
that match available resources when the totd alocation requested cannot be known
with certainty until the projects are actualy submitted for a Work Program. For the
Implementing Agencies, the chdlenge is then to manage country demand, pipeine
development, and maingtreaming GEF operations within congtrained and unpredictable
resources. The Overdl Performance Study Report noted that a reasonable degree of
predictability over the medium term future about the funding levd of GEF activities is
essentid to maintain and further develop the Implementing Agencies engagement with
the GEF.

As OPS2 points out, cross-learning needs to be strengthened and accelerated. The
GEF sysem could make dgnificant improvements in  recognizing success, and
accderating  replication and integrating the lessons in future business and draegic
planning.
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Proposal for strengthened GEF Business Planning

14. It is generally agreed that there is aneed for achange to a strategic gpproach in the way GEF
resources are programmed to meet the objectives in paragraph 9. Such a strategic approach should
take account of COP guidance, and national and regional priorities asidentified by countries
through their national action plans and communications adopted in accordance with their
commitmentsto GEF related legal agreements. It is proposed that integrated business planning be
undertaken & two levels. Thefirgt level would be for the Secretariat, in consultation with the
Implementing Agencies, to prepare the GEF Business Plan, containing strategic priorities and targets, for
Council’ s gpprova and guidance to the Secretariat and Implementing Agencies. The second level
would be for the Implementing Agencies to prepare individual operationa work plans consistent with
the business plan and its rategic priorities and targets.

15. Levd 1. GEF Busness Plan Specificaly, it is proposed that GEF program resources to meet
drategic priorities and targets. The principa shift in planning would be to strengthen the role of the
Council in gpproving three-year rolling programmatic business plans with clear Srategic priorities and
targets based on the needs of the GEF asidentified through portfolio gaps and innovative niches that
need to be explored, guidance of the Conventions, and country policy and programming discussions
coordinated by the GEF Secretariat in consultation with the | mplementing Agencies. The
Implementing Agencies will continue to pursue country-driven opportunities for such targets and to
work with countries to propose and manage projects according to the approved business needs. The
GEF Secretariat and Council would continue their respective roles of coordinating and approving the
work programs. Programmiatic indicators would be devel oped to track the ddlivery of the program
drategy and ensure the qudity of implementation.

16.  Such asystem should lead to increased overdl impacts of GEF activities over time, to increased
predictability of resource alocation within the system, and to better trangparency in programming. Itis
a0 to be expected that this strategic programming would over time lead to reduced costs of doing
business and increase the accountability of the Implementing Agencies for working with countries to
develop project proposals cons stent with the programmatic strategy and targets approved by the
Coundil.

17.  The Secretariat and the Implementing Agencies have begun to discuss the moddities for
drategic programming in the context of the business plan. Each year the Secretariat would prepare, as
it does now, the GEF Business Plan with athree-year planning horizon, in consultation with the
Implementing Agencies. However, the business plan would be strengthened in that it would now
propose overdl drategic priorities and targets for the GEF to meet in implementing convention guidance
and program the resources accordingly. Inputs to the business planning process would continue to
include the Program Status Reviews, the Project Performance Reports/ Project Implementation
Reviews, the GEF Pipdine, and the results of any discussions on programmatic approaches or nationd

Bl1l



priorities held with requesting countries. The business plan would be submitted for the congderation of

the GEF Council.

@ Important aspects of this strengthened business planning approach would include:

(b) Strategies for meeting target objectives, indicative dlocations of resources for identified
priorities, and the assgnment of Implementing Agencies to program such resources on
the basis of country-driven proposas, which will include as appropriate, regional
and global projects;

(© Country-leve programming undertaken by Implementing Agencies on the bass of the
country-driven proposds that are conggtent with nationd priorities as wel as the
drategies, target objectives, and indicative alocations of the GEF business plan;

(d) Prudentia reservation of unprogrammed resources for GEF to maintain the flexibility to
meet future convention guidance;

(e Approval by the GEF Council of objective criteria, based on business needs,
portfolio gaps and indtitutional comparative advantage, for areas where specific
executing agencies would be able to propose projects;

@ A drategy, based on areview of the GEF Pipeline, for managing the transtion from the
exiding pipeine with its implied commitments and excess demand, to the new drategic
approach;

(0) A baance between the top-down drategic approach to defining the program areas
needed to fulfill convention guidance and the bottom-up country driven approach
needed for developing projects within those program aress; and

(h) The opportunity for the Council to discuss broad policy issues.

18. Leve 2. Operationd Plans of the Implementing Agencies. Each 1A would Smultaneoudy

develop itsown individud three-year operationd plan to outline:

@
(b)
(©)
(d)

their implementation of the gpproved dtrategic priorities and targets,

proposed deliverables,

estimated resource requirements cons stent with agreed financid envelopes, and
any policy issues rdaing to the implementation of GEF-financed activities.

19. Iterative process. The GEF Business Plan has been produced annually with athree-year time

horizon. It is proposed to retain this rolling review because the annuad iterations provide an opportunity
for adapting to changing circumstances. Council review and decisions would thus continue to shape
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medium-term planning. In addition, and in recognition of the fact that Srategic programming isamgor
change, the business plan and its modalities will be discussed at three successive Council meetings:

(& December 2001. The current paper, the results of the replenishment
discussons on Programming for Resources, and the Directions for the GEF
Business Plan FYO3-FY05 are dl available for discussion;

(b) May 2002. The proposed GEF Business Plan FY03-FYO05 will be submitted
to the Council for discussion and gpprovad at this meeting;

(0 October 2002. The proposed GEF Business Plan FY04-FY06 will be
submitted for Council discusson and approva at this meeting thereby reverting
to the usud practice of submitting business plans annualy at the second regular
Council meeting of each year.

It is envisaged that when Council approves each year’s business plan, it will provide guidance on the
drategic priorities and targets for the business plan period. This forward-looking guidance will assg in
country-level programming of GEF resources through identified agencies.

20.  Suchanintegrated and iterative business planning process would lead to increased predictability
of resource dlocation for countries and through specific agencies, and to increased transparency in
programming. It would increase overdl impacts of GEF activities over time and increase the
accountability of the Implementing Agencies for working with countries to devel op project proposals
consigtent with the Strategic priorities and targets gpproved by the Council. The proposed business
planning process would provide a consultative and transparent gpproach to managing excess demand,
whichislikdy to be afundamenta feature of GEF s operations. This approach would also require the
Implementing Agencies to collaborate more closdy on pipeine development at dl leves (in a
headquarters and country leve). Indicative planning frameworks for resources should aso not be
consdered entitlements or rigid alocations (periodic Council reviews of such indicative envelopes might
be considered).

21. In conclusion, the recommended approach, emphasis would be placed on GEF s Council-
approved Business Plan, and the overall dtrategic targets which are needed to meet convention guidance
and nationd prioritiesin ageographicaly baanced way. This gpproach would be implemented through
|A operationd plans and country-driven activities programmed by the Implementing Agencieswithin
agreed financid envelopes and entered into the Pipeline and Work Program in the established way.

. CLARIFYING THE ROLESAND RESPONSIBILITIESOF THE GEF ENTITIES
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22. The GEFisamultilatera organizationa arrangement that embodies partnerships at different
levels and dimensions. The Assembly and the Council review and make palicies for the functioning of
GEF. Theimplementation of decisons are facilitated by the Secretariat in partnership with the three
Implementing Agencies-- UNDP, UNEP and the World Bank. The World Bank aso acts at the
Trustee to the GEF Trust Fund and provides adminisirative support to the Secretariat. A second level
of partnerships are being developed with Executing Agencies under the policy of expanded
opportunities. There are also partnerships with countries and the Convention Secretariats. Another
layer iswith the NGO community, private sector, and other organizations participating in GEF activities.

23.  Thelnterim Report of OPS2 has noted the success of the partnership between the three

| mplementing Agencies to date. As the GEF partnership has evolved and expanded, there may be a
need for clarification or re-dignment of roles and responshilities of the partnersin order to improve the
effidency and effectiveness of the GEF. In particular, it isimportant to consider how the GEF can
continue to build on the comparative advantage of the various entities that congtitute the partnership, and
be more responsive to recipients and donors. The need for strategic programming further makesthis
clarification imperative in order to make the GEF amore effective and results-based organization.

24.  Thedifferent GEF entities within the partnership collaborate to support the following functions of
the GEF: (i) Rdaionswith Conventions, (ii) Policy and Program Development and Implementation; (iii)
Monitoring and Evauation; and (iv) Communications, information dissemination, promotion of
accomplishments and awareness. A dlarification of roles and respongbilitiesis to be sought within the
context of execution of these functions.

Relationswith Conventions.

25. The OPS2 notesthe critical role played by the GEF as a multi-convention financing facility, and
concludes that the GEF has been responsive in operationdizing the Convention guidance asto the
eigibility requirements, policies and programs to be followed in asssting developing countries to
implement the Conventions. The Council and the Secretariat have the primary role for managing the
collaboration between the GEF and the Conventions. The Council is responsible for ensuring that GEF-
financed activities conform with Convention guidance, and it gpproves the regular reports of the GEF to
the Conventions. The GEF Secretariat is responsible for coordinating with the Convention Secretariats,
and for representing the GEF a meetings of the Conventions. The Secretariat proposes to the Council
how the guidance from the Conventions may best be incorporated into GEF policies, programs and
drategies. The Secretariat consults with the Implementing Agencies, STAP, and the appropriate
Convention Secretariat in preparing such proposals and other operationa guidance related to the GEF' s
role asfinancid mechanism of the Convention.

26. Inits proposals for increasing the collaboration and dia ogue between the country nationa focal
points and the GEF Secretariat, OPS 2 notes the importance of promoting country coordination amnong
the GEF focd point and the nationd foca points for the Conventions. The discussion below concerning
country coordination elaborates on how the GEF Secretariat and | mplementing Agencies can assst
the GEF focal pointsin this regard.
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Policy and Program Development and | mplementation.

27.  Thisfunction encompasses severd sub-areas such as development of operationa programs,
policies and criteria, country coordination, project preparation, and project implementation.

Operational programs and policies

28.  Asnoted, the Secretaria has primary responsibility for interpreting Cornvention guidance and
developing operationd programs, policies and criteria, in consultation with the Implementing Agencies
and STAP, prior to presentation for Council review and gpprova. Development of programs and
policies are usudly managed through inter-agency task forces, comprised of staff from the Secretariat
and the Implementing Agencies. OPS2 notes that these arrangements are working well, and remarked
that the proposed shifting of the STAP Secretariat to the UNEP regiond office in Washington D.C
should enhance the coordination between the GEF entities and the STAP Secretariat.

Country Coordination for Programming

29. OPS2 underscores the GEF operationd principle that its projects must be country driven and
based on nationa priorities designed to support sustainable development. OPS2 a'so points out that
more focus needs to be placed on sustainability of project benefits. The key to achieving thisisto
integrate globa environmental concernsin broader sectord development plans and related
environmenta management priorities of countries.

30. OPS2 notesthat to achieve this god, GEF needs to help further strengthen national coordination
through the operationa focd points. It also notes that while each of the Implementing Agencies has
important operationa contactsin each government, the GEF needs a strong centrd focal point in each
country that can ensure that GEF projects are properly coordinated within the framework of strategic
programming, fal within the priorities and policies of the Government, and receive the support needed
to achieve results that have pogtive globa environmental impact. OPS2 aso points out thet it is
necessary to develop an effective capacity a the nationd leve for the GEF foca point to exchange
information (especidly program results) with the nationa foca points of the Conventions which the GEF
issaving.

3L Strengthening nationd foca points and country coordination should serve three functions: (i)
identification of generd nationd priorities in countries through a multi- stakehol der process; (ii)
coordination in a country programmeatic exercise; and (iii) detailed country-level programming.

32. |dentification of country priorities. In order to undertake the proposed strategic programming it
isimportant for the GEF to understand priorities of recipient countries for globa environmenta issuesto
ensure that GEF-funded activities are in accordance with those priorities. Recognizing the growing
mandate of the GEF, it isdso important that the identification of prioritiesinclude a multi- stakehol der
process, and in particular, adidogue with the nationd focal points for the individua conventions served
by the GEF. To do this, and in accordance with OPS2 findings, it is proposed that the Secretariat
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assume a proactive role in working with the country foca points to enable them to fulfill their key
responghilities in facilitating country-level coordination, eaborating country priorities, and ensuring
country ownership, building upon tools dready developed by the GEF, such as the Country Didogue
Workshops and the foca points newdetter. Thiswill involve, as recommended by OPS2, the GEF
Secretaridt, in collaboration with the Implementing Agencies, providing much more and better focused
information services to empower the operationa foca point in each country to execute its tasks and
coordinating didogue with the foca point regarding the GEF, its policies and procedures and how it
may best assist countries to respond to their nationd priorities.

33. It is proposed to establish a country relations group and help desk within the Secretariat with
gaff whose main task is to ensure interaction with country foca points and to assst Council Members,
as requested, in working with their constituencies. The Secretariat in collabor ation with the

| mplementing Agencies would aso organize sub-regiona and regiond meetings of focd pointson a
rotating bad's, including training for improving the technica capacity of foca points.

34. In addition, given the positive response to the Country Dia ogue workshops received from
OPS2 and other quarters, it is proposed that the Secretariat, in collaboration with the Implementing
Agencies, hold regular country dial ogue workshops on arotating bas's .

35. Programmatic Approach. The GEF Programmatic Approach, undertaken in partnership with
the country, and international partners, would provide phased and sustained support for the
implementation of a multi-year (medium to long-term) program that better integrates globd
environmental objectivesinto nationd drategies and plans (e.g. biodiversity strategy, sustainable energy
plan, or agtrategic action program for internationd waters). OPS2 supports the GEF Strategy of
piloting the programmeatic gpproachin afew sdected countries, focusing on those where thereisa
ggnificant portfolio and/or pipdine of GEF-funded activities. An important point that OPS2 makesin
thisregard isthat it should not be pursued on a piece-med basis by each Implementing Agency, nor by
the GEF Secretariat done, but should involve dl key GEF partnersin ajoint exercise with the nationa
operationd foca point and other key stakeholders in the country and coordinated by the GEF
Secretariat.

36.  Sincea programmatic approach would be multi-year, involving multiple sectors, multiple
agencies, and multiple stakeholders, with phased commitments of resources from al the partners
involved, it isimportant, as OPS2 confirms, that the Secretariat play apivota coordinating rolein the
programmatic dialogue with the countries, in collaboration with the Implementing Agencies. The GEF
Secretariat would have an important coordination and policy oversight function in developing GEF
programmeatic approaches and in proposing commitments on behdf of the GEF, while the Implementing
Agencies would, according to their comparative advantage and country experience, be requested to
further aborate on the didogue with countries consistent with GEF guidance. Executing Agencies
would be involved, as necessary, for identified business needs on bas's of comparative advantage and
experience. The programmetic gpproach should work with and support the mainstreaming actions and
development policy diaogue that the Implementing Agencies have with their dients within the context of
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their individua country-programming exercises. It would also be placed in the context of broader
national and sectora development frameworks.

37. The results of establishing such programmeatic frameworksin selected countries will contribute to
the drategic business planning referred to the Part | of thisnote. The Implementing Agencies will have
primary respongbility for discussons with the country on the development of individua project
proposals and other means for implementing the agreed program.

38. Detailed Country-leve programming. Implementing Agencies should continue to have primary
responsibility for detailed programming at the country-leve leading to development of individua project
proposal s and other means for implementing the agreed program within the context of an agreed
programmetic gpproach or projects that fit into nationd priorities. The Implementing Agencies should
continue to develop the details of the GEF program within the context of their country assistance
frameworks and sector dtrategies, which would enhance mainstreaming of globa environmenta issues
within their respective agencies.

39. Executing Agencies should be called upon to provide services according to the additiond
business needs of the strategic business plan, taking into account their comparative advantage and
experience,_and in accordance with article 28 of the GEF Instrument.

Concept Development, Project Preparation and Implementation

40.  Thelmplementing Agencies and the Executing Agencies prepare and implement projects, while
the Secretariat reviews the concepts prior to entry into the pipeline and reviews project proposals prior
to submission to the Council for entry into the work program and approval. OPS2 noted the
commitment and motivation among gaff in the Implementing Agencies in developing projects to meet
GEF godsand objectives.

41. It is necessary to distinguish between the relaive roles and responsbilities of the Implementing
Agencies and those Executing Agencies covered by the Expanded Opportunities Policy. The following
directions are proposed in this regard:

@ The Implementing Agencies should continue to contribute in accor dance with
article 22 of the GEF Instrument to the development and review of GEF
operationa policy issues and partner with drategic programming by the
Secretariat, in addition to the project development and implementation roles that
they would share with the Executing Agencies. The Implementing Agencies
(and appropriate Executing Agencies) would aso partner with the Secretariat in
developing programmatic approaches in certain countries, and collaborating
with the Secretariat in various corporate GEF programs (such as Country
Diaogue Workshops and Foca Point Support at the country level)
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(b) An articulation of the areas of particular emphagsin the GEF for each Executing
Agency. The scope of the Executing Agencies GEF pipdines and portfolios
would be clearly defined by Council, in order to meet specific business needs of
the GEF agreed upon through the Strategic business plan process, and based on
the comparative advantage of the agencies in areas where expertise and
cgpacities may be lacking within the existing Implementing Agencies.

(© A daification by the Trustee of the financid accountability of the Executing
Agencies to ensure that GEF funds accessed directly by the Executing Agencies
are used in accordance with the Instrument and the decisions of the Council.

42.  OPS2 has recommended that while in genera the current roles and responsibilities during the
project cycle should be continued, the Secretariat should have arole in monitoring main strategic and
programmetic goas during project implementation (see section below on Monitoring and Evauation) so
asto “provide opportunities for close partnershipsin the evaduation of projects, to alow a collaborative
gpproach to the difficult task of gaining knowledge, sharing experience, and promoting learning between
al the partners of the GEF.” At the same time, OPS2 concluded that there is scope for the Secretariat
to reduceitsinvolvement in detailed project reviews prior to work program entry and final project
approval.

43. Under these principles, the Secretariat review during project development should focus on
drategic matters relevant to the GEF, and the Implementing Agencies would be responsible for ensuring
that project proposas meet GEF review criteria

44.  With stronger GEF grategic planning and programming systems, it would be more cost-
effective for the Secretariat to focus its reviews on project concepts prior to pipeline entry for
consstency with the Business Plan or agreed programmetic priorities, objectives and targets. As part of
the creetive partnership approach, responsbility for review of project proposal prior to inclusion in the
GEF work program should be shifted to the Implementing Agencies with the establishment of a
consstent way of recording their certification that projects submitted for work programs meet the
agreed project review criteriaof the GEF. The Secretariat can then reprogram capacity to become
more involved in supporting partnership tasks during project implementation, particularly during sdective
mid-term reviews and evauations. These ideas are consstent with agreement reached during a GEF
senior management retreet of the GEF Secretariat and the Implementing Agencies held in June 2000.

Monitoring and Evaluation

45, OPS2 noted the centrdity of Monitoring and Eva uation towards enhancing the qudity and
results-based culture a the GEF. It noted that the M& E function needs to strengthen its dissemination
function and ingtitutiond linkages in order to promote learning.

46.  The GEF monitoring and evauation team at the Secretariat operates principdly at the program
scale but uses selected project- scde evauations as case sudies to inform program evauations. The
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Implementing and Executing Agencies are responsible for project level monitoring and evauation.
Following recommendations of OPS2 it is proposed that the Monitoring and Eva uation team at
Secretariat, including other saff from the Secretariat, should aso have a gtrategic role during project
implementation by participating with the Implementing/Executing Agencies in mid-term reviews and
termind evduations of selected projects. Secretariat Saff participating in such reviews would focus on
issues related to the GEF project review criteria and the projects globa environmenta objectives.
However, Secretariat staff would not be part of the task team with operationd responsbility for the
project, thereby respecting the primary role of the Implementing and Executing Agenciesin project
management. The GEF M&E team is dso working to strengthen its working reationship with the
Implementing Agencies eval uation departments.  Such arrangements, as OPS2 notes, “will have a
pogitive impact on the professond capacities of the GEF Secretariat staff in interpreting programming
criteriaand providing strategic guidance on project concepts.”

47. OPS2 has a so suggested that country operationa foca points provide participatory inputsto
the I A reporting to the M& E team on the annud project implementation review exercise.

Communications, I nformation Dissemination, Promotion of Accomplishmentsand
General Awareness

48.  The GEF Secretariat focuses on corporate-level avareness raisng and uses asitsforathe
Conferences of the Parties to the global environmenta agreements, internationa meetings, speeches by
the CEO, press releases and publications documenting GEF results and impacts. The Implementing
Agencies focus on outreach and information at the project-level. However, OPS2 vidts have reveded
that the Implementing Agencies are often remissin giving credit to the GEF for operationd
achievements. As aresult there is poor vishility of the GEF, even on projects fully funded by it.

49, It is not easy to understand the GEF s god's, objectives, and operationd modalities, particularly
with respect to itsimportant emphass on globa environmenta benefits and incrementa cost financing.
Asthe scope of GEF expands, it isimperative that its main objectives be better understood in
government and in civil society — particularly among the NGOs and the private sector. The GEF needs
to become more adept at spreading its messages in easly understandable information products well
beyond its present reliance on website services. To ensure a coordinated information and outreach
drategy, following OPS2 suggestion, the Secretariat should, in consultation with the Implementing
Agencies, develop and implement a comprehensive information and outreach strategy. In addition, a
clear understanding needs to be devel oped between the different entities of the GEF as to how
information about globa environmenta issues and the GEF will be disseminated during project
development and implementation. This could be achieved through the development of a clear policy,
endorsed by the CEO and heads of the Implementing Agencies, for use in project documents, outreach
materia and various publications.

50. The Secretariat taking into account article 22 of the GEF | nstrument, will continue to teke
the primary responghility to develop inditution-wide partnerships and relationships with the NGO
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community, the private sector, and other actorsin the international and multilaterdl system, as
appropriate.

[1. THE NEED TO SPECIFY THE AUTONOMOUSINSTITUTIONAL AUTHORITY OF THE GEF

GEF Instrument and itsintention to establish an autonomous ingitutional structure

51.  The GEF was restructured in 1994 when Governments negotiated the I nstrument for the
Establishment of the Restructured GEF. The restructuring took place in a manner which sought to
ensure the inditutional autonomy and efficiency of the GEF, taking into account the compardtive
advantages of the Implementing Agenciesin meeting the global environmental objectivesfor
which the GEF was established The restructuring was achieved without setting up a new inditution
with formd intergovernmentd atus.

52. Rather, the Instrument provides for specific roles for the GEF Assembly, GEF Council, CEO,
and Secretariat, aswdl asfor the Implementing Agencies and Trustee. In addition, the inter-reationship
of the entities was described.

53.  Theinter-rdationship set forth in the Instrument providesfor a partnership amongst a broad
range of actors (the Implementing Agencies, Conventions, executing agencies, other internationa
environmenta bodies) with the Assembly, Council and Secretariat as autonomous bodies &t its center.
These latter three bodies, created by the Instrument, are key to ensure that the GEF fulfillsits gods and
objectives. The arrangements for functional independence of the Secretariat, provided for in the
Instrument are considered crucid to the effectiveness of the GEF.

54.  Asprovided in the Instrument, the Assembly is an autonomous Sructure . It isresponsible for
reviewing the generd policies of the GEF, for reviewing and evauating the operation of the Facility, and
for approving on the basis of consensus, amendments to the Instrument on the basis of
recommendations by the Council.”

55.  The Council isdso an autonomous body on which al member states are represented through a
system of congtituency representation. The Council is provided with explicit decison making
respongbilities in the Instrument (paragraph 20) amed a managing and overseeing the fulfillment of the
GEF s mandate as well as authority to “exercise such other operationa functions as may be gppropriate
to fulfill the purposes of the Facility.” Within the context of GEF activities, the CEO, the Implementing
Agencies, and the Trustee are accountable to the Council.

56.  The Secretariat services and reports to the Assembly and the Council. One of its principa
respongibilitiesis to implement effectively the decisions of the Assembly and the Council. The GEF
Secretariat is supported adminigtratively by the World Bank and operates in a functionaly independent
manner. The World Bank’s privileges and immunities apply to GEF saff because al GEF daff are
Bank staff, appointed pursuant to appointment letters which accord them dl the rights, obligations,
privileges and immunities of Bank Staff.
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57.  The Secretariat is headed by the CEO/Chairperson of the Facility. The CEO/Chairperson of
the Facility is gppointed by the Council on the joint recommendation of the Implementing Agencies, and
he/she reports to the Council. The Instrument provides that the CEO is responsible for the organization,
gppointment and dismissal of Secretariat gaff. Explicit functions of the Secretariat are listed in
paragraph 21 of the Ingrument, and in addition thereis provison for “performing any other functions
assigned by the Council.”

58.  Thelngrument provides the GEF indtitutiond structure with authority to act which includes:

@ authority at the internd level of the GEF for purposes of managing its decison
making process. Such authority includes adoption of the rules of procedure for
the Council and Assembly, the adoption of the corporate budget, and the
appointment and dismissd of S&ff;

(b) authority to formulate policy and substantive obligations concerning the use of
GEF resources and the responshility of the Council for responding to the
guidance of Conventions concerning policies, program priorities and digibility
criterig;

(© authority to supervise the implementation of decisons, incduding the
accountability of the Implementing Agencies to the Council for their GEF-
financed activities and the Council’s responshility to monitor and evauate
progress in the implementation of the work program;

(d) authority to interact with others in the internationd system, including, where
necessary, the authority to enter into arrangements with other organizations,
such as the conventions and executing agencies.

59.  The Council is assigned responghility for ingtructing the Secretariat in substantive metters, as
well asin procedura questions (preparations of meeting, approva of policies and projects, contact with
other internationa organizations and conventions).

60.  TheWorld Bank serves asthe Trustee of the GEF Trust Fund, and in this capacity, it assumes
fiduciary responshilities for management of the assets and recel pts which congtitute the Fund as
provided in Annex B of the Ingrument. The privileges and immunities accorded to the World Bank
under its Articles of Agreement gpply to the property, assets, archives, income, operations and
transactions of the GEF Trust Fund because the Bank acts as Trustee of such fund.

61. Experience with the operations of the GEF since the adoption of the Instrument in 1994,
including the first evaluation and OPS2, have confirmed that the operations of the GEF continue to
improve. Nevertheless, as noted in the previous sections of this note, there is agreement that there are
areas Where greater clarification in the roles and authority of the different partnersin the GEF may help
the GEF to better achieveits objectives.
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62.  Whilemany, if not dl, of the functions assumed by the Assembly, Council and Secretariat are
ether explicitly provided for or implied by the provisons of the Instrument, there have been ingancesin
which issues have arisen asto the GEF Secretariat’ s authority to act on behdf of the Council and the
GEF. In addition, arrangements between the GEF Secretariat and the Implementing Agencies or
Trustee have by-in-large been developed through practice and difficulties have sometimes ensued in
their implementation. Thereis ther efore an urgent need to conclude an interagency agreement
between the | mplementing Agencies as called for in article 22 of the GEF Instrument in order
to formdize arrangements that would help bring greeter clarity, transparency, accountability and
predictability to the efficient operations of the GEF.

63.  Thereisagreement that there are areas where clarity in the framework may help the GEF to
better achieve its objectives. These actions include the following:

@ Strengthening the coordinating and collaboretive role of the GEF Secretariat
vis-avis the Convention Secretariats as the GEF becomes the financid
mechanism for new conventions and protocols. This could help ensure a direct
relationship between the Conventions and the GEF, including concluson of
arrangements between their Secretariats and help clarify the autonomous role of
the GEF and the functional independence of the GEF Secretariat.

(b) Assgting the GEF focd points in the countries to become more effective and
exercisng new functions to support the foca points and to ensure that GEF
projects are consstent with nationd priorities and the strategic business plan.

(© Providing a lead role in cregting an enabling environment leading to increased
private sector partnerships

(d) Providing a greater focus to corporate level awarenessraising

(e Becoming a more active patner with the Implementing Agencies in the
evauation of projects, focusng on Strategic matters relevant to the GEF

® Reviewing the fee system, which may include, as appropriate, entering
into agreements with the Implementing to specify the set of tasks to be
performed with the resources provided through the fee system for project
implementation. The fee system should be strengthened to provide for grester
accountability, transparency, and competition.®

® The Council has beforeit for approval aproposal for areview of the fee-based system (Document GEF/C.18/9).
The findings and recommendations of the review and related decisions of the Council will be taken into account as
appropriate in any proposals to strengthen the fee-based system.
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()] Strengthening the GEF monitoring and evduation function to improve its
information dissemination and inditutiond linkages with the Implementing
Agencies and operationd focal points with a view to strengthening strategic
portfolio management and program evaluation.

(h Clarifying the role of the CEO in rdation to gppointment and dismissa of daff
(including conaultants).

All of these actions could be addr essed within the provisions of the GEF | nstrument, through
strengthened administrative arrangements betweenthe GEF Secretariat and the World Bank,
including instruments of delegation of authority, to ensure complete clarity regarding the
capacity of the GEF to mor e efficiently achieveits global mission. If this should prove not to
be possible, then other optionswill be presented to the May meeting of the GEF Council.
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ANNEX C: COMMENTSFROM THE VICE PRESIDENT OF THE WORLD BANK FOR ENVIRONMENTALLY
AND SOCIALLY SUSTAINABLE DEVELOPMENT

Dear Mohamed,

Thank you very much for the revised draft of the above-mentioned paper. We find the paper to
reflect excdlent progress in reaching a common understanding among the 1As and GEFSEC on the way
forward, and we appreciate GEFSEC's effort to respond to our earlier comments. There are some
points where | believe we collectively would benefit from greeter darity, taking aso into full account the
discussions a the Heads of Agencies Meeting yesterday and the Executive Coordinator's Meeting on
November 12. Please find attached, therefore, our proposed revisions (detalled in new text) , which
are focused on the following points:

Country coordination for programming (paras 32, 33, 35 and 36) -- to reflect aclear
digtinction between the coordination, facilitating and oversght functions of GEFSEC and the
operational and maingtreaming role of the IAs

Optionsfor addressing the functional independence of GEFSEC (par as 64-65) -- to
better emphasize the process for addressing the issues raised in the note.

Introductory Section. In addition, we aso find that the introduction, to be complete, would
benefit from a brief reference to the GEF as a partnership between the GEF Secretariat and the
Implementing and to the effectiveness of this partnership to date.

The attachment also sets out afew additiond points (with detailed proposed text) that serve to
srengthen the paper, including its "tone”’. These relate primarily to the business planning process,
monitoring and eva uation, executing agencies, and relationship between GEFSEC and the |As.

With these revisiors, the Bank believes the paper reflects the broad range of options that should
be brought to the GEF Council's attention.

Findly, we note that the OPS-2, whose finding and conclusons are cited as the basis of many
issues and options presented in the paper, is fill in adraft form and the Bank's management, therefore,
isyet to provide its forma response to the evaluation report. Also, the recommendations by the OPS-2
team have not yet been considered by the GEF Council. Hence, find determination on actionsto
improve the efficiency and effectiveness of the GEF will need to take into congderation the find
conclusions of the OPS-2 and Council's decisions on its recommendations.

lan
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Attachment:

Proposed Changesto GEFSEC draft dated November 13 on Overall Structure, Processesand
Procedures of the GEF

Key Points
1. Country Coordination for Programming

We propose the following revised text, which we hope will more clearly place these actionsin the
context of strengthening country level coordination and reflect the comparative advantage of GEFSEC
and the IAs. The added new text isshown initdics.

32. Identification of country priorities. In order to undertake the proposed Strategic programming it is
important for the GEF to understand priorities of recipient countries for global environmenta issues and
GEF assistance. National processes for determining such priorities, and for integrating such
prioritiesin sectoral development planning, need to be strengthened through multi-stakehol der
involvement, with the GEF Focal Point playing an important role. National GEF focal points
need to work closely with convention focal points, coordinate with the national and sectoral
development agencies, and ensure that the views of the broader civil society are taken into
account in an effort to secure full country ownership.

The Secretariat, working with the Implementing Agencies, has a clear rolein
coordinating GEF assistance for this purpose. Congstent with OPS2 findings, such assstance
should build upon tools dready developed by the GEF, such as the Country Diaogue workshops, the
Foca Point Support Program, and the focal points newdetter. Focuswill be on better information
sarvices to empower the operationa focal point in each country to execute its task and a didogue
between the Secretariat in partnership with the | As and the foca point regarding the GEF, its policies
and procedures and how GEF may best assst countries to respond to their national priorities,
recognizing of course that the programming of such responses is the responsibility of the
Implementing Agencies as part of their regular country assistance dialogue.

33.  Tohelp addressthis challenge more effectively, it is proposed that a small country relaions
group be established within the Secretariat to coordinate and collaborate with the |Asin ongoing
and planned activities to support the focal points as described above The Secretariat in
cooperation with the | As would aso organize sub-regiona and regiona mestings of focd pointson a
rotating bads, including training for improving the technicd capacity of focd points. The information
gathered from these consultations and dialogues would contribute to the deliberations on national
priority setting and to country programming.

35. Programmatic Approach. The GEF Programmatic Approach, undertaken in partnership with
the country, and international partners, would provide phased and sustained support for the
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implementation of a multi-year (medium to long term) program that better integrates globd
environmental objectivesinto nationd drategies and plans (e.g. biodiversity strategy, sustainable energy
plan, or agtrategic action program for internationa waters). The programmatic approach should work
with and support the maingreaming actions and development policy didogue that the Implementing
Agencies have with their dients within the context of their individua country-programming exercises,
recognizing broader national and sectoral development frameworks. OPS2 supports the GEF Strategy
of piloting the programmatic approach in afew sdected countries, focusing on those where there are
sgnificant portfolio and/or pipeline of GEF funded activities.

36.  Given this nature of the programmatic approach, it isessential that the ongoing or
planned dialogues between the 1As (and where appropriate EAs) and country clientsin areas
relevant to the envisaged programmatic initiative are fully coordinated and consistent with GEF
policies and strategies. Aspointed out by OPS2, the Secretariat has alead role to play in such
coordination and in providing policy oversght in the development of individua GEF programmetic
gpproaches, including advising on gppropriate levels of financid commitments on behaf of the GEF.
The | As, according to their compar ative advantage and the status and nature of ongoing country
dialogues, would be expected to carry out the dialogue with the client country on the individual
GEF programmatic initiative, with GEFSEC’ s involvement, and consistent with GEF policy
guidance and agreements on coor dination requirements within the GEF partnership. The
Executing agencies would be involved, as necessary, for identified business needs on basis of
comparative advantage and experience.

37.  Thereaults of establishing such programmetic frameworks in selected countries will contribute to
the strategic business planning referred to the Part | of this note. As discussed below, the Implementing
Agencies will have the primary responshbility for discussons with the country on the devel opment of
individua project proposals and other means for implementing the agreed program.

2. Optionsfor addressing the functional independence of GEFSEC

We suggest that it would be more accurate to title Section I11. “The Need to Specify the Functiona

I ndependence of the GEF Secretariat”, Snce the indtitutiona autonomy of the GEF Assembly and
Council are not at issue and no proposas are put forward with respect to the governing bodies of the
GEF.

Re. Para64 - 65 We agree that there are two options to address the issues raised and that they should
be brought to Council’ s attention. However, we believe that it would be helpful for the text to reflect
that we would firgt explore dl adminigrative means, and subsequently examine whether an
amendment(s) is necessary. Hence we propose that the current text in paras 64 and 65 are replaced by
the fallowing:

Para64 “In order to achieve these actions, it is the intent of the I1As and the GEF Secretariat to
fully explore, in partnership with the Trustee, administrative means and arrangements as a
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solution. |f administrative means cannot serve to adequately achieve the necessary actions, a
suggested next step can be to consider amendment to the GEF instrument”

Para 65. “Thus, the two possible options that may be utilized in the future to achieve the goals
for a more efficient, effective GEF are the following:

(CC) — [add after "delegation of authority”] "including delegation from the Bank as Trustee to the
GEF Secretariat”
"toensure......."

or, if not adequately addressed though administrative means
(b) [asig].

3. Introduction Section. We believe that the paper will benefit from areference to the unique
partner ship of the Bretton Woods and the United Nationsin the GEF, thefact that it has
wor ked (as concluded by OPS-2), and theintent to strengthen this partner ship.

We propose the following additiond text in anew paragraph 4 in the Introduction:

“ The GEF operates on the basis of collaboration and partner ship among the Implementing
Agencies. This partnership between UNDP, UNEP, the World Bank and a functionally
independent Secretariat relies on the existing administrative and operational capabilities of the
three Implementing Agencies and draws on their respective comparative advantage. This
structure has had two benefits: (a) it has contributed to progress in mainstreaming the global
environment in the countries’ and Implementing Agencies sectoral development and poverty
alleviation strategies; and (b) cost-effectiveness of delivering GEF operations by relying on the
Implementing Agencies global institutional presence, country relationships, operational
experience and administrative systems.. The proposals to improve the efficiency and
effectiveness of the GEF will seek to strengthen this unique partnership.”

Additional Points
(in chronologica order)

Para 4. Presentation of OPSfindings. We believe that the OPS-2 findings could be presented on a
more pogitive note in para 4, as follows (second sentence): “At the same time, OPS-2 has identified
areas for improvement in the GEF s performance. These include strengthening country capacity,
drategically managing excess demand, strengthening the ingtitutiona structure of the GEF, and enhancing
the GEF partnership.”
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Para 9b. Strategic Programming. Given that the GEF has made aforma commitment to ensuring
geographic balance as a primary determinant of programming, we have concerns about whether
ensuring adequate geographica balance isa practicad objective. It isdifficult to define and could be
divisvein Council. We propose the following revison:

“National Priorities. The GEF is expected to address environmental issues that are global in
nature and to be responsive to national priorities, taking into consideration adequate
geographical balance in programming.”

Para13b. Herewe havetwo proposds. Fird, the first sentence would be deleted for reasons set out
under 9 b and noting that the proposed business planning approach does not in fact address the issue of
geographica balance. Second, we find that responding to country prioritiesis primarily related to the
wesk national processes of determining such priorities. The issue is therefore one of how to strengthen
such processes, a matter which isfully covered in para. 32 —33 of Section 2. Hence we suggest 13 b
be omitted in its entirety.

In this context, the new business planning approach (ref. Para 17) would clearly result in country-driven,
GEF-€ligible proposas not being accepted into the GEF Pipeline. Thisimplication of the new process
ought to be clearly presented to Council.

Para 13 (c): Itisimportant to provide Council with afull picture of the factors that have resulted in
excess demand for GEF resources. In addition to the two factors mentioned, these include (1) country
and |A maingreaming resulting in arobust pipeine; (2) expanded opportunities for executing agencies,
and (3) arrears to the GEF Trust Fund.

Para 15-20: Business Planning Process

Para. 15 In order to ensure that the business planning is not top-down, but is aso balanced with
bottom-up country driven demand, we propose the following revision:

“The principa shift ... guidance of the Conventions, and country policy and programming dialogue, and
an asessment of demand through the Implementing Agencies.

Para19. lterative process. We propose the following shifting around of your drafted text and some
minor additions to emphasize the principle of timdy guidance by the Council on strategic priorities and
targets for the business planning preparation process.

“ The GEF Business Plan has been produced annudly with athree-year time horizon. It is proposed to
retain this rolling review because the annud iterations provide an opportunity for adapting to changing
circumstances. Council review and decisons would thus continue to shape medium-term planning.
Timely guidance by the Council on strategic priorities and targetsisimportant for an efficient
business planning process.
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It is envisaged therefore that when the Council gpproves each year’ s business plan, it will also provide
guidance on the gtrategic priorities and targets for the next business plan period. This forward-looking
guidance will help the Secretariat, working with the Implementing Agencies, in the detalled preparation
of the business plan and assst in country-level programming of GEF resources through identified
agencies.

In addition, and in recognition of the fact that strategic programming isamgor change, the first business
plans with this new focus and its moddities will be discussed a two successive Council meetings.

@ December 2001. The current paper, the results of the replenishment discussions on
Programming for Resources, and the Directions for the GEF Business Plan FY03-FY05 aredl
avalable for discussion;

(b) May 2002. The proposed GEF Business Plan FY03-FY05 will be submitted to the Coundil
for discusson and approva at this meeting;

The proposed GEF Business Plan FY04-FY06 will be submitted for Council discussion and approva
a this meeting thereby reverting to the usud practice of submitting business plans annudly at the second
regular Council meeting of each year”.

Para 39: Country Programming. Add at theend...... ”in coordination with the IAS’.
Para. 45— 46 Monitoring and Evaluation

Para46. We agree with the need for anew role of GEFSEC in M&E. However, we believe that it
would be appropriate and more cost- effective for the GEFSEC s role in the project implementation
phase of the GEF project cycle to be defined in the context of the corporate M& E work program and
exiging IA monitoring and quality assurance processes. Therefore, we propose the following revisonin
para 46:

“Following recommendations of OPS2, it is proposed that the Secretariat, in the context of the annua
Corporate M& E work program and the IAs existing portfolio management and quality assurance
processes, would participate in the IAYEAS mid term reviews and termind evauations.”

Similarly in para 44, we woud suggest that it read as“ The Secretariat ... to become moreinvolvedin a
drategic role in monitoring and evauation of GEF-specific objectivesin the project implementation
phase of the project cycle.”

Para. 62-63. We bdieve that it would me more accurate to reflect the fact that there are indeed some

forma commitments and reporting requirements in the GEF. Therefore we propose the following
revisonsto paras 62-63.
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Para 63. insert following sentence after the first sentence: The 1As and Trustee are bound by their
commitments under the Instrument including following GEF policies established by Council and
complying with standards set by GEFSEC. Neverthel ess, some aspects of the arrangements.......
(old text)

Para63 f. Suggest replace “ entering into agreements’ with “formalizing arrangements’.
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