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Recommended Council Decision
The Coundil, having reviewed GEF Business Plan FY03-FY05, GEF/C.19/10:

0] Approves the business plan, including the proposed strategic priorities
and the agency performance criteria, subject to comments made a the
meeting and to Council’s decisons concerning the Action Plan to
Implement the Recommendations of the Second Overall the Second
Overall Performance Sudy of the GEF and the Policy
Recommendations for the Third GEF Replenishment; and

(i) Requests the Secretariat, the Implementing Agencies, and the Executing
Agencies to take into account the business plan and Council’ s decisons
on other agendaitems in carrying out GEF activities.
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Acronyms
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Project Review Criteria (of the GEF)

Strategic Action Program (in internationa waters)
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Secretariat-Managed Project Review (of the GEF)

Transboundary diagnogtic andysis (in internationd waters)

United Nations Framework Convention on Climate Change

United Nations Industrid Development Organization

World Summit on Sustainable Deve opment (Johannesburg, Aug- Sept 2002)



INTRODUCTION

1.

3.

Over the business planning period FY 03-FY 05, asit implements its Operationd Strategy to
meet the chalengesto the globa environment, the GEF will strive to retain its pre-eminent placein the
globd environmenta and sustainable devel opment agenda and debate.

@

(b)

(©

By May 2002, donors hope to conclude the Third Replenishment of the GEF Trugt
Fund, which will empower GEF to play aleading role.

In late August and early September 2002, the World Summit on Sustainable
Devdopment and the renewd of the Earth Summit commitments will take place in
Johannesburg. GEF will be singularly prominent at the summit because of its mgor role
as a funding source, the synergies between Agenda 21 and GEF activities, the support
GEF gave the Secretaria of the Commission of Sustainable Development for preparing
the summit, the series of roundtables GEF sponsored in support of the summit’'s
objectives, and GEF's ability to respond decisvely -- within its own mandate -- to
reconfirmed commitments and new directions emerging out of the summit.

In October 2002, the Second GEF Assembly will convene in Ching, a which time
participants will have the opportunity to strengthen the role and structure of the GEF to
meet these expanding respongbilities.

GEF dready has a broader mandate. This emanated from:

@
(b)

(©

(d)

Guidance of the Conventions,

New conventions and protocols addressng globa environmenta concerns which have
requested the GEF to serve as their financid mechanism (in the case of the Stockholm
Convention on Perastent Organic Pollutants) or financialy promote their objectives (in
the case of the Convention on Combating Desertification);

Responghility to manage newly established funds of the UN Framework Convention on
Climate Change; and

Sgnificant growth in both the aosorptive capacity of the countries and the ddivery
cgpacity of the Implementing Agencies and Executing Agencies.

The business plan shows how these imminent challenges and new responsibilities are to be
addressed. To do so it wasfirst necessary to assess GEF s ten years of experience since the
establishment of its pilot phase — its impacts and results, its strengths and weaknesses. Therefore
Council had commissioned an independent Second Overal Performance Study of the GEF (OPS2).



Theindependent Second Overall Performance Study of the GEF

4, Over the last decade, the GEF, with the concerted efforts of its Implementing Agencies, has
meade sgnificant impactsin the improvement of the globa environment as documented in OPS2. But a
number of concerns have aso been raised (responsivenessto its clients, operationa delays, the need for
greater clarity on roles, cost-effectiveness, etc.). It is worth noting that while OPS2 generdly concludes
that “the GEF has been able to produce very sgnificant project results amed a 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 responsiveness, dow implementation and disbursement, cost effectiveness and
country drivenness raised by the GEF Council and developing countries a the Conferences of the
Parties to the conventions and in other forums. Such concerns continue to be evident in recent decisons
and declarations such as those of the seventh sesson of the Conference of the Parties to the UNFCCC
in November 2001 as well asthe African Regiona Preparatory Meeting for WSSD in October 2001.

Development of a GEF responseto OPS2

5. The scope, conclusions and recommendations of OPS2 are broad and overarching, and they
will require detailed congderation 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.*

6. In preparation for that, Council considered in December 2001 the document GEF/C.18/8,
Overall Structure, Processes and Procedures of the GEF, which Council had requested in May
2001. Council requested that it be revised in the light of Council comments and agreed that the response
would be provided on structure and on business planning. These responses build on an agreement
between senior saff of the Secretariat and the Implementing Agencies reached in February 19, 2002,
carifying the roles of the partnersin the GEF system in order to streamline processes and enhance
accountability, trangparency, and responsibility.

@ One response covers the legd or structurd changes needed for GEF to fulfill its
mandate, GEF/C.19/14, Proposed Amendments to the GEF Instrument. It focuses
on those issues arisng from OPS2 that may require such action by the Assembly. It
adso sets out the Steps needed to ensure the autonomous inditutiond authority of the
GEF and the independent authority of the GEF Council and Secretariat to act on behaf

! 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.”
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of the GEF. A companion document on roles is GEF/C.19/8 Clarifying the Roles and
Responsibilities of the GEF Entities.

(b) The other response is the GEF Business Plan FYO3-FY03. This coversthefirg three
years of the GEF-3 period. The business plan develops more fully the new approach:
programming according to agreed drategic priorities. This goproach will maximize the
impacts and results from GEF-financed activities in light of Convention guidance,
country priorities, and available resources while providing greater predictability and
trangparency to the allocation of resources.

The GEF Business Plan

7. The GEF Busness Plan isaralling three-year plan of operations for implementing the
Operational Strategy.” It is produced annually, and covers the activities of the GEF Secretariat and
the Monitoring & Evauation Unit, the three Implementing Agencies (UNDP, UNEP, and World Bank),
executing agencies acting under the policy of expanded opportunities (Executing Agencies), the
Scientific and Technica Advisory Pand (STAP), and the Trustee.

8. The business plan for FY 03-FY 05 responds to the recommendations of the Second Overall
Performance Study of the GEF (OPS2)? and the policy recommendations emerging from the
replenishment process.* The business plan will be revised in the light of Council decisions on those
recommendations. Both the recommendations of OPS2 and the level of resources likely to be
committed under GEF- 3 required changes to the principles under which business planning is done;
specificdly the earlier principle of “steady, stable growth” has been replaced by the concept of
programming according to strategic priorities which is set out in more detail in Section | below.”

0. The business plan uses a conservative estimate of financia resource availahility, a the lower end
of the range of resources that donors are discussing for the Third Replenishment (GEF-3). For planning
purposss, a financia scenario mid way between Scenario | and Scenario 11 has been adopted.  Under
this assumption, $2.75 billion of new resources would be available in the GEF-3 period. After dlowing
for corporate costs and some growth throughout the period, the amount currently programmable for
projectsin the business plan period (FY 03-FY 05, the firgt three years of the GEF-3 replenishment
period) is expected to be about $1.85 hillion. The programmed amounts will be adjusted when the
actua replenishment target has been agreed.

% Operational Strategy, Global Environment Facility, Washington, D.C. : February 1996

® Focusing on the Global Environment: The First Decade of the GEF — Second Overall Performance Study (OPS2).
Global Environment Facility, Washington, D.C. : January 2002

* Preliminary Action Plan and Timetable to Follow Up the Recommendations of the Second Overall Performance
Study of the GEF and the Policy Recommendations of the Third Replenishment, GEF/C.19/9.

® In December 2001, Council reviewed document GEF/C.18/8, Overall Structure, Processes, and Procedures of the
GEF, and agreed that the part concerning strategic programming for maximizing results and impacts be addressed in
this business plan.

® Programming of Resources for the Third GEF Replenishment, GEF/R.3/15/Add.1
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l. M AXIMIZING AND SUSTAINING | MPACT

10. Until now, GEF has programmed resources on the basis of 1A submissions of proposds that the
Secretariat had reviewed for digibility in accordance with the Project Review Criteria. Thisform of
programming now needs to be strengthened in order to encourage impact through catalytic action at the
programmatic level; to make optimum use of financial resources that are expected to become
increasingly scarce relative to the potentid demand; to target more sharply the convention priorities, and
to respond better to each country’s highest priorities.

11.  Cadytic action. Encouraging impact at the programmétic level by catdyzing action, follow-up,
and replication in alearning- based environment would strengthen the current practice. (Currently
impact is targeted mainly project-by-project, * through review criteria that require projects to describe
past lessons and to provide for future replication.) Asthe catalyst for globa environmental action, GEF
must program and coordinate different types of action -- through setting priorities, usng the strengths of
different agencies, and adopting a variety of collaborative arrangements. The partner agencies
(principaly the three Implementing Agencies, but supplemented by saven Executing Agencies with
specific 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 (see Section 111). As alearning-based
ingtitution, GEF needs to maximize the opportunities for structured learning -- through monitoring and
evaluation, feedback into subsequent operations, and by encouraging key stakeholdersto share
experiences at various stages of the project cycle.

12. Predictable allocation of scarce resources. The broadening mandate of the GEF and the
growing absorptive capacity of the countries and ddivery capacity of the Implementing Agenciesand
the Executing Agencies are resulting in ascarcity of financia resources. The demand for GEF resources
sgnificantly exceeds the financia resources available through the GEF Trugt Fund. Condraintsin
available resources necessitate further elaboration of globa funding priorities, in order to ensure the
cost-effectiveness of GEF ativities to maximize globa environmental benefits® GEF needs to program
resourcesin away that provides reasonable predictability for the involvement of GEF in the three-year
business-planning period. This has been accomplished at an aggregate levd in the four-year
replenishment planning exercise for various financia scenarios® and can be refined as the priorities are
further refined.

13.  Sharp targeting of convention priorities. Targeting convention priorities more sharply with
gopropriate dlocations, and baancing resource alocations among equally important convention
priorities would strengthen the current practice. (The current practice ensures cons stency with

" There have only been afew deliberate exercises already to program agroup of related activitiesin order to maximize
learning or impact — these exceptions being for fuel cell buses, solar-thermal power stations, a number of international
waters projects focused on particular water bodies, and the occasional programmatic approach at the country level.

® Operational Principle No. 3, Box 1.1, Operational Strategy

° Programming of Resour ces for the Third GEF Replenishment, GEF/R.3/15 Rev.1 and Inf.1
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convention priorities by requiring projects to accord with a GEF Operational Program that reflects
convention guidance) GEF isthe financid mechanism of the Convention on Biologica Diversity and the
United Nations Convention on Climate Change, and will function under the guidance of, and be
accountable to, the Conferences of the Parties.™® GEF is also expected to operate the financia
mechanism of the Stockholm Convention on Persstent Organic Pollutants. GEF s ability to meet the
requirements of these conventions — and indeed to provide effective support on any other globa
environmenta issues such asland degradation — clearly depends on its ability to focus financid
resources on these priorities sharply to maximize and sustain the impacts desired. GEF needsto 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,
asafinanciad mechanism, GEF is accountable to its donors and other stakeholders to define in advance
the outcomes it expects to achieve through programming the financia resources that are mohilized for
such purposes.

14. Responsiveness to nationd priorities. Targeting the highest nationd priorities more formaly
would strengthen current procedures. (Current procedures require that projects be endorsed by the
country operationa foca point.) GEF is expected to address environmenta issues that are globa in
nature while being responsive to the nationa priorities™ of its universaly open membership.

15.  To meet the chalenges above, it is proposed to adopt athree-year performance-based financd
planning framework comprisng:

@ Strategic priorities -- intended to maximize results and impacts on the ground and to
fulfill the misson of the GEF to achieve globa environmenta benefitsin its focad arees,

(b) Indicative financda commitments for each priority -- intended to provide reasonable
predictability for the involvement of the GEF over the three-year period,

(© Performance indicators and targets -- covering drategic relevance, programmétic
congstency, and expected outcome;

(d) Programming procedures.

16.  Theframework will be reviewed annudly in the context of the business plan to take into account
changes that may emerge from nationd priorities and convention guidance.

1% Operational Principle No. 1 ibid.
' Operational Principle No. 4, ibid.



A. Strategic Priorities
Identifying strategic priorities

17. Strategic priorities (see Annex A) have been proposed on the basis of Program priorities of the
Conventions (identified in guidance issued by Conferences of the Parties):

@ Nationd priorities (identified through Country Didogue and in nationd reports and
nationa communications); and

(b) Portfolio gaps and niches for innovation that need to be explored (identified in the
Program Status Reviews, the Project Performance Reporty Project Implementation
Reviews).

(© Updating and refining Strategic priorities.

18.  GEF will regularly update and darify prioritiesidentified by the globd environmenta conventions
by strengthening its dia ogue with the conventions based on results and outcomes achieved, lessons
learned, and other information emanating from the GEF monitoring and evauation activities. In

response to Recommendation 5 and Recommendation 6 of OPS2, the CEO will invite the Secretariats
of the Convention on Biologica Diversty, the United Nations Framework Convention on Climate
Change, and the Stockholm Convention on Persstent Organic Pollutants to

@ Collaborate in consolidating guidance on exigting priorities, and

(b) Fecilitate the preparation of policy documents that seek the guidance of the COPs on
new priorities. In this diaogue, the CEO will urge the need to adopt a cautious
gpproach to funding new rounds of enabling activities.

19. In response to Recommendation 1 of OPS2, the Interagency Task Forceswill be the main
vehicle for consultation among the Secretariat, the |As, and concerned EAs on the strategic priorities,
performance indicators and M& E feedback, and programming in accordance with the priorities. In
response to Recommendation 8, the Interagency Task Forces will examine the use of transboundary
diagnogtic andyses (TDAS) and other types of scientific analys's as the foundations for the strategic
priorities (May 2003). The Task Forces may aso wish to determine whether to include selected
eminent scientigs in their establishment and refining of Strategic priorities.

20.  The M&E unit will continue to assess Enabling Activities for their effectiveness in responding to
convention guidance and to country needs, including the use of nationd reports, nationd
communications, and nationd action programs within the strategic frameworks for a country’s nationd
sustainable development program and for GEF s programming and project preparation activities.

21. Under the Capacity Development Initiative, the overal capacity needs would be assessed. The
next report of the CDI will address the issue of rationaizing Enabling Activities (October 2002).
7



Rationalizing the Operational Programs

22. For the next business plan, the Secretariat and the Implementing Agencies will review the
experience of programming in thisway, and in the light of that experience consider any need for
rationdizing the number and objectives of the Operationa Programs. This review would be presented
in the GEF Business Plan FY04-FY06 (May 2003).

B. Indicative Financial Commitments

23. The indicative financid envelopes are shown in Annex B. Some resources are unprogrammed
to provide the flexibility needed to respond to future priorities of the conventions and for other digible
activities.

C. Performance Indicators and Targetsfor the Focal Areas

24.  The proposed performance indicators are given in Annex C. The culture of the GEF should
continue to emphasize qudity and results. Although the indicators are currently for the foca areas
overdl, they will be further refined for the pecific srategic priorities. Linking strategic prioritiesto
performance indicators will ensure that results and outcomes are monitored to measure progressin
meseting these priorities.

25. For subsequent replenishments, the outcomes for the forthcoming replenishment period will be
projected so that countries can better understand the impacts likely to be achieved with the resources
under congderation. The replenishment process will aso be informed of the results and impacts
achieved during the preceding replenishment period.

D. Programming Procedures

26. Programming according to strategic priorities differs procedurdly from current practice in
severd ways.

@ Focus on specific priorities. Priorities will evolve. In some cases, targeted research
may be needed to sharpen the scope of the Strategic priorities, and would be identified
corporately for this purpose in consultation with STAP and approved in accordance
with the agreed procedures.’? The Secretariat will review each new project concept to
ensure not only that it is digible according to the Project Review Criteria but thet it
addresses a drategic priority and that it can be accommodated within the indicative
financid envelope for that priority. The CEO will approve Medium Sized Projects on
thisbassaswall.

12 See para.19, GEF Project Cycle, GEF/C.16/Inf.7.



(b)

(©

(d)

Portfolio considerations. In addition to reviewing projects for ther individud GEF
igibility, it will also be necessary to take account of the overdl portfolio, i.e, to take
account of the representativeness of the portfolio, to fill gaps, and to avoid
duplication, and to ensure that projects are programmed to benefit from the “feedback
loop” of lessons from earlier projects in order to maximize learning and replication.
Projects would need to be designed to generate scientific, technical, and operationa
lessons in order to provide a sound basis for future replication. This requires specific
“replication” outputs that are additiona to the outputs needed merely to sudain the
project’s immediate environmentd benefits. These additiond outputs include scientific
and technical assessments, outreach and training materia, and specid documentation to
ad replication.™® Stocktaking, a monitoring and evauation function, would then be
needed to provide a comparative assessment of these demonstration projects and to
identify best practices so that a sound foundation can be laid for the future replication of
successful approaches.

Replication. Replication projects are those that facilitate the replication of the
successful approaches — these are not duplications of the origind but quditatively
different: trander of lessons, methods, and technology; targeted capacity building;
replication scoping studies; twinning arrangements etc.

Emphasis on capacity building. Cgpacity building will be essentid for both
sugtainability and replication. Capacity building projects, based on capacity sdf-needs
assessments and providing the groundwork in specific countries to assst replication of
successful approaches, will be based on nationd priorities. The GEF's focus on
capacity building will continue to grow, following the Council’ s decison in May 2001 on
Elements of Srategic Collaboration and a Framework for GEF Action for
Capacity Building for the Global Environment. On the basis of early results and
experiences from country sdf-assessments of needs (funded by GEF); further
consultations and feedback from the conventions, other bilatera and multilatera
organizations, other stakeholders, and the NGO community; and the outcome of the
World Summit on Sustainable Development, the Secretariat will prepare a revised
paper on long term GEF support for capacity building for Council’s consderation in
May 2003.

The Secretariat will program projects and activities in consultation with the partner agenciesin

order to increase the predictability of resources as much as possible. The Secretariat, on the basis of
information provided by the Trustee, will first propose (and periodicaly reviseif the financid dtuation so
requires) the levels of resource commitment for each scheduled Work Program in the business plan
period, and project the levels of approvals expected under expedited procedures. The partner agencies
will then review the concepts they have in the GEF Fipeline to identify (i) those that dready meet one or
other of the Strategic priorities; (i) those that could be modified during preparation to meet a strategic

B Thisisaready required in the Project Review Criteriaof the GEF Project Cycle.
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priority; and (iii) those thet, while il digible, are not priorities. Following such areview, they will then
propose operationa plans that would help meet the identified strategic priorities through concepts
aready in the pipeline or ones yet to be developed.

28.  The Secretariat will review the operationd plans of the agencies. In close consultation with the
|As and EAS, the Secretariat will then program and periodicdly update the submission of project
proposas according to strategic priorities over the business plan period, taking account of:

@ The expected resource request for each proposd;
(b) The expected completion date for the preparation phase of each proposd;
(© Any need to build in learning and feedback from other projects, and

(d) The indicaive financid envelope (over the business plan period) for that Strategic
priority.

29.  Thebusness plan period will be atrangtiona one in which the pipdine and work program will
focus ever more sharply on the Strategic priorities. Because the projectsin the pipeline for FY 03
submission arein avery advanced state of preparation, and have benefited from considerable country
didogue and maingreaming, there will be somewhat less opportunity to re-focus them than projects
scheduled for later years.

. STRENGTHENING COUNTRY OWNERSHIP AND COUNTRY LEVEL PERFORMANCE

30. Country ownership of GEF operations is essentid to achieving sustainable results, and continued
improvements in country level performanceisthe key to maximizing postive globa environmentd
impacts. GEF funds only those projects that country-driven and based on nationd priorities designed to
support sustainable development, asidentified in the context of national programs.** GEF projects
provide for consultation with, and participation as appropriate of, the beneficiaries and affected groups
of people.® All GEF programs should be integrated into national priorities, strategies, and programs for
sugtainable development, based on policies and plans for each focd areaiin order to highlight their globa
relevance and to link contributions to al aspects of nationd sustainable development.

31.  GEF speformance a the country level remainsthe key to its operationa successin meeting
drategic priorities. In recognition of this, GEF:

@ Provides support at the country level for coordination and development of capacity to
enhance project performance;

(b) Finances projects to address nationd priorities,

“ Operational principle No. 4, Box 1.1, Operational Strategy.
> Operational principle No. 7, ibid.
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(© Ensures that its projects meet country-level performance criteria for likely success and
involve a broad range of stakeholders; and

(d) Uses a variety of moddities to match the absorptive capacity of the widest range of
countries.

32.  Asareault, there has been a steady increase in country ownership, country absorptive capacity,
country level performance, and -- as a consequence -- country-driven demand for GEF funding.

Country leve capacity and coor dination

33.  Asrecommended by OPS2 (Recommendation 4), GEF will continue to support the capacity
development of operationd focd point structures and the national GEF coordinating structures. These
efforts promote ownership of GEF operations and help countries integrate GEF operations into national
priorities, strategies, and programs for sustainable development.'® The Secretariat plans, agrees, and
coordinates any Council-agpproved program of GEF support for political and/or nationd foca points,
while an | A through its country office would be responsble for delivering the support a country level.
Likewise, the Secretariat plans, agrees, and coordinates any Council-approved program for GEF
secretaria support for congtituency coordination meetings at the request of Council members. At the
regiond or condtituency leve, an | A through its country office would help organize the meetingsin
consultation with the political foca points concerned.

34.  Capacity building is essentid to achieving results and improving performance a the country
levd. GEF will continue to program capacity needs self- assessments and the resulting Enabling
Activities or capacity building projects needed to strengthen capacity at the country level (see Section
11.) Enabling Activities that GEF has financed with respect to the conventions on biodiversity, climate
change, and perdgstent organic pollutants result in nationa reports, communications, strategies, and
action plans. Thesein turn lay the groundwork for a consderation of the actions needed to fulfill
commitments to those conventions, including actions that are eigible for GEF support.

35. In continuing support in this area, GEF will take into account Recommendation 5 of OPS2 that
such activities must be assessed for their effectiveness in reponding to convention guidance and to
country needs. The next report to Council on the Capacity Development Initiative (CDI) will propose to
Council away of rationdizing and coordinating Enabling Activities and capacity building to achieve
effectiveness and efficiency. One step could be to implement relevant guidance from the various globa

18 The GEF Secretariat has organized a Good Practicesin Country Level Coordination Workshop in Senegal, June
2002, for operational focal points from Africa, and will hold other regionally based workshops of the same sort.
Participating countries at an earlier workshop held in March 2000 felt that the dissemination of good practice was
fundamental to improving country level coordination and requested the GEF Secretariat to organize more of thistype
of workshop. The reported experiences are being widely disseminated, including at the Country Dialogue
Workshops.
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environmentd conventions with the am of redizing synergies and to ensure that the lessons of GEF
evauations are taken into account.

36. OPS2 dso recommended that GEF Council explore the feasibility of each country reporting
directly to the gppropriate convention on the effectiveness and results of GEF s country-relevant
support for both enabling activities and projects. Recipient countries may wish to include in their
reporting to the Conventions information on the assistance they have received from the GEF and on the
impacts and results of such assstance.

Country drivenness

37.  Theoperaiond drategy requires that GEF-funded projects be country-driven and the Project
Review Criteria (PRC) therefore include indicators for this, such as: counterpart funding, reports
prepared for CBD and FCCC, completion of Enabling Activities funded by GEF, and experiencein
GEF project preparation. In the interest of cost-effectiveness, the PRC dso include criteriafor
coordination of any proposed project and the other activities of GEF Implementing Agencies and
Executing Agenciesin the country.

38.  To further strengthen country-drivenness:

@ Multi-country proposals will be used to address transborder ecosystems or watersheds,
or to share intra-regiona experiences as a way of srengthening country capacity.
Strong indicators of country-drivenness and commitment would be necessary in addition
to the endorsement of the individua countries concerned;

(b) Globd projects will be identified corporately to help address the GEF drategic
priorities, which in turn respond operationdly to the guidance of the conventions;

(© The GEF Secretariat and Implementing Agencies will develop a common interagency
approach on indicators to be used as practical guiddines for more systematic monitoring
of such activities and document best practices of stakeholder participation. This would
respond to Recommendation 9 of OPS2.

National priorities

39.  The country operationa focd point, with the help of the nationa coordinating structures:
identifies nationa priorities; ensures condstency with nationd priorities for conventions and coordination
with nationa focal points for the conventions; and ensures GEF projects conform to nationa priorities
and country strategies. GEF s own understanding of these nationa priorities comes from project
endorsements, country didogue, and nationd reports and communications.

Endor sements
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40. Country endorsements ensure that projects are nationd priorities, and so the PRC include the
minima requirement that the country endorse the project as a nationd priority.

Country dialogue

41.  Country didogueisthe key to strengthening and enriching the understanding by the Secretariat
and the agencies of each country’s retiond priorities.

42.  The GEF Secretariat coordinates a continued program of nationa, subregionad and regiond
diaogue workshops, and will chair an interagency Steering Committee for these workshops. UNDP,
acting through a strategic partnership, will organize these workshops at nationa level with a specific
nationd foca point, including the necessary multi- takeholder consultations. So far, dia ogue workshops
have taken placein, or have been scheduled for, more than fifty countries.

43.  All thelAswill continue their country consultations at the workshops and €lsewhere, on
maingreaming GEF operations within overdl country programming and on sector policies.

44, Diaogue workshops typically cover
@ Nationd strategies and priorities,

(b) Coordination between the different authorities in the country at nationa and locd leve -
- in paticular those who are dso the focd points for the Convention on Biologica
Diversity, United Nations Framework Convention on Climate Change, and Stockholm
Convention on Persstent Organic Pollutants,

(© Awareness a country level of the GEF -- including awareness of the Project Cycle,
drategic priorities, policies, and procedures,

(d) Dissemination of lessons learned; and

(e Country ownership of project idess -- including the cgpacity to involve key
stakeholders in the development of concepts and policies, and the creation of a
continuing relationship with the GEF.

National Reports, Communications, Strategies, and Action Plans

45.  Toimprove underganding of nationa priorities, the GEF and the Implementing Agencies will
continue to review the national reports made available by developing countries to the Convention on
Biologicd Diversity (CBD), the nationa communications made available by non- Annex | countriesto
the United Nations Framework Convention on Climate Change (UNFCCC), the Nationa
Implementation Plans under the Stockholm Convention on Persistent Organic Pollutants, the Biosafety
Frameworks, and land degradation strategies.

13



Country-level performance criteriafor project success

46.  TheProject Review Criteria include indicators of likely project success, including country
factors. Key criteriaa the country leve that are related to expected successful performance include:

@

(b)

(©

(d)

Sustainability (induding financid sugtainability) — a description of the approach to
ensuring continuation of project benefits after the completion of the project, including the
generation of revenue

Stakeholder involvement — a stakeholder participation plan to strengthen project
performance by engaging key stakeholders in project decison making, implementation,
and evauation, including the specia needs of vulnerable groups,

Incorporation of country lessons — a description of how the project design has
incorporated lessons from previous implementation experience in the country. The
Project Implementation Reviews and impact sudies often raise issues specific to
particular locaes or markets, and these are taken into account in reviewing project
proposas. In many countries there have now been severd GEF projects, so an
increasing proportion of new GEF project proposals address sectors for which there is
dready country experience (including experience documented in independent termina
evauations).

Cofinancing — appropriate baseline support from the country, including that financed
through devel opment assistance loans*’

47. By programming in accordance with strategic priorities related to globd environmenta
objectives (Section ), GEF would actudly create new opportunities for those countries that can provide
the cofinancing and make the commitments required to address the priority. For example, the strategic
priority for wind power creates specific country opportunities for countries that combine appropriate
wind regimes, country capacity, and industry and market environment. The Strategic priority for grid-
connected power does so for those with supportive sectord policies.

Raising country performance and absor ptive capacity

48.  The Secretariat will take the lead in establishing performance indicators related to expected
success of the project at the country level, including country ownership, replicability, sustainability,
public involvement, monitoring and evauation and co-financing. The Implementing Agencies will
continue, in their consultations with countries, to address these performance indicators rigoroudly.

'" See al so Cofinancing, GEF/C.19/Inf.8

14



Where aneed isidentified for capacity building, remova of policy barriers or strengthening of other
conditions that contribute to project success, such needs or barriers should be addressed firdt.

49. In addressing specific country needs, the Implementing Agencies will consult with the country on
the range of operationa tools and programming modalities that have been developed for ng GEF
assgtance with a view to using the most gppropriate tools to address the country needs and to enhance
performance and effectiveness a the country level. Such tools and moddities include: the smdl grants
program, enabling activities, medium sized projects, the programmatic gpproach, and strategic
partnerships.

50. GEF can use avariety of project types and nationd execution arrangements, and this flexibility
hel ps to raise country performance and absorptive capacity and to match GEF support to the
absorptive capacity 0 that the widest range of country circumstances can be accommodated. Projects

can vary by type:

@ Support to build an enabling environment and build capacity. This support
explicitly targets the cgpacity development needs of countries. Thiswill build on, among
other things, the country’s self-assessment of its capacity needs, which is funded under
the GEF Capacity Development Initiative. The GEF Secretariat and the Implementing
Agencies will give attention to the specid needs of the Least Developed Countries
(LDCs) and Smdl Idand Deveoping states (SIDs).

(b) Support for policy reform. GEF investment and technica assistance projects can help
countries improve sector peformance in aress related to globa environmenta
objectives. For example, some projects are designed to cregte dternative liveihoods
that are sustainable and some to remove bariers to the creation, opening, or
trandformation of sdf-sustaining markets. The barriers addressed may include the
unintended consequences of policies or the lack of capacity, technology, or information.
Once such bariers are removed, country performance and absorptive capacity
increase, and in some foca areas mgor investment can then be expected from the
private sector.

51. Project size may also be an important determinant of project success.

@ Small Grants The highly successful GEF Small Grants Program, currently operating in
60 countries, is an idea way to build performance of the smdler countries and those
without much previous experience with GEF. Consequently, this program would be
expanded to cover dl SIDs and LDCs, with an expangon of at least five countries per
year planned during the next three years.

(b) Medium Sze Projects MSPs dso provide an ided tool to provide funds expeditioudy
to countries that have limited GEF experience or limited absorptive capacity, and
provide a means of increasing country capacity to ded with globa environmenta issues.
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(© Full Sze Projects These are typicdly used to address mgor challenges and ddiver
key globa environmental benefits in dtuations where t is possble to implement larger
projects. In biodiversty and climate change foca areas, some of these projects may be
short-term measures to address immediate issues.

(d) Programmatic Approaches. Some countries propose to make the very substantia
commitments and investments that are needed to address mgor globd environmenta
issues. Through programmetic approaches, GEF will be able to provide commensurate
levels of support.

[11. DEEPENING AGENCY COMMITMENT AND PARTNERSHIP

52. The GEFisaninnovative and catdytic multilatera entity that embodies partnerships at different
levels and dimensions, facilitated by the GEF Council and Secretariat. GEF drives to maintain the cost-
effectiveness of its activities to maximize global environmenta benefits™® and will therefore build upon
the comparative strengths of these different partners and will streamlineitsinterna procedures for
engaging them. But GEF aso emphasizesits catdytic role and the leverage of additiona financing from
other sources.™ It will therefore urge its partners to maximize their cofinancing of GEF activities and
ther leverage of additiond resources, their mainstreaming of globa environmenta objectives into regular
work programs, and their continued collaboration with other potentid partners including (notably) the
private sector.

Compar ative Advantage

53.  The GEF Indrument recognized the key roles that the Implementing Agencieswould play in
their respective aress of competence, and identified the areas of particular enphasis® These
comparative advantages have evolved with experience.

54.  The Council dso expanded the opportunities for seven executing agencies to work with the
GEF. (The particular executing agencies that have been accepted by the Council to operate under the
policy of expanded opportunities are referred to as “ Executing Agencies”) The Executing Agencies
comprise the four mgjor regiona development banks (the African Development Bank, the Asan
Development Bank, the European Bank for Recongtruction and Development, and the Inter- American
Development Bank) and three specidized agencies (the Internationa Fund for Agricultural Devel opment
-- IFAD, the Food and Agriculture Organization of the United Nations -- FAO, and the United Nations
Industrial Development Organization-- UNIDO). The expanded opportunities created do not entall

any monopoly.

'8 Operational Principle No. 3. SeeBox 1.1, Operational Strategy.
9 Operational Principle No. 9, ibid.
? nstrument for the Establishment of the Restructured Global Environment Facility, Annex D.
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55.  These agencies have been granted, and will retain, expanded opportunities™ to work directly
with the GEF on the basis of criteria® covering the strategic match, capacity, and complementarity.
The cooperation isdriven by

@ An identified business need which the agency can fill by acting within its comparative
advantage;

(b) The capacity of the agency in areas of reevance to the GEF, which is assessed by --
among things -- previous successful GEF experience and a due diligence study; and

(© The potentid of the agency to build globa environmental concerns into its regular work
program and leverage commitments from its partners.

56.  The comparative advantages of the seven agencies with respect to current business needs are
briefly described in Table 1. The compardtive advantage of these agenciesin rlation to identified
business needs may change over time and will be kept under review. Thisis because business needs
will be affected by the evolution and maturation of the GEF portfolio and by the identification of gaps
and emerging program priorities.

57. Resources will be programmed by strategic priorities (see Section |). The Implementing
Agencies have the mgor role in programming such resources in conformity with the strategic priorities
and their own comparative advantage. The Executing Agencies would aso be cdled upon to identify
and implement projects within their comparative advantage provided such projects fill an identified
business need or where they mohilize sgnificant cofinancing.

Streamlining

58.  The Secretariat manages rlations with the Implementing Agencies and the Executing Agencies.
The Secretariat and the Implementing Agencies meet periodically to review the project cycle and
project processing procedures with aview to streamlining them consstent with the policies of the GEF.
In November 2000, Council approved a number of changes that had been so proposed,® and in May
2001 Council approved procedures to expedite the first tranche of GEF financing for PDF grants,
Enabling Activities, and Medium-Sized Projects.

59. Recognizing that improving the clarity in roles through specification of clear accountabilities and
respongbilities will greatly help streamlining, the CEO and senior gaff of the Implementing Agencies and
Secretariat met on February 19, 2002 to do so. They agreed on a number of operational clarifications

2 Other executing agencies, aswell as these EAs operating outside of the criteriafor direct access, may execute GEF
projects through an | A and for which an 1A remains accountable.

% Criteria for the Expansion of Opportunities for Executing Agencies. GEF/C.17/13, May 2001.

# Driving for Resultsin the GEF: Streamlining and Balancing Project Cycle Management. GEF/C.16/5. November
2000.
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concerning country coordination and programming, GEF policy and program devel opment,
programmatic approaches, monitoring & evauation, and communications and information dissemination.

Table 1: Compar ative Advantages

Agency Comparative Advantages

Implementing Agencies  Particular emphasis (see I nstrument)

UNDP Capacity building and technica assistance projects at the country or multi-
country levd.
UNEP Catayzing the deveopment of scientific and technicd andyssand

advancing environmental management on aregiond or globd bass, in
complementarity with UNEP s own programs.

World Bank Investment projects at the country or multi-country leve, mobilizing private
sector resources, and policy didogue and policy reformsin various
€conomic sectors.

Executing Agencies Compar ative advantage in relation to specific business needs
Regiona Deve opment Investment projects a the country or multi-country level and mobilizing
Banks private sector resources within their respective regions.

FAO Persgtent organic pollutants in the agriculture sector

IFAD Land degradation, with emphasis on smaler countries — such asthosein

Africa— through community- based natural resource management and
poverty aleviation and nationa execution arrangements.

UNIDO Persgtent organic pollutantsin the industria sector

Cofinancing and leverage

60.  Co-finandng and leverage are essentid to GEF efforts to have a sgnificant positive impact on
the globa environment, and the Implementing Agencies and Executing Agencies have akey
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respongbility in providing or generating the additiond resources. The GEF monitoring and evauation
unit, in collaboration with the Implementing Agencies, will establish specific indicators to measure
progress in maingtreaming and co-financing. The amount of redlized co-financing will be monitored and
compared to the amount of co-financing anticipated at the time of Council gpproval.

61. Cofinancing isimportant because it:
@ Expands the resources available to finance globd environmental objectives,

(b) Indicates the strength of the commitment of the Implementing Agencies and Executing
Agencies (aswell asthat of counterparts and beneficiaries); and

(© Provides alink to sustainable development, builds country and counterpart commitment,
promotes ownership, and secures shared accountability.

62.  Cofinancing datais recorded for each project at the time it is submitted for gpprova and is
described in the Operational Report on GEF Programs Cumulative cofinancing is reported to
Council in the Secretariat’ s cover notes to each Work Program. However, there have been anumber
of issues concerning the consstency of definition, reporting, and policy concerning cofinancing and the
Secretariat was requested in May 2001 to prepare a nhote on cofinancing, reviewing among other things
the cofinancing policies dready in place and highlighting the issues that need to be clarified or addressed.
The Second Overdl Performance Study of the GEF (OPS2) dso reviewed cofinancing and
recommended more rigorous criteria for cofinancing and for monitoring both cofinancing and the
leverage through replication.

63.  Cofinancing ratios will be consdered for use in conjunction with other factors to determine the
drategic priority of project proposas, and this should act as a strong incentive to dl parties. The
Implementing Agencies and the Secretariat are therefore devel oping common definitions and reporting
formats for cofinancing and leverage to facilitate trangparent comparisons and congstent reporting. This
reporting will be done a least annudly in the business plan.

64.  Thistrangparency will dso assgt the formulation and refinement of responses addressing the
following issues:

@ Adequacy of cofinancing and leverage. OPS2 describes the cofinance as “quite
modest” and recommends stronger project design criteria;

(b) Sability of commitment. OPS2 reports on the difference between planned and actud
cofinance, amatter which is borne out in recent project experience;

(© Monitoring of cofinancing and leverage. The amount of redized co-financing could
be monitored and compared to the amount of co-financing anticipated at the time of
Council approvd.
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(d) Strategic priorities. Cofinancing as a determinant of drategic priority of project
proposas and of commitments within programmetic approaches.

Mainstreaming and complementar ity

65.  Theinitid commitment of the Implementing Agenciesto the GEF had been in developing their
GEF activitiesin areas of ther indtitutional comparative advantage, as provided for in the Instrument.
The issue for the Implementing Agencies in the years since the restructuring in 1994 became one of
deepening those commitments by integrating their GEF activities into their regular work programs and
taking globa environmentd condderations into account in those programs. Progress on these issues has
been reported to Council by the Implementing Agencies. Given the magnitude of the resources required
for the globd environment, the Implementing Agencies and the Executing Agencies will need to continue
mainstreaming and deegpening their commitment to the GEF.

Partnership with the private sector

66.  The GEF works with countries to creste an enabling environment that will attract private sector
activities leading to globd environmenta benefits. Capacity building a the indtitutiondl and systemic
level will be important in this respect. The GEF will also seek to promote more extengve
communication with, and engagement of , the private sector with aview to harnessng maximum
resources to address global environmental concerns.

67.  The GEF Secretaria, in collaboration with the Implementing Agencies and Executing Agencies,
will develop anew dtrategy to engage the private sector better, taking into account previous practices
and policies® GEF, in preparing the strategy, will consult with private sector actors to identify
perceived congraints to working with the GEF. Clear operational guideineswould be daborated in
order to define the scope of GEF collaboration with private sector activities. The strategy would
address how project design and implementation can place greater emphasis on the development of an
enabling environment and market- oriented Strategies to enhance sustainability and replication. There
would be annua reporting to the Council on private sector engagement.

Report on Agency Commitment

68. In the previous business plan (for FY 02-FY 04) a number of indicators were established for
describing the degpening commitments of the Implementing Agencies. These will be usad for reporting in
the GEF Business Plan FY04-FY06. Note that the indicators are to facilitate common reporting, and
no targets have yet been established. Some of the indicators are quditative, and most indicators will
aso be progressively refined on the basis of experience. Targets will be established on the basis of
experience in May 2003.
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Table2: Agency Performance Criteria

Indicator Sour ce of M easurement or
Deter mination

Mohilization of resources
Indicators of commitment and adequacy of resources

Direct cofinance of GEF projects® Agency’s GEF portfolio
Leverage of additiond project funding for globa environmenta Agency’s GEF and regular
benefits and of relevant policy changes portfolio

Mainstreaming and partnership

Indicators of catalytic action

Replication of successful GEF projects; follow up to the Regular work program

recommendations and opportunities from GEF projects;
incorporation of globa environmenta priorities in non-GEF financed

activities

Adoption of policies incorporating globa environmental Published policies

considerations in their regular work program

Depth and diversity of collaboration with executing agencies, GEF portfolio

including NGOs

Extent to which agency focused on the use of ingtitutional Portfolio analysis, and stated
comparative advantage comparative advantage
Partnership with other Implementing Agencies or Executing Joint projects in the GEF portfolio;
Agencies PIR; Consultations

Institutional structure and capacity
Indicators of operational effectiveness and efficiency

Implementation performance PIR and other evaluation reports;
project and program indicators;
SMPRs

Provision of corporate services (IAs only)

Internd dissemination of GEF policies and procedures (e.g., Agency and Secretariat reports
through participation in GEF Familiarization Seminars, internd

training on GEF, or other support systems)

Program incentives and budgetary systems to promote GEF Budget system; internal alocation

activities and other globa environmenta action of GEF fees and corporate budget
alocations (if any)

% See previous paper on modalities Engaging the Private Sector in GEF Activities, GEF/C.13/Inf.5 May 1999 and the
paper Funds and Trust Funds, GEF/C.12/Inf.5 October 1998 addressing a number of issues raised by Council on the
use of funds.

% See Cofinancing GEF/C.19/Inf.8 for relevant definitions of cofinance and leverage related to essential baseline
support and global environmental objectives.
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V. M AINTAINING INSTITUTIONAL EFFECTIVENESS

69.  Asthefoundation for globa environmenta action and as anew modd for internationd
cooperation, GEF commits itsdlf to continuoudy improving the effectiveness and efficiency of itsown
organization, relationships, and operations. To maintain itsinditutiond effectiveness, GEF will
continuoudy improve:

@ Institutional efficiency by adjugting its dructure as necessary to meet evolving
chdlenges and mandates, by darifying roles and responshilities of the congtituent GEF
units, and by maintaining staff cgpacity commensurate with its roles and responghbilities,

(b) Financial efficiency by improving the application of the principle of incremental cost
financing, refining and applying the fee-based system, and managing the corporate
budget;

(© Operational efficiency by sreamlining its operations,

(d) Adaptive management by driving for results -- sysemaicdly monitoring and
evauating its operations and incorporating lessons into future operations, and

(e Partner responsiveness by sharing more data and information with its partners and
helping to coordinate financing.

I ngtitutional Efficiency

Sructure

70.  The Second Overall Performance Study (OPS2) recommended® that to support GEF's
evolution to aquality-oriented and results-oriented ingtitutional culture and to ensure that new demands
on the GEF are effectively addressed, the indtitutional structure of the GEF be strengthened and that,
towards this end, the GEF Council condder areview of options to strengthen GEF s indtitutiona
gructure, including providing it with a separate legd Satus. Senior saff of the Secretariat and the |As
met on February 19, 2002 and agreed on darified roles and responghilities of the GEF units. The
Secretariat, in consultation with the IAs and in the light of Council guidance on the issue, has prepared a
paper on the structure of GEF.?’

Capacity

% Recommendation 14 (Chapter 7), Report of the Second Overall Performance Study of the Global Environment
Facility

%" See Clarifying the Roles and Responsibilities of the GEF Entities, GEF/C.19/8; and Proposed Amendments to the
GEF Instrument, GEF/C.19/14
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71. OPS2 dso recommended that the GEF Council commit to strengthening the professond

resources and management capacities of the GEF Secretariat in the following key aress.

@

(b)

(©

(d)

Establishing a separate unit (Country Support Team) that possesses adequate regiond
knowledge, language capacity, and the competence to provide the nationa operationa
focd points, in close collaboration with the implementing agencies and the executing
agencies, with effective, prompt policy and procedura guidance;

Strengthening its capacity to develop and communicate operational modalities that can
effectively engage the private sector, including the recruitment of relevant private sector
expertise and arrangement of secondments from the implementing agencies/IFC or the
externd private sector;

Requesting a specid human resources planning exercise, including work programming
and budget implications, of the proposed and expanding functions of the GEF
Secretariat to give the GEF Council more precise recommendations regarding staffing
needs,

Contracting an externa management review of current management systems and future
management needs in the GEF Secretariat.

72.  Aninitid human resource planning exercise was commissoned. The recommendations of this
study are reported to this Council medting. 2

Financial Efficiency

Incremental cost

73. Essentid to the overdl financid efficiency of the GEF in obtaining globd environmentd benefits
isthe principle that GEF finances only the incremental cogts of an agreed activity. In response to the
findings of OPS2, % and in consultation with the Implementing Agencies and Executing Agendies, the

Secretariat will:
@ Deveop smpler guidance and communication for recipient country officids on the
determination of incrementa costs and globa environmentd benefits;
(b) Draft a framework for reaching agreement with countries on incrementa cost. Among

other things, such a framework would ascertain the involvement of beneficiaries and
appropriate cost sharing; and

% Capacity and Organizational Efficiency Study of the GEF Secretariat, Personnel Decisions International,

GEF/C.19/nf.5

 Recommendation 7, Chapter 6. op. cit.
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(© Asss the lAsand EAsto pilot this gpproach in afew countries (beginning June 2003).

The fee-based system

74.  Thefee-basad system is an important enhancement of the financid management of GEF. The
systemn took effect from July 1, 1999, replacing an earlier system of adminigtrative budget dlocations
that had to be negotiated annudly with each Implementing Agency for its management of the project
cyclefor a planned work program of GEF projects. The fee-based system represents an important
step forward by:

@ Providing appropriate incentives to agencies for the preparation and implementation of
GEF projects,

(b) Stabilizing overdl operating codts,
(© Reducing internd transaction codts;

(d) Establishing a common framework for the participation in the GEF of new agencies with
different costing and budgeting systems; and

(e Improving budget predictability.

75. In the implementation of the fee-based system, a flat-fee structure was developed on the
principle that an Implementing Agency would recover its project implementation costs by fully
accomplishing the planned numbers of each GEF project-type, in atypical annud work program. The
experience of gpplying this fee structure during FY 00 showed that the fee-based system can be further
strengthened by establishing and agreeing upon:

@ Definitions of appropriate standard project-types that would facilitete their definitive
categorization for fee agpplication purposes, teking into account that projects may
encompass investment and technica assstance dementsin varying combinations, and

(b) A more direct and relevant relationship between a project’ s grant, complexity, duration,
and its corresponding fee -- thus providing more appropriate sgnds for cost and
portfolio management.

76. In December 2001, the firm of Deloitte Touche was engaged to review independently the
experience of the fee system with the agencies and to recommend any changes that would further
enhance the fee-based system in line with its Stated objectives of transparency, smplicity and
objectivity, cost efficiency, and enhanced financid management effectiveness. The experience so far is
that the fee-based system has progressed towards these objectives. The findings and recommendations
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of the fee review are before Council.* The fee system will continue to evolve both to reflect operationd
experiencein theinitid phase of its gpplication and to further maximize the benefits that the sysem is
delivering.

Corporate services

77.  GEF units® now budget for their provision of corporate services (i.e., non-project direct).
Corporate budgets for GEF units are substantiated in terms of the corporate services required for
carrying out the overal policy agenda. The corporate services do not include any project or project
coordination cogts, asthese are covered by the fee system. The categories of corporate service, which
have been discussed extensively in previous Corporate Business Plans and Corporate Budget
documents, currently cover:

@ Indtitutional Relations (e.g., work with other indtitutions required for the GEF mandate);

(b) Policy and Progran Development and Coordination (eg., assstance through the
interagency task forces on the Program Status Reviews, inputs and consultation on
policy papers prepared for Council, and support for STAP; but not coordination of
agency GEF programs or mainstreaming);

(© Outreach/Knowledge Management/Externd  Rdations (eg., contributions to
coordinated GEF outreach a project workshops, exhibitions, meetings and other
opportunities; contributions to GEF publications);

(d) Management & Finance (eg., assgance with deveoping the fee sysem and
establishing the corporate aspects of the project-tracking and management information
systems of GEF; but not project management and coordination thet is covered by fees);

(e Monitoring & Evadudion (e.g., assstance with developing GEF indicators and on the
impact studies; but not individua project supervison and monitoring thet is covered by
fees).

Operational Efficiency

78.  OPS2 recommended™ that the GEF should manage ddivery of globa environmenta benefits by
initiing an inditution-wide shift from an gpprova culture to one that emphasizes quality and results. This
should be achieved through a partnership approach that expands the use of interagency task forces to
address program and policy issues and adopts broader teamwork practices to support project
implementation and evauation.

% Consultant’s Report on an Independent Review of the Fee-Based System, GEF/C.19/12
% The six organizational units are: the GEF Secretariat (including the M& E team), the three Implementing Agencies,
STAP, and the Trustee.
¥ Recommendation 1 (Chapter 7). op. cit.
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Streamlining the project cycle

79. On June 8 and 9, 2000, senior staff of the GEF and the Implementing Agencies met to decide
on, among other things, steps to streamline internal processing. Some of those decisions™ had been
implemented immediately, such as those on Implementing Agency accountakility for the quaity of
documentation for Work Program incluson and streamlined Secretariat reviews of PDF-B requests.
Coundil decisions affecting the GEF project cycle® were also consolidated,® and the Project Review
Criteria were updated and revised to reflect those decisions.

80. In continuing their work on streamlining the interna procedures of the project cycle, the
Secretariat and the |As will dso specificaly work on waysto delegate initid technical reviews according
to the agreed Project Review Criteria to the proposing agencies. In accordance with an earlier
understanding of the Council (see discusson on Agenda Item 8, Joint Summary, Council Meeting May
9-11, 2001), these technical reviews would be reported in accordance with a uniform project format
that would provide information on matters of concern to Council as away of streamlining the project
documentation to be reviewed.

81. Further updating of the GEF Project Cycle paper and the associated Project Review Criteria
will be needed to incorporate the relevant Council decisions and understandings since June 2000 --
including any decisions taken in response to the recommendations of OPS2 -- and to incorporate
additiond streamlining of theinternd procedures. The results of thiswork will be submitted to Council
in May 2003.

Country best practices

82. Recipient countries are dso invited to consider the best practicesin country coordination that
are reported by countriesin regiona workshops for that purpose.

Adaptive Management

¥ See Driving for Resultsin the GEF: Streamlining and Balancing Project Cycle Management, GEF/C.16/5.

¥ The GEF Project Cycle paper was redrafted to incorporate all the understandings and Council decisions between
the date of itsoriginal publication and the date of that revision. Those decisions and understandings concerned the
Operational Strategy, the Project Preparation and Development Facility, Medium-Sized Projects including the recently
revised limits to delegated authority, targeted research, the role of GEFOP, the GEF Pipeline, the selective delegation
of thereview prior to CEO endorsement, the expansion of opportunities for selected executing agencies, and country
involvement in incremental cost negotiations.

® GEF Project Cycle, GEF/C.16/Inf.7. Thisupdating isin accordance with Council’ s agreement, when approving the

project cyclein 1995, “that the project cycle should be updated as necessary by the Secretariat to reflect any
additional policies approved by the Council.”
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83.  GEFisalearning-based indtitution: its operationa principlesrequireit to ensure that its
programs and projects are monitored and evaluated on aregular basis, to maintain sufficient flexibility to
respond to experience gained from monitoring and evaluation, and to emphasize its cataytic role.®

84. Over the business plan period, the M& E unit will focus on

@

(b)

(©

(d)

(€

Evaluations and impact studies, to support and feed into the independent Third
Overdl Performance Study of GEF;

Soecial studies to provide advice to management on a range of key issues such as
privatle sector modalities, cofinancing and leverage, financing ingruments for
biodiversity, the functioning of the NGO network, processing of MSPs, and the human
impacts of projects. In particular, The M&E unit will review the current private sector
approaches (December 2002). In consultation with the IAs and EAs and with private
sector actors, the Secretariat will identify percelved congraints to the private sector
working with the GEF and prepare a new drategy to better engage the private sector,
taking into account previous evauated practices and policies (May 2003);

Project Implementation Reviews complemented by the Secretariat-Managed Project
Reviews in coordination with 1As and EASs, to support the shift from an gpprovals
culture to one based on quality of implementation and output;

Knowledge management systems, to disseminate findings and to provide forma
feedback to the programming process. Evauation findings will become part of aformd
“feedback loop” that will help Interagency Task Forces program project proposas to
best address srategic priorities (July 2002) and in-country project officers and field
daff to share fidd experience; and

Monitoring and evaluation systems, including indicators for the Srategic priorities
within the focd areas and M& E standards and guidelines for the agencies.

Responsivenessto Partners

85. GEFisabald internationa experiment. Its unique structure and the diverse, open, and
transparent partnerships that it is pioneering require many new management techniques. Modern
information (particularly welb-based) technologies can underpin this structure and these partnershipsin
ways never before possible, and it is now absolutely vitd for GEF to develop and integrate its
information systemsin such away asto support its partners, globad mandate, unique internationd
dtructure, and specific Srategic priorities.

Outreach and Communications

% See Box 1.1, Operational Strategy, p.2. Operational principles 10, 5, and 9 respectively.
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86.  The Second GEF Assembly (October 2002) and support for the World Summit on Sustainable
Devel opment (September 2002) and the series of roundtables that feed into both, have generated
consderable demands for outreach and communication services. In the period after these events, the
broad thrust of outreach and communication strategy will focus on information in support of

@

(b)

(©

(d)

(€

Countries (eg., materia prepared for Country Didogue Workshops and materia
supplied to country foca points to assst national and congtituency coordination efforts);

Conventions and other forums of international cooperation (e.g., displays and other
information on GEF);

Programming and field staff, by providing feedback on lessons learned through the
M&E efforts, including good practice materid and summaries of focd area and cross-

cutting portfolios;

Partner agencies (e.g., holding two GEF Staff Familiarization Workshops per year for
new gaff in GEF unitsand EAS,

Other stakeholders (eg., locd communities, non-government organizations, the private
sector, and academic indtitutions) through informeation sharing and collaboration.

87.  Two continuing corporate themes will be:

@

(b)

Rationalization. Rationdization of the GEF outreach materid -- induding that of IAS,
EAs, STAP, M&E and the Secretariat. 1t was agreed by senior staff of the Secretariat
and IAs a a meseting on February 19, 2002, that the Secretariat would now take the
lead in promoting GEF awareness and vishility; undertaking outreach for convention
meetings, NGOs, private sector; and managing GEF-wide relationships with NGOs, the
private sector, bilatera development cooperation agencies etc. The IAs and EAswould
retain the lead in disseminating project level information, including lessons learned.

Acknowledgment. Preparation of clear guiddines to gan more condgtent
acknowledgement of GEF financing in project activities. These would be incorporated
in the effort to identify implementation tasks and establish service norms.

Coordination of Financing for Global Environmental Projects

88.  GEF will facilitate a coordinated gpproach to financing globa environmenta protection. As
described earlier, it will do this by strengthening cofinancing of its own projects and working on
programmeatic approaches where countries are willing to make such commitments. But it will dso hdp
coordinate financing by providing its member countries, clients, externd partners, and other interested
stakeholders with an easy, unified way to access operationd and financia data on globa environmenta
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activities. By making environment-related portfolio and project data much more readily available and
accessible, thisinformation management srategy will help

@ Identify opportunities for project and programmatic collaboration, cooperation, and
cofinancing;

(b) Provide input for investment planning in environment protection; and
(© Facilitate financid and portfolio research and didogue on globa environmental issues.

89. By FY 02, the GEF had dready established the Project Management Information System, which
provides access to GEF project-related information and data through the GEF s website
(http://www.gefweb.org). GEF then started to work with the convention secretariats and devel opment
agencies to coordinate databases and information dissemination strategies. GEF has dso identified
additiond partners and their mutua interests and benefits through workshops on information sharing. In
the FY 03-FY 05 Business Plan period, GEF will complete the development and implementation of an
information management sirategy, in consultation and collaboration with the Convention Secretariats and
development agencies. In particular, information on concepts in the GEF Pipdine, GEF projects being
implemented, GEF programs, and performance indicators will now be supplemented by available data
on smilar projects funded by other development organizations and agencies.
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ANNEX A: STRATEGIC PRIORITIES
Biodiversity

Al.  Upto now, the GEF s assstance to eigible countries for biodiversity focused on management
interventions within protected areas and their buffer zones and strengthening the enabling environment in
that context (poalicies, regulations, planning frameworks, indtitutional capacity building).

A2.  Within the Operationa Programs, the strategic priorities will be

@ Sustainable use activities both within protected areas and their buffer zones, in
support of biodiversity conservation. Sudainable use activities that support
conservation would be expanded to cover existing and additiond protected areas; and

(b) Conservation in productive landscapes and productive seascapes beyond
formdly protected conservation areas and their buffer zones, in recognition of the
scientific, ecological, and technical consensus that this is the only way to ensure long
term conservation, that there is ggnificant biodiversty of globa importance outsde
protected areas, and that human activities outside protected areas can adversely impact
biodiversity in protected aress.

A3. Theinteragency task force, with support of STAP, will refine these srategic priorities annualy
as an input to the business plan. In some cases, corporately identified globa projects or targeted
research projects may be needed to identify more fully, refine, or establish the scope of the testable
principles and approaches underlying these priorities. The subject of such projects could include: the use
of corridors; sectord integration; various innovative financing modalities, market mechanisms, and
incentive measures; integrated ecosystem management tools; linkage to agriculture, livelinoods, other
local needs; the carrying capacity of old and “new” use activities based on the naturd productivity or
renewability of the resourcesin question, as well as research on the inherent resilience or vulnerahility of
biologicdly diverse sysems to both periodic and cumulative stress, and poverty dleviation.

A4.  Projectsin the GEF Pipdine will demondrate or facilitate the replication of dternative principles
and gpproaches underlying these priorities. Projects would include:

@ Country-based projects showing these principles and gpproaches. Programming will
attempt full representation of the possibilities, filling gaps in the portfolio, and avoiding
duplication of demonstrated approaches. It will be necessary to identify the range of
globdly sgnificant biodiversity Stes within a mix of ecosystems and multiple uses, and
the range of ways of integrating protected areas with the surrounding production
landscapes and seascapes (e.g., those in OP#12 integrated ecosystems management,
OP#13 agriculturd biodiversity, and the impacts on biodiversity of adaptation to climate
change and spread of POPs). There would be further representative demonstrations of
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integrated ecosystem management, to promote the shift towards the sustainable
development activities in broader production landscapes and seascapes that support
consarvation. There will be more demondrations of the ways to integrate and
maingtream biodiversity conservation into nationd sustainable development by adopting
intersectord gpproaches congstent with country priorities and mobilizing long-term and
sugtainable funding mechanisms. Stocktaking evauations will identify best practices --
such an evauation of Trust Funds has dready been completed;

(b) Replication. GEF will support the regiond facilitation of the replication of best practices
by others. This would be achieved through training, regiond sharing of experiences,
etc., and pursued in order to catdyze maximum adoption and impact.

(© Capacity building. Because replication depends on an enabling environment, GEF will
assg in-country capacity building. GEF will support partners in government, loca
groups, and the private sector through existing IA and EA programs for developing
enabling policies and socid and economic programs to address the root causes of
biodiversty loss. There will dso be improved responsiveness to issues and problems at
the locad leve, such as credting appropriate enabling policies and incentives for
consarving biodiversty, strengthening capacities, and addressng loca needs through
support for sustainable use and liveihoods. GEF technicd assistance and projects will
support incentive mechanisms for governments and locd communities to conserve
biodiversty (e.g., market mechanisms and certification); appropriate livelihoods such as
organic agriculture, sustainable fishing and foredtry; property rights and common
property resource management; fiscal, price and other financid incentives to induce
innovation, loca ownership, and increased participation of the private sector.

Climate Change

A5. Inthefirg sx years of GEF activities, GEF s assstance to digible countries for climate change
promoted enabling environments and foundationd activities such as demondtration projects in energy
efficiency and renewable energy. Since 1997, with the adoption of long-term operationa programs, the
GEF has embarked on over four years of new approaches to sustained market development. These
approaches aim to achieve the inditutiond learning, cost reduction, market scae-up, and business
infrastructure for large-scale replication and technological know-how dissemination. The fruits of these
efforts are just emerging, demongtrated by the effectiveness and growth of long-term markets.

A6.  Within the Operationa Programs, the dtrategic prioritieswill be:

@ Market transformation for energy efficient products (OP#5). Market
transformation programs would facilitate supply and demand of energy-efficent
products and promote know-how transfer, with priority on mass-market products such
asrefrigerators, lights, and motors.
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(b)

(©

(d)

(€

®

Increased financing availability (OP#5/0OP#6). An important eement would be
increesng the avallability of financing for energy effidency and renewable energy
investments, enterprises and intermediaries, with priority on leveraged private finance
(e.g., with contingent financing) and mechanisms to aggregate smal investments, such as
ESCOs and guarantee fecilities,

Power sector regulatory frameworks and policies for grid-based renewable
energy (OP#6). This will include generation from wind, biomass, and smdl hydro --
with priority on power sector regulatory frameworks and policies that provide fair and
competitive grid access to renewable energy producers.

Productive uses of renewable energy in agriculture, water, education,
telecommunications, and rural industry (OP#6). Thiswill indude rurd eectricity for
productive uses and socid benefits, with priority on gpplications of renewable energy in
agriculture, education, water, telecommunications, and enterprise development.
Sudainable modes for joining renewable energy to income generation will be
demonstrated o that they can be replicated,

Global market aggregation and national innovation for alvanced renewable
energy technologies (OP#7). This will include photovoltaic, solar thermd power,
biomass gadfication, and fue cdl technologies -- with priority on privete firms and
utilities, but will exclude capitd-intensive demongtrations.

Modal shifts in urban transport and clean vehicle and fuel technologies
(OP#11). Priority will be for public trangt, non-motorized transport, freight transport,
fud cdls and bio-fuds. Capitd-intensive demondrations will be excluded.

A7.  Theinteragency task force, with support of STAP, will refine these Strategic priorities annualy
as an input to the business plan. In some cases, corporately identified globa projects or targeted
research projects may be needed to identify, refine, or establish the scope of testable ways to address
these dtrategic priorities. Globa or targeted research projects could include regiond scoping studies on
gpecific technology applications (such as the ongoing study on opportunities for wind power); learning
curves, various innovative financing modadities, market mechanisms, and incentive measures; public-
private partnerships, market aggregation and sharing of market development risks, and linkage to
indugtrid and agriculturd development, air pollution reduction, other loca needs, and dleviation of

energy poverty.

A8. Prgjectsin the GEF FPipdine will demondrate or facilitate the replication of dternative principles
and gpproaches underlying these priorities. Projects would include:

@

Country-based projects showing the above approaches. Programming would strive for
full representation of the posshilities, filling gaps in the portfolio, and avoiding
duplication of approaches. One priority that is gill a mgor portfolio gap is for
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demondtrating productive uses of renewable energy in agricultura and industrid
gpplications, and in rura aress.®’ Another priority is for GEF to assist governments to
incorporate clean energy into power sector regulatory frameworks. A recent GEF
portfolio review found that the GEF has proven quite capable of facilitating important
regulatory frameworks support supportive of grid-connected renewable energy. Some
specific technologies (such as wind power) and some specific financing moddities (such
as contingent financing, incrementd risk financing, the financing of dternative feashility
dudies, and the devdopment of public-private partnerships) require additiona
demondtration. Stocktaking evauations of these demondtration projects will then be
needed in order to identify best practices. From the GEF portfalio, a “toolkit” would
be identified of market transformation approaches, together with appropriate
collaborative and education activities, promote adoption and replication of market
transformation programs in many more developing countries. The toolkit would include
electric utility programs, public education, marketing, training and standards, financing
mechanisms, targeted subsdies, and market aggregation.  Along with the toolkit,
detailed market research in each country would help define effective gpproaches
tailored to each nationa circumstance.

(b) Replication. GEF will support scale-up and replication programs. Thisis now possible
for energy-efficient products, and such activities would now be the main focus of OP#5,
because GEF support has dready demondrated market transformation for many
energy-efficient products and has dready achieved sgnificant CO2 emissions reductions
very cogt-effectivdy—to less than $1 per ton of carbon. A recent GEF portfolio
review found that existing GEF projects demondirate a variety of successful gpproaches
to market transformation, including energy-efficent- product standards and codes, utility
DSM programs, voluntary agreements with the private sector, competitively-alocated
and limited subsidies that lead to sustained market volume and lower prices, and low-
cod loans and performance guarantees in enticing invesment in more efficient
technologies. In addition, experience from GEF market transformation projects is
dealy cadyzing amilar activities localy and in other countries. This would be achieved
regiond facilitation of the replication of best practices by others, through capacity-
building, training, regiond sharing of experiences, etc., and pursued in order to catalyze
maximum adoption and impact. (Similar approaches would be adopted for renewable
energy when the demondrations and evaluations are a a Smilar level. GEF could help
develop public-private market facilitation organizations to support the growth of
particular renewable energy markets. Such industry associations could provide
networking, partner matching, information dissemination, market research, technology

% Such usesinclude: in agriculture (water pumping, drip irrigation, crop drying, electric livestock fences), health
(drinking water, "telemedicine”, vaccine refrigeration, medical equipment power), education (distance education,
internet, school lighting, computer training), commercial services (personal telephony, commercial communications),
and small industry (craft tools, retail lighting, sewing, grinding, freezing).
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promotion, user education, business-ded identification and fadilitation, training and
technica assstance, consulting services, financing, and policy advocacy or advice))

(© Capacity building. Because replication depends on an enabling environment, GEF will
assis in-country capacity building.

A9.  Recent and expected guidance from the Conference of the Parties to the United Nations
Convention on Climate Change will require some flexibility in resource programming. Guidance to the
financia mechanism approved a COP 7 included severa provisons related to adaptation. The
implementation of these provisions was partly addressed at a STAP workshop and will be addressed in
a separate paper under preparation by the Secretariat. Some adaptation provisions were aso included
in guidance for national communications and for the new funds, and remain subject to further
congderation at COP 8 and thereafter. Support for second nationa communications will be shaped by
adecisgon on new guidance at COP 8 (if the COP 7 decision isimplemented). Resources are al'so
expected to be available for National Adaptation Plans of Action (NAPAS) from one of the two new
voluntary funds® the L east Developed Countries Fund; guidelines to implement the fund, as well asthe
necessary adminigtrative arrangements, will be presented to the Council in May 2002. The donors
supporting the second voluntary convention fund, the Specid Climate Change Fund, have pledged $410
million ayear by 2005. Thuslittleif any funding islikely to be available in the next two fiscd years, and
the extent to which the commitment will result in additiona resources remains unclear (e.g., contributions
to the climate change foca areafrom donor governments are included). The Secretariat will further
define its possible gpproach to implementing the new funds in a paper for the May 2002 Council
mesting.

International Waters

A10. Uptonow, GEF sassstance to digible counties for internationa waters focused on
foundationa work for comprehensive gpproaches to addressing transboundary water concerns,
induding: the formulation of science-based frameworks for joint action on Strategic priorities, capacity
development for regiona aswell as country ingtitutions, and demonstration of technologies and
innovative management measures.

Al1l. Now that many countries have identified the required actions to meet transboundary water
concerns and given that significant foundationa work has been completed and many gpproaches have
been demondtrated, the strategic priorities for GEF support will be to facilitate implementation.

A12. Theinteragency task force, with support of STAP, will refine this Srategic priority annudly as
an input to the Business Plan. Projects in the GEF Pipdine will be required to facilitate the
implementation of Strategic Action Programs. Implementation would require

% See Arrangements for the Establishment of the New Climate Change Funds GEF/C.19/6
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(@  Thefull rangeof policy and legd measures;
(b) Indtitutiond reforms;
(© Resource mobilization for the required investments, particularly from private sector;

(d) Maingreaming the required actions into nationa development programs and into the
regular programs of the GEF agencies,

(e Technology transfer; and
@ Arrangements for monitoring and evauating the transboundary aspects.

GEF will facilitate the efforts by the riparian and littoral states for waterbodies that have received earlier
GEF assstance so that they would be able to implement the agreed Strategic actions.

Ozone Depletion

A13. Upto now, GEF has very successfully asssted digible countries to phase out most ozone-
depleting substancesin the initid schedules of the Montreal Protocol. The Strategic priority will beto
reduce — and to the extent feasible, diminate -- the remaining substances (primarily methyl bromide and
HCFCs), consgtent with priorities of the Montreal Protocol.

Persstent Organic Pollutants

Al4. Only enabling activities to prepare Nationa Implementation Plans and some innovetive
demongtration projects have been funded so far. The strategic priority will beto asss digible countries
phase out the use and/or reduce the release of the (currently 12) scheduled substances, in conformity
with guidance on program priorities provided by the intergovernmenta negotiating committee, and
subsequently the Conference of Parties, for Stockholm convention.

A15. Theinteragency task force, with support of STAP, will refine these dtrategic priorities annualy
as an input to the Business Plan, with targeted research laying the groundwork if needed. (Targeted
research would be needed including on biomarkers and on the behavior, fate, and exposure pathways
of POPsin tropicd aress.) Projects in the GEF Pipeline will demondrate dternative principles and
gpproaches to diminating scheduled POPs, these will be evaluated, and GEF will then facilitate the
replication of successful approaches.

L and Degradation

A16. Upto now, GEF s assstance to digible countries has been for land degradation prevention and
control in accordance with the Instrument, that isto meet “... the agreed incrementa codts of activities
concerning land degradation, primarily desertification and deforestation, as they relate to the four foca
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aress...” Despite some progress in supporting land degradation prevention and control activities,
countries continue to face chalenges in developing digible projects, including difficulties in defining
linkages between |and degradation and the focd areas; difficulties in goplying the incrementa cost
principle; and limited in-country policy environment to support land degradation prevention and control.
Enhancing GEF support for land degradation prevention and control would require an dterndtive
approach that builds upon the experience of GEF-funded activities in land degradation and the findings
and recommendations of an independent study.

Al17. Should the Council recommend and the GEF Assembly subsequently approve the desgnation
of land degradation as afocd ares, the dtrategic priority for land degradation within the Operationa
Programs will be to support holistic land management. Such an approach would link local
sugtainable development benefits with the targeted globa environmenta benefits, whether the latter fell
within existing focal areas or whether they took the form of other reduced transborder or downstream
impacts. Emphasisin the latter case will be on preventing the land/water interactions that lead to
reductions in water qudity and environmenta flows downstream.

A18. Theinteragency task force, with support of STAP, will refine these strategic priorities annualy
as an input to the Business Plan, with targeted research laying the groundwork where needed. Projects
in the GEF Pipeline will demongtrate dternative principles and approaches to halitic land management,
these will be evauated, and GEF will then facilitate the replication of successful gpproaches.
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ANNEX B: |INDICATIVE FINANCIAL ENVELOPESBY PRIORITY

Focal Area/Strategic Priority Expected Commitment Leve *°
$mfor FY03-FY05
Biodiversity
Enabling Activities 11
Sudtainable use activities 203
Conservation in productive landscapes/seascapes 203
Other digible projects 203
620
Climate Change
Enabling Activities 25
Market transformation, energy efficient products 85
Increased financing availability 85
Power sector frameworks, grid-based RE 85
Productive uses of renewable energy 85
Globa market aggregation, nationa innovetion for RE 85
Moda shifts and clean vehicle & fud technologies 85
Other digible projects 85
620
International Waters
Facilitation of implementation 190
Other digible projects 40
230
Ozone Depletion
Phase-out of methyl bromide and HCFCs 40
Persistent Organic Pollutants
Phase-out of scheduled POPs % 170
Land Degradation
Holistic land management 100
Other digible projects 70
170
TOTAL 1850

¥ The commitmentsin each strategic priority above include targeted and streamlined capacity building, shares of
crosscutting capacity building, and shares in multi-focal area projects. Additional land degradation activities may
also be programmed consistent with the strategic prioritiesin other focal areas.

“©1n addition, approximately $0.05 billion had previously been allocated for projects on POPs and other persistent
toxic substances within the International Watersfocal area. These projectsincluded full-size projects, medium-sized
projects, PDF-Bs, and most notably POPs enabling activities for about 50 countries, using existing resources as
requested by Council. Bl



ANNEX C: PERFORMANCE INDICATORSAND TARGETSFOR THE FOCAL AREAS

Indicators

C1l. Indicators have been extensvely studied by the generd scientific community aswell as
specificaly for the GEF. State-of-the-art indicators were then used to study the historica performance
of the GEF portfolio as afoundation for the recently completed Second Overdl Performance Study of
the GEF. These impact studies have been published.*

C2.  Because GEF operates drategically by catayzing action, GEF simpacts will be long term and
programmeétic rather than the Smple summation of the immediate impacts directly achieved by each
project in the portfolio.

@

(b)

Programmatic indicators. The appropriate indicators are therefore programmatic
(corresponding in fact to the objectives set out in the Operationad Programs of the GEF)
and will relate to outcomes achieved beyond the projects and beyond the four-year
period within which they are financed. Outcome indicators need therefore to be
distinguished not only from project indicators but dso from process indicators, which
are used to measure the degree of progress toward the outcome rather than the
attainment of outcome.

Limits of Quantification. While it is desrable to quantify outcomes, it is necessary to
be reditic about the extent to which such quantification can be done reliably. There are
two broad issues. Fird, as one moves away from project outputs (which one can
control through activities that are funded) towards programmatic outcomes, the number
of ancillary assumptions increases. For example, one can rdiably quantify the GHG
reduction of a group of particular renewable energy projects, but needs to make
additional assumptions concerning the market and government response to those
projects in order to quantify the GHG reduction that will be the outcome of the market
transformation to which these projects contribute. Second, many outcomes (particularly
in biodiversty) cannot be measured in terms of a common unit. The number of species
saved (for example) is not a meaningful representation of biodiversty vaue, which
requires a deeper and more quditative appreciation of the role of interacting species
within an ecosystem and the loss of diversity esewhere.

* The program studies are in the four focal areas-- biodiversity, climate change, international waters, and ozone
depletion. The relevant reports are: GEF Review of Implementation and Results — Part1 -- 2000 Project
Implementation Review, GEF/C.17/8; Part 2— Program Study on Biodiversity, GEF/C.17/Inf.4; Part 3— Program Study
on Climate Change, GEF/C.17/Inf.5; Part 4 — Program Study on International Waters, GEF/C.17/Inf. 6, and Study of
Impacts of GEF Activities on Phase-Out of Ozone Depl eting Substances (Eval uation Report #1-00). In addition a
study was undertaken of the cross-focal area of land degradation in GEF Land Degradation Linkage Study
(Working Paper 6, March 2001).
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(© Proxy indicators. At the same time, to avoid the use of highly theoretica indicators of
ultimate impact, it has been necessary to adopt the pragmatic use of proxy indicators:
indicators of outcomes that stand in the place of the ultimate outcomes desired and
which are srongly linked. Typicaly, the proxy indicator is one of coverage. For
example, because the protection of natural habitat is critica to biodiversity conservation,
an indicator of protected area coverage is a good proxy. Another is the coverage of
target technologies, the commercidization of which will lead to sustained GHG
reductions, and which were the objectives of the Operationa Programs. Proxy
indicators are not to be confused with process indicators.

(d) | terative process. The question of indicators is one of continuing scientific debate, S0
the use of the indicators below should be seen as part of the iterative process of
international dialogue. These indicators are for the focd areas, more specific indicators
for the Strategic priorities will also be devel oped.

Biodiver sty Performance Indicatorsand Targets

C3.  Theindicatorsin the following table will be used to track impectsin thisfocd area

Work will continue to develop indicators of outcomesin relation to globa biodiversity conservation,
including measures of management and cost effectiveness and responsiveness to local needs and
concerns (e.g., livelihoods, capacities, equity, access).

TableC1: Biodiversity Targets

Indicators

FY91-FYQ2 FYO03-FY05
GEF Financing (GEF allocation in $ billion) 152 0.80
Co-Financing (averageratio) 15 23
Global Coverage
Number of Protected Areas supported (new or established)* ~ 800 80-180
Improved management of protected areas - thd
Area protected for conservation (million hectares)™ >114 -
Countries 106 30-40

Other measures of support
Countries with effective enforcement mechanisms against unsustainable - thd
practices (e.g., illegal logging, unsustainable fishing)

*2 Global coverage of protected areas for FY 03-FY 05 is based on available figures from the existing pipeline of 97
projects; in approximately 330-350 new and existing protected areas (PAS) with atotal coverage ranging from 200 to
300 million hectares.

*® Estimates range from 114 million hectares, based on available information on protected area size (160 protected
areas) to over 800 million hectares including the buffer zone, production landscapes and seascapes, and regional area
coverage (e.g., Mesoamerica corridor, Congo forest, Caucasus mountain range, Mekong River delta). The estimates
exclude global projects, which have large demonstration sites.
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Countries with devel oped practices for the protection of genetic materials 16 10-15
in globally significant agriculture and food production sites
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Climate Change Performance I ndicatorsand Tar gets

C4. Theindicatorsin the following table will be used to track impactsin this focal area

TableC2: Climate Change Targets

Indicators FY92- FY97 FY98-FY01 FY03-FY05
Early foundations of New approaches to Continued market
the GEF sustained market development
development
GEF financing 047 056 085
($billion)® ' ' '
Cofinancing (ratio to GEF financing) 44 54 6-7
anatgsector cofinancing ($billion 03 09 1215
committed)
Market expansion (replication
influenced by GEF) 03 10 10
Technology diversity (cumulative
4 S0 9 16 18
number main applications)
Cost-effectiveness ($/ton C avoided " - <

for portfolio)

Rural households

(*000s to receive energy services 250 650 1000-1200
from projects, cumulative)

Efficient lamps

(Million installed in projects, 43 9 15
cumulative)
Power generation
(MW renewabl e energy, facilitated 950 2,500 5,000
by GEF, cumulative)
Annual investment 3050
($ billion, renewable energy, 05-10 10-15 83./ 20'10
developing countries)
Avoided CO2 emissions (million

300-600 400-800 800-1200

tons, GEF projects during peri od)b

®Programs for energy efficiency, renewable energy, and transport; excludes enabling activities.

P | ifetime emissions from facilitated i nvestments; includes some replication, but large market scale-up from replication
could double these numbers.
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International Waters Performance Indicatorsand Tar gets

C5.  Theindicatorsin the following table will be used to track impacts in this foca area.

TableC3: International Waters Targets

Indicators (for the period) FY91-FY02 FY03-FY05

Foundational Work*

of the GEF

GEF Financing ($ billion) 0.527 0.300
Co-Financing (average rétio): 15 2.0
Globa Coverage
Transboundary waterbodies with management framework of 2% 5-6
priority actions agreed by riparian countries
Countries 91
Aagreed Joint Management Actions
Representative transboundary waterbodies with 7% 5-6
implementation support catalyzed with GEF resources
Countries with national policies, regulations, institutions, etc
re-aligned with agreed joint management actions 45

Regional Cooperéation
Regional bodies and management institutions established or 21 8-9
strengthened in capacity

Demondrations of Technology Devel opment or
Trander

Projects with technol ogies and management measures 22 4-5
demonstrated under local conditions

73

Countries with demonstration technol ogies and management
practices viable under local conditions

4 GEF' s foundational work on international waters focuses on testing ways of catalyzing country -driven action for science-based
management of transboundary waterbodies, including formulation of management frameworks for joint action, capacity
development, and demonstration of technologies and innovative management measures.

45 Coverage includes 22 transboundary waterbodies — 5 lake basins, 7 river basins, 1 aguifer basin, 9 marine ecosystems.

6 Mostly minor levels of catalytic action as countries implement their action programs; only the Danube/Black Sea Basin
Partnership tests an extensive programmatic approach to implementation.
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Ozone Depletion Performance Indicators and Tar gets

C6. Theindicators for successful outcomes will be the declining emissions of these substancesin the
dligible countries in compliance with applicable Montredl Protocol commitment schedules®’

Table C4: Ozone Depletion Targets

Indicators FY02-FY06

GEF Financing (GEF alocation in $ billion) 0.05

Co-Financing (ratio) 20

Methyl Bromide *(ODPt) 206 — 454

HCFCs* (ODP1) Within the range; 45 (minimum required by Protocol) and

363 (total phase-out)

Per sstent Organic Pollutants Performance Indicators and Tar gets

C7. Because of the limited experience in the GEF portfolio and the start-up nature of GEF activities,
firm targets for outcomes have not been developed. Intheinitid years, a number of processindicators
and targets (corresponding to the start- up activities) would be used, as listed below.

" See GEF/C.18/Inf.6 Ozone Layer Depletion: Future Commitments

“8 | ncremental costs for the phase-out range $5 million to $11 million.

* Incremental cost for the phase-out ranges from $33 million to $100 million. The Protocol currently requiresonly a
65% reduction in HCFC use by 2010, which would require reductions of 45.3 ODPt beyond reductionsto date, at a
cost of $6 million to $17 million.
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Table C5: POPs Targets

Indicators FY03-FY05
GEF Financing (GEF alocation in $ billion) 0.250
Co-Financing (ratio) 15

Process Indicators
Completion of National Implementation Plans
(NIPs)

Strengthened policies, legislation, and
institutions *

Countries initiating implementation of priority
policy and legislative reforms and other priority
capacity building needs asindicated in the NIP

Regional centers strengthened or created to
support implementation of the convention and
capacity building

Stress Reduction Measures
Technologies demonstrated™,

POPs reduction programs, identified as priorities
in TDAs and adopted in SAPsfor international
water bodies

Stockpiled obsolete pesticides destroyed or
under destruction. Programs would also prevent
their further accumulation. Priority on Africa
and LDCs.

Sustainable alternativesto DDT

Ambient Levels

Levelsin various media, reductionsin emissions
and runoff, and declinesin rates of useof
schedul ed substances (including obsolete
POPs)

All countries eligible for GEF support

All countries eligible for GEF support

20-30

6-10

6-10

20, 000 tons

All countriesrequesting DDT exemptions (still relying on vector
control)

tbd

%1 order to protect human health and the environment from POPs; eliminate the production, export, and use of most
POPs; restrict to acceptable levels and/or replace the use of DDT for disease vector control; and phase out the use of

PCBs.

*! Technologies include: the environmentally safe destruction of obsolete stockpiles of POPs; site remediation
through various means, including bioremediation; means to prevent or minimize emissions of POPs as by-products of
industrial processes; and development of alternatives to POPs— pesticides and industrial chemicals, including IPPM.
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Land Degradation Performance Indicatorsand Tar gets

C8.  Theindicatorsin the following table will be used to track impactsin thisfocal area

Table C6: Land Degradation Targets

Indicators FYO3-FY05

GEF Financing (GEF alocation in $ billion) 0.250
Co-Financing (ratio) 20

Land area protected from degradation. 2 About 10-20 million ha.
Number of land degradation control plans About 50-65 countries

(under implementation as an integral part of their sustainable development
programs).>®

°2 This comprises: the protection resulting in the conservation of habitats of global significance; sequestration of
carbon, particularly through land rehabilitation measures; and reduction in carbon emission through sustainable
agricultural practices that would help to minimize the use of fire to clear land.

* These plans would form the basis for priority measures to prevent/control land degradation and its resulting
adverse impacts on the national, regional, and global environment as well as sustainable devel opment.
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