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. THE CHALLENGE AHEAD

1.  Over the business planning period FY01-03, as it implements its Operational
Strategy to meet the challenges to the global environment, the GEF will concentrate its
effortsin five areas. First and foremost, GEF will strive to achieve positive and

measur able impact on the global environment through the actionsiit finances. Second,
since sustained, measurable impact will depend critically on the involvement and
commitment of the countries where actions take place, GEF will assist countries to
strengthen their owner ship of actions and to link them to their sustainable development
priorities. Third, the GEF will degpen the commitment of its own Implementing
Agencies to the global environment. Fourth, GEF will broaden partner ship with awide
range of organizations in order to expand the opportunities for additional financial
resources and assistance to gain the needed impact. Fifth, asamodd for international
cooperation, GEF itself will strive to continuously improve itsinstitutional effectiveness
and efficiency of its organization, relationships, and operations.

THREATS TO THE GLOBAL ENVIRONMENT

2.  Entering the new millennium, the world still faces many environmental problems at
the national, regional, and global levels. Although there are numerous success stories,
lasting change will require concerted action by the international community. GEF will do
its part in assisting its member countries and partner organizations to catalyze such
action, and will set an example as an efficient, cost effective, adaptable institutional

mode in the new century.

3. Although primary threats to the environment are generally known, some facts bear
repeating. In the late 1990s, 25 percent of mammal species and 11 percent of bird species
are at risk of extinction, while still more are threatened by habitat loss and the
introduction of exotic species. Eighty percent of the forests that originally covered the
earth have been cleared or degraded, and 39 percent of the remaining natural forests are
at risk. Thefood crop diversity developed during centuries of domestication is being
reversed by a growing reliance on genetically uniform crops. Global emissions of
greenhouse gases have increased dramatically this century, resulting in the highest
concentration of such gases in the aimosphere for 160,000 years. These environmental
changes threaten world health, food security, and the overall stability of global
biogoechemical processes and could increase the severity or frequency of natural
disasters. The health of international waters is being affected by climate change,
pollution, and overfishing, potentially threatening more than half of the world’ s reefs and
imperiling marine resources. One bright spot is the slowing of stratospheric ozone
depletion, atrend to which GEF has contributed in the economiesin transition. By 2050,
the ozone later is expected to recover to pre-1980 levels.

4. At their foundation, these global trends are the ssmple product of everyday actions
and individual decisionsin communities around the world. These threats can be managed
— and positive impacts made — where there is cooperation, partnership, and commitment.

! Global Environmental Outlook 2000: UNEP’s Millennium Report on the Environment, United Nations
Environment Programme, London: 1999.



As one example, CFC production, which had more than doubled in some countries
between 1986 and 1996, is declining markedly in the economies in transition where GEF
has financed phase-out-actions.

POSITIONING THE GEF TO ADDRESS THESE THREATS

5. Itisenvisioned that by the close of the three-year business planning period GEF
would have achieved the following goals in the five areas of concentrated effort:

| mpact

6. GEF would be on its way to achieving an unambiguous and widely acknowledged
positive impact in its focal areas. In the ozone focal area, the first evidence of impact has
aready been quantified.? Progress made in the other Operational Programs is presented
in the program status reviews.® To maximize impact, GEF will now:

(@) continue to focus proposals within Operational Programs. This focusis
ensured both through transparent project review criteria designed to align
GEF activities with its strategy, programs, and policies and through
interagency reviews of each program’s status to determine where special or
renewed emphasisis needed;

(b) measure the progress in its operations and its impact on the global
environment by progressively applying the program-level indicators recently
developed;

(c) build sustainability into project design and promote lasting capacity
development. GEF has entered a strategic partnership with UNDP to
determine how best the latter can be done;

(d) replicate successful innovations, with increasing emphasis on designing
components to facilitate replication and sharing lessons and data with other
organizations;

(e) pioneer multi-year programmatic support to implement focused, cost-
effective national plansin the focal area.

Ownership

7.  Countries would have clear ownership of GEF, through projects and programs that
are country-driven and based on national priorities to support sustainable development,
and through improved capacity for sustainable development and environmental
protection. The sustainability of the global environment agenda can only be assured by
country ownership. Therefore:

(@) Asabasisfor understanding national priorities, the GEF Secretariat and the
Implementing Agencies will continue to review the national reports
submitted by devel oping countries to the Convention on Biological Diversity
and the national communications to the Framework Convention on Climate

2 Jtatus of Montreal Protocol Implementation in Countries with Economiesin Transition, Draft Interim
Report, Dr. Sebastian Oberthur, Ecologic Centre for International and European Environmental Research,
Berlin: June 1999.

% Program Status Reviews, GEF/C.14/Inf.5



Change. This study will aid understanding of the relative priorities expressed
by countries within the context of their overall development and gauge the
efficacy of GEF operational programs in linking global objectives to those
priorities.

(b) A diaogueis being established and, in some cases, strengthened with GEF' s
country partners. Country Dialogue Workshops will be the instrument for
initiating more effective dialogue, and at least 50 national and regional
workshops will be facilitated.

(c) Giventhat human and institutional capacity is also the critical underpinning
for sustainable national efforts, GEF in partnership with UNDP launched a
Capacity Development Initiative.

(d) GEF isasoimproving the development of indicators of country-drivenness
and their application to project proposals. With the availability of such
indicators, outreach and communications can be structured around the
monitorable elements of ownership.

Commitment

8.  Implementing Agencies would have deepened their commitment to the global
environment through their own programs and activities. Implementing Agencies will
deepen their commitments to global environment protection through collaborating in
accordance with their relative strengths, incorporating global environmental
considerations into their regular work programs, increasing support for complementary
action and cofinancing, entering strategic partnerships with GEF, and helping to expand
opportunities for other international organizations to execute or jointly manage the
implementation of GEF projects.

Partnership

9.  GEF would have catalyzed significant action in international and country-based
partner organizations, had successful innovative projects replicated by others, and
leveraged large and increasing levels of resources for global environmental action.

10. The GEF partnership initiative to expand opportunities for RDBs is moving
forward following the Council’ s approval of anew policy in May 1999. Whereas from
1991-1999, the GEF approved three RDB-submitted projects, an additional 11 concepts
have entered the GEF Pipeline in the last three months. By the end of FY 01, GEF will
endeavor to have established a streamlined and fully effective procedure for using the
four major RDBs (African Development Bank, Asian Development Bank, European
Bank for Reconstruction and Development, Inter-American Development Bank) to
prepare and help implement GEF projectsin their eligible member countries, in
coordination with other GEF partners. Current indications are that RDBs will enable
GEF to expand its ddlivery capacity for quality projects to meet country-driven demand
growing at 15 per cent annually. By the end of FY 02, a further four or five other
executing agencies -- including international organizations, Bilateral Development
Assistance Agencies, and NGOs — would have been engaged effectively in a partnership
for project execution. The expansion of opportunities for executing agencies and the full
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implementation of the fee-based system will together allow GEF identify and use the
relative strengths of all its partners. Such targeting of strengths will allow the
Implementing Agencies to strike a good balance between direct project cycle
management and brokerage of partnerships among diverse actors.

11. GEF dsoispursuing agroup of activitiesthat it expectsto lead to greater
complementarity of action. Since October 1999, GEF publishes the pipeline, and expects
thisto assist in its efforts to replicate successful projects and leverage best practices.

I nstitutional Effectiveness

12.  GEF would have further improved its effectiveness and efficiency. GEF will:

(8 ensurethat GEF activities are highly cost-effective, while remaining flexible
enough to respond to changing circumstances, convention guidance, and an
accumulated body of best practices;

(b) streamlineits project cycle; and

(c) monitor and reposition its operations as necessary to fulfill its mandate.

Unfortunately, uncertainty about GEF funding by its donors continues.

13. GEF will continuously improve its financial efficiency. A major achievement has
been the newly approved fee-based system, unigue in budgeting for international
institutions, and a mgjor challenge will be making it operational. This system is crucial
to reducing transaction costs, making transparent international comparisons, facilitating
internal cost reviews, and identifying true comparative advantages and relative strengths
of GEF partner agencies. The fee-based system will assist GEF deal transparently with
seven agencies with diverse accounting practices. Benchmarking and internal cost
reviews that will guide recommendations for fees and structures likely to yield
efficiencies, as agencies begin to concentrate on activities where they have arevealed
strength. Implementation services will be clearly defined. The remaining budgets for the
GEF units' corporate services will be based on identified and monitorable services (e.g.,
policy work, contributions to monitoring and evaluation).

14. GEF will streamline and its procedures and improve partner support.

(@) GEF and the Implementing Agencies will continue to review the Project
Cycleto identify and recommend additional streamlining. Project
implementation lessons will be systematically incorporated into reviews of
GEF programs, and they in turn will shape the work programs of the
Implementing Agencies, the monitoring and evaluation unit, STAP, the
corporate outreach and communications program, and the policy work
program of the Secretariat.

(b) The development of data systems that help track GEF projects and
commitments has become critical, due to the large maturing portfolio, the
need to streamline document exchange and review through e ectronic
systems, the use of new financing modalities, the gradual expansion of
opportunities to executing agencies, and the need to share more timely
information on the pipeline and Work Program with member countries,

9



Council, and external organizations such as bilateral development assistance
agencies

15. GEF will also remain agile by following trends in the global environment (tracked
by UNEP according to global indicators under the strategic partnership to be developed

in the near future) and associated developments in the international arena. Currently the
GEF Secretariat is following ongoing negotiations and discussions regarding a potential

international agreement on persistent organic pollutants (POPs), the Kyoto Protocol and

Clean Development Mechanism, and other proposed carbon trading schemes.
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1. ACHIEVING AND SUSTAINING IMPACT

16. GEF will strive to achieve and to measure positive and sustained impact on the
global environment through the actions it finances and those it catalyzes. To do this,
GEF will continue to focus its activities programmatically, build sustainability and
replicability into project design, promote replication, and manage programs.

17. Over the next three years, progress and impact will be monitored according to
program indicators that have been developed under the leadership of the monitoring and
evaluation team, and will be reported annually in the Program Status Reviews. Therole
of monitoring and evaluation will remain central to this whole effort.

Table 1. GEF Programs

Focal Area Type of Activity
PORTFOLIO
Biodiversity Operational Programs | OP#1 Arid and Semi-arid ecosystems
OP#2 Coastal, marine, and freshwater ecosystems
OP#3 Forest ecosystems
OP#4 Mountain ecosystems
OP#12 Integrated Ecosystem Management
Enabling Activities EA-B Biodiversity Enabling Activities
Short-Term Measures | STRM-B Biodiversity Short-Term Measures
Climate Operational Programs | OP#5 Removing barriersto energy conservation and
Change energy efficiency
OP#6 Promoting the adoption of renewable energy
by removing barriers and reducing
implementation costs
OP#7 Reducing the long-term costs of low
greenhouse gas-emitting energy technologies
OP#11 Promoting environmentally sustainable
transport
Enabling Activities EA-CC Climate Change Enabling Activities
Short-Term Measures | STRM-CC | Climate Change Short-Term Measures
International | Operational Programs | OP#8 Waterbody-based program
Waters
OP#9 Integrated ecosystem and resource
management
OP#10 Contaminant-based program
Ozone Short-Term Measures | ST-O3 Projects, and Country Programs to identify and
Depletion prepare eligible projects
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PROGRAM Focus
Project Cycle

18. Focusing project proposals on the programmatic criteria of GEF is necessary to
achieve long term global environmental benefits cost-effectively. To further facilitate
this, GEF, in consultation with the Implementing Agencies, is consolidating the Project
Cycleinto a single document and is elaborating its project review criteria to assist project
preparation. Special emphasis would be placed on designing sustainability into the
project from the beginning. Table 1 lists the programs. (GEF projects that include
activities addressing land degradation,* Targeted Research,” or agricultural biodiversity,
and medium-sized projects,® al fall within the existing programs and are not separate
programs.)

Program Status Reviews

19. The Secretariat, in consultation with the Implementing Agencies, monitors annually
the progress in the programs, in accordance with the criteria that were established for
each. The purpose of these Program Status Reviews' is to record progress in meeting
stated objectives; identify current gaps; identify strategic and operational policy issues;
estimate areas of emerging country-driven demand within the programs; and match
program gaps with country demand in order to stimulate responsive pipeline
development. The results of these reviews are used to project program resource
reguirements over the business planning period; to identify the types of operations that
need to be emphasized for GEF to achieve programmatic impact; and to identify
necessary elements in the complementary work programs of the other GEF units.

Multi-Year Programming Support

20. Asexperience has been gained in the operations of the GEF, it has become clear
that there are clear advantages to seeking the development of an integrated set of project
activities through a focused programmatic approach. Such an approach would be fully
consistent with the ten operational principles for development and implementation of the
GEF s work program approved in the GEF Operational Strategy. It would provide
phased and sustained support for the implementation of a multi-year (medium to long-
term) program that serves to better integrate global environmental objectives into national
strategies and plans (e.g. biodiversity strategy and action plan or a sustainable energy

* A Framework for GEF Activities Concerning Land Degradation, Global Environment Facility,
Washington, D.C.: October 1996

® Principles for GEF Financing of Targeted Research, GEF/C.9/5. Note that targeted research projects are
atype of project, and do not constitute a new Operational Program. Targeted research proposals, like
capacity-building and investment activities, contribute towards and are justified in terms of the objectives
of the Operational Programs.

® Medium-Sized Projects. GEF/C.8/5. August 29,1996. Medium-sized projects constitute a pathway with
particular processing steps, but do not constitute a program in their own right. Each medium-sized project
must conform to the requirements of the program of which it constitutes a part.

" Program Satus Reviews, GEF/C.14/Inf.5.
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plan). In applying such an approach, it would be essential to work closdly in partnership
with the country counterparts, relevant donors and development agencies. GEF funding at
a programmatic level, whilst fully consistent with the incremental cost principles, would
emphasi ze the co-financing and leveraging aspects of program funding. GEF funding
would capture the global benefits of the proposed plan (or program). A programmatic
focus would emphasize:
@ the achievement of agreed development and global environmental
outcomes as a result of the program;
(b) agreed objectives, triggers, and indicators of outcomes/impacts for each
phase of the program;
(c) sequencing of GEF disbursements for phased support of the program
based on identified milestones in achieving the program’s objectives; and
(d) amonitoring and evaluation system.

21. GEF would also pioneer multi-year programmatic support to implement focused,
cost-effective national plans for

(@) protecting biodiversity;

(b) linking GHG reduction to efforts to improve urban air quality;

(c) promoting renewable energy;

(d) integrating the management of land and water resources,

(e) reducing the pollution and over-exploitation of international watersheds and

water bodies.

Specific proposals would be prepared for Council consideration.

SUSTAINABILITY

22. Thesustainability of actions funded by GEF is a concern common to many
programs. In the course of project reviews, various indicators of sustainability have been
identified:
(8 theextent of participation, commitment, and cofinancing by key community
groups, government agencies, other donors, and the Implementing Agency;
(b) thedeclinein grant support needed per unit of activity. Over time, project
incremental costs should decline to the point where new projects of that type
are commercially viable; and
(c) thedesign of mechanisms to provide long-term financing for recurrent costs
(e.g., through the establishment of a viable financial mechanism of user
charges, generation of sustainable revenue, development of a constituency
with interests in preserving the activity, government commitment to cover
baseline expenditures, and provision of atrust fund.) Details of this
operational experience will be shared among the GEF units.

REPLICATION

23.  TheImplementing Agencies will pay greater attention to identifying the likely
potential for the project’s replication and to the necessary demonstration, monitoring, and
technology transfer components of the project. Replication is an important issue,
fundamental to the GEF Operational Strategy, and the M& E team will carry out a specia
evaluation of it in FY01.
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24. GEF Secretariat will also seek partners to apply the GEF experience. For example,
successful experience in conservation management could be accessed regionally so that
GEF support for new sites would not need to be a direct repetition of earlier work. In
climate change, a study would be commissioned as part of the GEF-UNEP Strategic
Partnership and partly funded by KfW, to assess the global market potential for PV-hydro
applications. There may be alarge, unexploited, and low-cost potential for promoting
photovoltaics. The study would seek to identify potential sites and utilities where the
approach in the IFC/GEF CEPALCO project could be replicated and where total PV-
hydro investments of at least 500 MW can be assured over the next five to seven years.
The GEF could then assist with further feasibility work at promising sites, while seeking
to secure project financing from the appropriate country, multilateral, and bilateral
Sources.

25. Asthe portfolios mature, a greater proportion of eligible country-driven proposals
will need to draw on the lessons and experience of earlier successful GEF projects. The
GEF Secretariat will work with Implementing Agencies to design appropriate GEF—
financed elements for the technology transfer, and to facilitate adequate overall financing
for the projects. The Implementing Agencies would endeavor to facilitate replication of
successful GEF activities by both disseminating experience and best practices and
coordinating with other donors. The Corporate Business Plan for FY 00-FY 02 recognized
that, during the transition to a more focused programming strategy, some repeat projects
will move from the GEF Pipeline to the Work Program. However, on the basis of
information® provided by the Implementing Agencies, this transitional period is unlikely
to extend much into FY 00 because few of the pipeline projects have preparation times
greater than ayear.

IMPACT MEASUREMENT AND DISSEMINATION
Global Trends

26. Asacomplement to itswork on Global Environmental Knowledge Management
and its measurements of trends at the regional level, UNEP proposes to collaborate with
the GEF on an activity to measure global environmental trends (i.e., species loss,
deforestation, climate change, and ozone depletion) using global-level indicators
identified by the GEF. In thisway, the GEF can determine and improve its efficacy in
meeting Operational Program objectives, as well as its essential responsiveness to global-
level problems.

Program I mpact

27. GEF s monitoring and evaluation unit is developing program-level indicators for
both its biodiversity and climate change activities, with indicators for international waters
projects to follow Because program-level indicators are used to measure and
communicate progress toward strategic objectives, thistask isahigh priority. The
indicators will answer questions about what we expect GEF s operational programs to

8 See Implementing Agency pipelines in Operational Report on GEF Programs, October 1998.
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achieve, how we will know whether the intended goals have been reached, and how much
associated progress has been made. The work on programmatic indicators will be
completed by the end of FY 00, and these indicators (as well as project and process
indicators) will be applied in all future Program Status reviews to measure progress and
impact.

Review of Strategic Assumptions

28. Asprogram indicators for monitoring the operational programs are being
developed, the crucial strategic assumptions underlying the programs will be evaluated
either by management review or by formal evaluation from the monitoring and evaluation
unit as appropriate. Such assumptions include:

(8 specific assumptions on scope and replication in each program;

(b) the usefulness of the ecosystem approach for biodiversity programming;

(c) theusefulness of the barrier removal concept for programming action in the
climate change focal areg;

(d) theefficacy of delegated authority mechanisms such as funds, financial
intermediation, and umbrella projects;

(e) thefeasibility of achieving significant cost reductionsin targeted
technologies,

(f) theability of investment funds to yield global environmental benefits cost-
effectively;

(g theability of Strategic Action Programs in the international waters focal area
to: (i) identify country-driven transboundary priorities; (ii) identify the
baseline and additional actions to address those priorities; and (iii) leverage
implementing agency collaboration and partnerships to fund priority policy
and institutional reforms as well as investments,

(h) theneed for and achievement of interagency collaboration and whether such
collaboration has raised, or could have raised, the quality of GEF projects
commensurate with the additional costs.

BIODIVERSITY

29. Biodiversity isamajor focal areafor the GEF, with about 40 per cent of the
alocations. The major focus of attention is currently the threats to forest ecosystems —
amost half the biodiversity allocations have gone to forest ecosystems. Maor new issues
concern coral bleaching (to address which a number of new country driven proposals are
under preparation and a coordinated World Bank-UNEP approach to research is under
way) and alien species. GEF is also closaly following the progress in the implementation
of the Barbados Program of Action of Small Island Developing States, and strengthening
this process through several initiatives and projects (in the Southern Pacific, Caribbean,
and Indian Ocean), addressing their priority concerns of coastal ecosystem protection. In
its dialogue with SIDs, GEF stresses the need for closer partnership through the Country
Dialogue Workshops, for strategic multi-focal demonstrations, and for an enhanced role
for focal pointsin the prioritization of GEF eligible projects.
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L ogging

30 Themajor operational issue concerns logging. GEF supports programs in
sustainable forest management, but this does not include any logging in primary forests.
The issue of whether GEF should support sustainable logging in secondary forests could
influence operations in the new Operational Program, Integrated Ecosystem
Management. In response to thisissue, the GEF Secretariat, in collaboration with STAP
and the Centre for International Research in Forestry (CIFOR), is undertaking a review of
the state of knowledge on biodiversity conservation in logged forests. The results of this
study would provide atechnical basis for operational guidance on thisissue.

Sustainability

31. TheM&E team has recently completed a thematic review, “Achieving
Sustainability of Biodiversity Conservation.” In addition, Program Managers have been
reviewing various design features that have been proposed in GEF projects to ensure that
the activities remain financially sustainable. A number of approaches have been
followed: cofinancing to indicate commitment of key stakeholders, trust funds to cover
recurrent costs, revenue generation, engagement of the private sector, and user fees.
These lessons and insights will be fed back into project reviews.

Program Support

32. Incoming years, thereislikely to be increasing emphasis on multi-year
programmatic support for country-driven biodiversity conservation programs. In these
approaches, GEF would be requested to provide multi-year support for heavily
cofinanced program that would be monitored against programmeatic indicators. Such
approaches should help to provide cost-effective sustainable conservation; country
programs have worked well in the ozone focal area, and programmeatic approaches have
also been proposed in renewable energy and for reducing nutrient and pollutant flows
into international waterways. There would also be emphasis on integrated land and water
management, especialy in Africa

CLIMATE CHANGE
Overall Delivery Capacity

33. Onemgor overal issue in the climate change focal area continues to be overal
delivery capacity. Large commitments to individual projects employing new technology
have tended to amplify the variability of the investment program. Although the World
Bank has committed itself to a Strategic Partnership with the GEF on renewable energy
(with possible Bank commitments of several hundreds of millions of dollars annually), it
IS now experiencing a contraction in the volume of its traditional project transactionsin
the energy portfolio and this may affect opportunities for GEF cofinancing. Offsetting
this trend though are the recently expanded opportunities for RDBs -- coupled with the
RDBs more traditional project-based portfolio in energy, these new opportunities should
expand delivery capacity to meet country demand for GEF assistance in climate change.
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Overall Demand

34. A second major operational issue is the maturation of existing portfolios. GEF
pioneers innovative approaches and will facilitate replication, so the demand for
financing is expected to shift from direct demonstration to replication of approaches that
have been well demonstrated. Certain energy efficiency and landfill projects are now in
this category. Demand for financing may increase in other areas though dueto
(@) thegradual opening up of the new investment areas (such as fuel cells for
stationary applications);
(b) the need to build capacity to absorb the technology and approaches
successfully demonstrated elsewhere;
(c) new operational programs (such as Operational Program #11 in transport);
and
(d) technica assessments (such as for wind and photovoltaics), that would help
define new areas of assistance. UNEP iswell placed to undertake these
assessments.” The assessments and the application methodol ogies devel oped
would be fed into the clearinghouse mechanism established under the UNEP-
GEF Strategic Partnership for the use of the agencies undertaking the follow
up country based work.

Barrier Removal

35. Themain operationsin thisfocal area are the barrier removal projects for the
promotion of energy efficiency and energy conservation measures and renewable energy
technologies as ways to reduce greenhouse gas emissions. The GEF approach is indirect:
creating, opening, and transforming markets for these measures and technol ogies by
removing “ barriers’ to their adoption. It is potentially very powerful, because it can
leverage considerable funding in follow up investments that do not require GEF funds.
By removing barriers, it opens the way for — but does not distort the market for — private
sector investors. The main operational challenges therefore are to monitor these follow-
on investments, to sustain the markets, to facilitate the replication good examples
elsewhere, and to continue to test new approaches.

36. Two changes of emphasisin these barrier removal projects are foreshadowed.
Instead of directly duplicating earlier GEF examples, GEF projects are likely to be
designed to facilitate their replication by financing the transfer of technology and lessons
from them, through twinning and other arrangements, and to lay the ground work for
their own replication elsewhere. One candidate for such replication is the ESCO
approach. The second change is likely to be the financing modality. Where the main
“barrier” to the adoption of a“win-win” technique is perceived risk, GEF can expand the
number of operations and obtain major GHG reductions very cost effectively by
guaranteeing to cover incremental costs that are realized (i.e., through contingent grants,
guarantee mechanisms etc.).

® See Annex D, paragraph 11 (b) of the Instrument. UNEP has the primary responsibility in catalyzing the
development of scientific and technical analysis.
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Renewable Ener gy

37. Inthe promotion of renewable energy specifically, the main issue is the need to be
more receptive to opportunities for income-generating renewable energy, such as plants
that supply or stabilize the grid, as thisis where the major opportunities for reducing
greenhouse gases lie. To date, off-grid photovoltaic power has been heavily emphasized.
Although thiswill clearly remain an important option for meeting national priorities for
rural development and poverty reduction, other technologies (such as biomass and wind)
will begin to receive greater attention.

38. Operational Program #7 aims to reduce the long-term costs of low GHG-emitting
technologies. For this approach to succeed, the costs of the technology must decline for
future users, as aresult of learning. Ideally, the lessons and data generated by each plant
would be used as inputs for the design of subsequent ones. This has not proved to be
easy. For example, there are four approved or planned solar thermal power plants with
incremental costsin the order of $50 million each. Although submitted at different times,
authorization and implementation delays have resulted in a bunching of implementation
that may prevent this. In future, the right balance between sequencing projects out (to
ensure that this learning can take place) and bunching them (to achieve needed critical
mass) needs to be determined.

Clean Coal

39. A second issue for this program is the impact of clean coal, or Integrated
Gasification and Combined Cycle (IGCC) technology. Advancesin IGCC and
supercritical coal combustion reduce the emission of GHGs in the short term through
energy efficiency. But in the longer term they make it more difficult for renewable
energy technologies to compete, because the fossil fuel baseline is by then more cost-
effective than it would have been otherwise (and the incremental costs for renewable
energy is thus higher). Trends in competitive fossil fuel technologies will be monitored as
an input to designing programs of renewable energy technology support.

INTERNATIONAL WATERS

40. GEF operations can address the degradation of the quality of transboundary water
resources from land-based sources of pollution (toxic substances, nutrients, sediments
and so forth). GEF can also address the degradation of physical habitat (wetlands,
mangroves, coral reefs etc.) caused by inappropriate management, the introduction of
non-indigenous species, and the over-exploitation of resources (such as overfishing and
excessive water abstraction).

Persistent Organic Pollutants
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41. GEFis carefully following the international negotiations on a protocol to phase out
persistent organic pollutants. Two projects are already exploring the dimensions of this,
and the Work Program before Council includes a UNEP project for a regionally-based
assessment of persistent toxic substances. Phase out projects can be designed that are
consistent with the existing program (OP#10) and incremental cost criteria are likely to
be relatively easy to apply (as the situation is conceptually similar to the phase out of
ozone-depleting substances). The main challenge for the GEF however will be to obtain
as well as mobilize additional resources commensurate with the likely country demand
for assistance once the program priorities are agreed.

Programmatic Approaches

42. Building on the success of initial activitiesin the Black Sea and Danube Basin,
UNDP, UNEP, the World Bank, and EBRD are now joining in a coordinated effort to
demonstrate ways to reduce nutrient discharges, the main threat to the Basin’s
ecosystems, through cleaner production techniques in industry, wetland restoration,
reforms in agricultural practices, tertiary water treatment, and policy and legal reforms.
Such a programmatic approach is intended to mobilize private sector investment, increase
coordination of effort, and reduce GEF transaction costs.

43. At thispoint in the implementation of the strategy, it isimportant to take stock of
the underlying assumptions. The Monitoring and Evaluation team is undertaking a
review of multi-country implementation mechanisms, with special reference to
international waters, as GEF project preparation in this focal area has experienced
difficulties and delays.

OzONE DEPLETION

44. It became apparent, in 1994, that few countries with economies in transition would
be able to meet the schedules of the Montreal Protocol for phasing out ozone depleting
substances. Shortly afterwards, GEF began operations in this focal area and allocated
about $120 million to cover the costs of the phase out in 14 such. More than 90 per cent
of their total consumption of these substances in has since been phased out. A recent
study™® concluded that GEF -- through its Implementing Agencies UNDO, UNEP and the
World Bank -- played a crucial rolein this phase-out. It achieved this not only by
providing much needed financial assistance, but also by making available technical
expertise, by supporting learning and dissemination of project lessons within each
country in aregional context, and by helping establish appropriate legal frameworks.
Although implementation has progressed more slowly than expected, most projects are
now close to completion and all operations would be complete by the end of the year
2000. Many of the remaining actions needed are likely to be commercially feasible (such
as conversions of chillers and commercial refrigeration sectors), but where the necessary
action is perceived to be risky, GEF would provide contingent financing.

1% For an evaluation of impact, see Sudy of |mpacts of GEF Ozone Activities, GEF/C.14/Inf.4
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45. Lessonslearned in thisfocal areawould be taken into account in other focal areas.
The lessons include that:

(@) thesupport for overall country programs complemented by sector
approaches;**

(b) thefocus on nationa priorities and the complementary national endeavors;

(c) theintegration of country, legal, economic, institutional, technical, and other
issues were effective and cost-effective;

(d) regional coordination of policy development on transboundary environmental
issues, and regional exchange of experience on common environmental
issues; and

(e) theability to address issuesin an integrated way in more than one focal area
(in this case, ozone depletion and climate change).

LAND DEGRADATION

46. Thelinkages between land degradation activities and the GEF focal areas are set
out in a separate paper before Council.*?

CAPACITY DEVELOPMENT

47. To ensure sustainability of global environmental action, GEF will promote capacity
development in recipient countries at the levels of the individual, institutions and
systems. In collaboration with the other Implementing Agencies, and the secretariats for
the Convention on Biological Diversity and the Framework Convention on Climate
Change, UNDP and the GEF Secretariat developed terms of reference for the Capacity
Development Initiative: a UNDP-GEF Strategic Partnership approved by the Council in
May 1999. An 18-month process of intensive consultations with countries and their
experts, bilateral and multilateral agencies, the GEF family, RDBs, and NGOs, the CDI
will result in a strategy and action plan for strengthening national capacities to manage
the global environment. Terms of reference for the initiative have been circulated to
Council, and implementation will commence once they are approved.

48.  The current GEF Operational Programs, Enabling Activities, and Biodiversity and
Climate Change Planning Support Programs all support capacity development in various
ways. The present question is whether the experience gained warrants a more
comprehensive, programmatic approach that would lead to more strategic impacts at the
country level. Such a programmatic approach to capacity development will facilitate a
process that emanates from within the country, is firmly rooted in country needs, and
engages the active leadership, participation, and ownership by the country.

49. The CDI would be divided into three stages: assessment, strategy development, and
development of action plans for biodiversity and climate change, including land
degradation as it relates to the two focal areas. The continual incorporation of new
information, inputs from recipient countries, guidance from the Conferences of the
Parties, and lessons learned makes the CDI an iterative process that demands information

11 See the proposed programmatic approach in Report on Incremental Costs, GEF/C.14/5.
12 See Clarifying the Linkages between Land Degradation and the GEF Focal Areas, GEF/C.14/4.
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sharing amongst all participants. Development of the strategy and action plans will
proceed on the basis of exchange of information, views and emerging consensus,
proposing a strategic approach for the international community to strengthen capacities
for biodiversity, climate change, and land degradation as it relates to the two focal areas,
while the action plans will highlight concrete measures that can be taken by the GEF as
one actor contributing to that strategic approach.

50. By creating a better understanding of the needs for capacity development and past
experience, the GEF envisions a process that will lead to a strategic approach to capacity
development firmly rooted in the present reality of developing countries. The result will
be a clearer understanding of the role for a new, comprehensive GEF capacity
development intervention that assists countries in developing individual, entity, and
system-level capacities for advancing global environmental objectives consistent with the
objectives of the Conventions on Biological Diversity and Climate Change.
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I1l. STRENGTHENING COUNTRY OWNERSHIP

51. GEF will assist countries to strengthen their ownership of global environmental
action and to link such action to their national priorities, because success will depend
critically on the involvement and commitment of the countries where such action takes

place.

52. Over the next three years, GEF will:

(@

(b)
(©)

Establish the basis for continuing dialogue through:

(i)  Country Dialogue Workshops in 50 countries;

(i)  Increased awareness and coordination within countries
catalyzed by the operational focal point and assisted by services
provided through Implementing Agency field offices;

(i)  Improved understanding of country needs and priorities as well
as knowledge of how to effectively respond to those needs; and

(iv) Strategy and action plans, and initial activities prepared
pursuant to those plans, to strengthen country capacity to
address global environmental challenges.

Develop, and apply in project reviews, indicators of country-drivenness.

Improve and expand understanding of the GEF (its objectives, policies and
procedures) and open channels of communication with a broad range of
stakeholdersin al participating countries, thus increasing the number and
diversity of actors contributing to GEF-financed activities.

53. Thereisalready steady increase in country ownership, country absorptive capacity,
and consequent country-driven demand for GEF funding. Thisincreased ownership is
affirmed by:

(@

(b)

(©)
(d)

(€)

counterpart funding for GEF projects— increasingly from local communities
and NGOs as well -- and other associated country commitments such as land
set aside for protection;

the rapidly increasing number of National Reports prepared for the
Convention on Biological Diversity, of nearly complete National
Communications to the Framework Convention on Climate Change, and of
countries eligible to receive finance through the financial mechanisms of the
conventions as a result of ratifications over the past five years;

the identification of priorities for implementation within each eligible country
as aresult of GEF-funded Enabling Activities;

the increasing experience that countries have of the GEF through project
development using Project Development Facility funds, as well as other
sources, and

the increasing levels of cofinancing for GEF activities from a variety of
ountry stakeholders.
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54. To strengthen this ownership, GEF will support critical country processes and build
general awareness at country level. GEF will enter a dialogue with its recipient member
countries to understand their national priorities and communicate its own strategy,
policies, programs, and procedures. This dialogue will assist the efficient programming
of GEF resources and help link global environmental action to local benefits. GEF will
also support constituencies and focal points, and ensure that project proposals are truly
country-driven.

COUNTRY DIALOGUE

55. The GEF has commenced a dialogue with a number of member countries, initiated
at their request, e.g., as preparation for multi-year programming support. In October
1998, the GEF Council approved a specific instrument that can be used in many cases to
begin the dialogue more formally: the GEF Country Dialogue Workshops, administered
by UNDP on behalf of the GEF family. These workshops will stimulate dialogue with
key national stakeholders with a view to strengthening country level coordination, raising
awareness of country needs and priorities, and enhancing GEF project preparation
capacitiesin GEF recipient countries. The three-year project has resources to cover
approximately 50 workshops, mostly at the national level, but with sufficient flexibility to
take advantage of cost-effective regional and sub-regional opportunities as well. The
project also has resources to ensure that the workshop materials are made available to all
countries (in print and electronically) in order to facilitate broader dissemination of
information and engagement with other stakeholders. The Secretariat, the three
Implementing Agencies, and the relevant Regional Development Bank will have the
opportunity to participate in the workshops. The Program Coordinator has commenced
work and is currently developing the training workshop modules. The first workshops
will take place in early 2000.

56. GEF will follow up each workshop by monitoring the results and will seek
opportunities to promote an ongoing dialogue, thus ensuring that the workshop results
further enhance country capacity to identify, propose, prepare, and implement GEF-
financed activities. The role of the GEF Operational Focal Point will be crucial not only
in organizing the workshop but in carrying on the dialogue, particularly with stakeholders
at the country level. It is therefore very timely that the Council approved in May 1999
administrative resources for the focal points (political and operational) to strengthen
country-level coordination activities. The availability of information will be improved by
channeling through the GEF Web site information on country accounts and other data
relevant to continuing the initial dialogue. Furthermore, a planned newsletter will further
support focal points in the exchange of results, ideas, and proposals to improve overall
awareness of possibilities to work with the GEF through its Implementing Agencies.
Likewise, the Implementing Agencies will be encouraged to work with countries to
develop project proposals responding to the priorities and needs identified at the
workshop by country participants.

FocAL POINT SUPPORT

57. The GEF focal points (political and operational) continue to have the main
responsibility for overseeing a country’s interaction with the GEF. Council at its meeting
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in May 1999 approved resources to strengthen the focal points, thereby directly
promoting better country level coordination, through services to be provided by the
field/regional offices of UNDP or the World Bank or by UNEP.

58. GEF Secretariat, in consultation with Implementing Agencies, alerted all focal
points to this opportunity and requested them to indicate the field office they wished to
work with. Focal point support, available for such activities as information access and
dissemination, communication, and consultation with interested stakeholders concerning
GEF project activities, will aim to complement GEF s other efforts to assist focal points
in working better with the GEF. The Secretariat will work with countries and
Implementing Agencies to ensure delivery of this assistance, which, by communicating
and consulting with interested stakeholders, may also benefit the Operationa Focal
Points in preparing the Country Dialogue Workshops. Furthermore, this support will
likely strengthen follow-up efforts in those countries that have hosted workshops.

CONSTITUENCY SUPPORT

59. The Council also approved at its May 1999 meeting resources to support Council
Members in their outreach with countries participating in their constituencies. Resources
have been allocated to promote such activities as information access and dissemination,
communication, and consultation and will be provided as services through afield or
regional office of one of the Implementing Agencies. The Council Members have been
requested to identify with which of the Implementing Agency field offices they wish to
work. This support enables the Council Members of recipient countries to more
effectively inform constituency members about GEF policies and programs. Such
improvements should lead to a more efficient exchange of information in preparing the
position of the constituency for GEF Council meetings.

60. Tolearn lessons and identify models for best practices on country-level
coordination, asurvey was carried out between July and September 1998 on the
functioning of political and operational focal pointsin recipient countries. It yielded a
high rate of response and some very interesting examples of how countries have
addressed the coordination issue. Preliminary results of the survey were before the
Council at its October 1998 meeting.™

61. To fully understand these best practices and highlight elements for dissemination,
the Secretariat will organize a workshop in early 2000. Opportunities presented by the
Country Dialogue Workshops will also be fully utilized, both to gather further
information on best practices and to disseminate information about them as it becomes
available.

COUNTRY DRIVENNESS

62. To ensurethat project proposals are truly country driven, and as recommended in
the Study of GEF’ s Overall Performance, the Secretariat has begun work

13 GEF/ C.12/ Inf. 17.
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(@) todevelop quantitative and qualitative indicators of country drivenness,
including stakeholder involvement, at different stages of the project cycle;

(b) to document best practices of stakeholder participation in GEF projects; and

(c) toincorporate the requirement for country involvement in incremental cost
negotiations into the Project Cycle. Specifically, the Implementing Agency
and in-country project sponsors, designers, and local executing agencies
should work collaboratively both to estimate incremental costs and come to
agreement on the financing. Special modules under preparation for the
Country Dialogue Workshops will also provide an opportunity to discuss the
incremental cost approach to a broad-based national audience and to build
country capacity, thereby enhancing participation in the estimation and
negotiation process.
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V. DEEPENING THE COMMITMENT TO GEF

63. Theinitial commitment of the Implementing Agencies to the GEF had been in
developing their GEF activitiesin areas of their institutional comparative advantage, as
recorded 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 global environmental
considerations into account in those programs. Progress on these issues has been
reported to Council by the Implementing Agencies.™

INDICATORS

64. Given the magnitude of the resources required for the global environment, the
Implementing Agencies will need to deepen their commitment to the GEF. Indicators
that would express the depth of such commitment in future would include:

(@) Direct cofinancing of GEF projects, leverage and mobilization of cofinancing
for GEF projects, foundational support for GEF projects from the regular
work program, replicate on their own successful GEF innovations, follow up
to the recommendations and opportunities from GEF projects in the regular
work program, policies incorporating global environmental considerationsin
the regular work program, and a regular program non-GEF financed activities
linked to global environmental priorities— all of which increase impact;

(b) Stewardship of partner agencies for joint management of the project cycle,
expanded opportunities for executing agencies, and collaboration with other
Implementing Agencies — al of which expand partnership;

(c) Useof institutional comparative advantage in GEF activities, participation in
strategic partnerships with GEF, staff familiarization efforts, extent to which
knowledge of GEF and the global environment is spread through the
operational units, and staff incentives and budgetary measures to promote
global environmental action — all of which promote institutional effectiveness
of GEF.

COMPARATIVE ADVANTAGE AND COMPLEMENTARITY

65. Relative strengths of the Implementing Agencies were identified in the Instrument.

(@ Therdative strengths of UNDP were identified as capacity building
(including institutional strengthening), technical assistance, and pre-
investment studies. UNDP's strengths are in its country presence, its
neutrality, and its brokering capacity.

(b) UNEP playsthe primary role in catalyzing the development of scientific and
technical analysis and in advancing environmental management in GEF-
financed activities. UNEP provides guidance on relating GEF-financed
activities to global, regional, and national environmental assessments; policy
frameworks and plans; and international environmental agreements. UNEP
provides the secretariat for STAP.

14 The latest report is the one from the World Bank, World Bank Group Environment Srategy and
Mainstreaming the Global Environment, GEF/C.14/3.
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(c) TheWorld Bank plays the primary role in investment, but also undertakes a
number of technical assistance projects. The World Bank also has mgjor
country presence, with many staff now resident in the field.

66. Many projects have benefited from a collaboration among the agencies that was
based on their complementary strengths. Occasionally though, competition occurred for
the same project, or the degree of interagency collaboration required was costly and time-
consuming particularly for the institutionally complex projects in international waters or
projects involving land degradation measures. UNEP has taken the lead in streamlining
the process by clearly defining the complementarity of its regular work program to the
GEF and the complementarity of its unigue mandate as an international organization in
charge of the environment. UNEP' s interventions in the GEF will thus be in accordance
with the Action Plan on Complementarity.

67. Both UNDP and the World Bank provide technical assistance on biodiversity. In
the biodiversity focal areain particular, UNDP-implemented projects and World Bank-
implemented projects are very similar in type and complexity. Oneissue that the fee-
based system should help resolve is the comparative advantage of these Implementing
Agencies in technical assistance (as the fees would now be negotiated transparently on
the basis of the product whereas administrative budgets in the past had been designed to
cover actual agency costs).

68. Maost country-based activities in biodiversity, whether implemented by UNDP or
the World Bank, is still focused on protected areas. The World Bank — with its
comparative advantage in regular investment operations in agriculture, fisheries, forestry,
and industry -- has much unexploited opportunity to support biodiversity protection by
addressing the economic root causes of itslossin the surrounding areas as well. GEF has
supported country case studies to identify root causes of biodiversity loss, and will now
encourage operations that incorporate global environmental concernsinto the regular
development portfolio.

COMMITMENT TO GLOBAL ENVIRONMENTAL OBJECTIVES

69. Deepening the institutional commitment of the operational partners has been under
discussion for some time. It involves the core commitments of the agency to incorporate
global environmental objectivesin its regular work program, to co-finance GEF projects
they implement, to replicate or follow up on successful GEF projects, and to leverage
other action. The Implementing Agencies report to Council periodically on this.

Core Commitments

70. These commitments will show that proposed GEF projects would build on, benefit
from, or be complemented by activities in the regular work program of the agency.

(@ Inthe case of UNDP, which implements the mgority of enabling activities
and many technical assistance projects, one challenge ahead is to understand
the true capacity development needs of GEF recipient countries, given their
various convention commitments and existing capacities. The Capacity
Development Initiative, a strategic partnership with the GEF, will help define

27



these, and results of this partnership will help shape and further enhance
UNDP's contribution in the GEF. It will also be important to understand the
way UNDP's general comparative advantage in capacity building is
manifested in specific regular activities on which their GEF project proposals
would build.

(b) Inits paper, Action Plan on UNEP-GEF Complementarity
(UNEP/GC.20/44), UNEP set out an action plan for its work within GEF,
which has been endorsed by both the UNEP Governing Council and the GEF
Council.

(c) It will beimportant to clarify the commitment of the World Bank to such
GEF-relevant areas as forests and climate change. Council expressed a
specific concern over the decline in World Bank-GEF climate projects.™
There had been an expectation of arise in such activity, following the
mainstreaming efforts reported in May 1999 and the renewable energy
partnership with GEF. Y et, at the same time, the World Bank is increasingly
orienting its regular energy sector activities along a poverty-focused strategy.
This strategy emphasizes poverty alleviation through policy adjustment and
investment, rather than via a traditional emphasis on input/output and loan
dollar volumes. The implications of these directions for future World
Bank/GEF financing need to be assessed but will depend importantly on how
well the objectives of the GEF operational programs match those of the
World Bank strategies. The recently approved sector strategy on energy and
the environment™® indeed implies alevel of World Bank/GEF activity in the
energy sector (10 projects over three years) that is about athird of the
recently projected level and well below recent performance.

(d) IntheWorld Bank Group, there has always been ahigh level of
understanding of GEF activities within IBRD, as evidenced by the fact that
GEF projects are administered by the regional units and are often associated
with regular operationsin many sectors. The IFC has chosen to administer
its GEF operations from a central unit and to engage external managersin
order to push knowledge of the GEF and global concerns directly into the
private sector.

Co-Funding

71. Cofinancing is always important for resource mobilization, but cofinancing from
the Implementing Agency is especially important as an indicator of institutional
commitment to shared project goals and therefore of likely success and the sustainability
of the project outcomes. As reported in previous Work Programs, cofinancing from
UNDP has been particularly weak, but UNDP is now committed to increasing its
cofinancing ratios.*’

13 Joint Summary of the Chairs, GEF Council Meeting, May 1999.

16 Fuel for Thought: Environmental Strategy for the Energy Sector, Sector Strategy paper, World Bank,
June 29, 1999.

YMainstreaming Global Environmental Issues; Report of UNDP to the GEF Council, GEF/C.12/4.
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Follow Up

72.  Animportant programmeatic goal has been follow up. The Secretariat will seek an
assurance from the Implementing Agencies, at the time of project submission, that it
would program appropriate follow up. Such follow up would include preparation and
financing of the activities recommended by an Enabling Activity or technical assistance,
and of activities needed to ensure that a demonstration project had its intended impact.

L everage and Partnering

73. Given the amount of action needed, other institutions would also need to commit
resources for the global environmental objectives. UNDP, given its constraints in directly
cofinancing GEF projects, is committed to coordinate UN agency investments for
synergy with GEF, to ensure that the basdline is effectively financed, to leverage funding
from multilateral and bilateral organizations, to leverage cost-sharing from recipient
countries and NGOs, and to negotiate private sector investments. RDBsin particular can
complement UNDP: their investment operations provide specific contexts for UNDP's
capacity building efforts and their regular work programs finance baseline activities.

STRATEGIC PARTNERSHIPSWITH GEF

74. Strategic partnerships between GEF and its Implementing Agencies'™ can further
deepen the partnership. These partnerships typically involve a more flexible and
programmatic approach to projects than the project-by-project approach of the Project
Cycle. Progress on these will be separately reported: UNDP will report progress on the
GEF Small Grants Programme using programmeatic indicators when an advance
replenishment is sought, the proposal for the Capacity Development Initiative and for
initial activities under the UNEP partnership went to Council for approval on ano-
objection basis. Thefirst country programs, the basis for the GEF-World Bank
Renewable Energy Partnership, would be included in Work Programs submitted to
Council Meetings.

STEWARDSHIP

75. Implementing Agencies have been working with Regional Development Banks to
share project cycle management for GEF projects. Progress after the first year of
operation of the new policy would be reported to Council in May 2000. Initial progress
is encouraging: eleven RDB proposals have been cleared for entry to the GEF Pipeline.
Discussions are still underway with the Trustee to streamline the transfer of funds to
RDBs for project preparation and for maintaining appropriate accountability to Council.
UNDP has been particularly active in assisting the RDBs, having accepted to implement
nine of the eleven proposals. The World Bank will implement the other two. UNEP will
play an increasingly active role in mobilizing the scientific and technical community in
support of global environmental objectives and the preparation of GEF projects. This

18 See Srategic Partnerships with GEF | mplementing Agencies, GEF/C.13/9
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work will build on STAP work with ICSU and others and would be carried out through
the strategic partnership in close coordination with the Country Dialogue Workshops.
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V. EXPANDING THE PARTNERSHIP

76. GEF will develop partnerships with the wide range of organizationsin order to
expand the capacity of the international system to supply the needed resources and
assistance for such an immense undertaking. To remain institutionally sustainable, GEF
must catalyze international action. This section describes the approach for mobilizing the
international system (using the relative strengths of each partner agency to leverage such
additional action), current issues, and GEF sinstitutional strategy. The GEF
Implementing Agencies have made impressive efforts to expand opportunities for
executing agencies within the GEF. They have worked with NGOs, RDBs, bilateral
development cooperation agencies, agencies of the United Nations system, and others.*

77. By thebeginning of FY 01, the Secretariat, Trustee, and Implementing Agencies
will have procedures for working with four Regional Development Banks to co-manage
the project cycle for selected GEF projects, and by the end of FY 01 at least ten such
projects including at least one from each RDB will have been presented to Council for its
consideration. Over the next three years, GEF will establish operational dialogue with
interested bilateral development cooperation agencies,; expand opportunities for
international organizations, bilateral agencies, and NGOs on project execution; and
systematically explore new partners and modalities for engaging the private sector.

REGIONAL DEVELOPMENT BANKS
General | ssues

78. As partner agencies of the GEF, four Regional Development Banks (RDBS) can
prepare and share their implementation of GEF projects on behalf of their eigible
member countries. These RDBs expand the capacity of GEF to deliver high-quality
projects, increase the diversity of ideas so central to the GEF s catalytic strategy for
protecting the global environment, and help mobilize complementary financing.

79. The RDBs have special expertise and regular work programs on which GEF can
build. With their regular work programs on energy, the RDBs share the major strength of
having a context in which to provide GEF support for aternative energy technologies,
currently aweak spot in GEF s ddlivery capacity. All RDBs should also be able to work
within their regular programs of natural resource management to support the
identification and elimination of the root causes of biodiversity loss, supplementing the
existing GEF focus on protected area management. In particular:

(@ TheAsian Development Bank (AsDB), for example, has considerable
capacity in the energy and transport sectors with a variety of projects that
have potential for GEF involvement. It prepares a number of urban
environment and air pollution projects that can help integrate GHG
mitigation, including aregional air quality protocol with UNEP for the
ASEAN countries. In addition to a growing pipeline of biodiversity
conservation and sustainable use projects across Asia, AsDB has severdl
coastal resource management projects that could be adapted to protect coral

19 See Expanded Opportunities for Executing Agencies, GEF/C.13/3
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reefs, wetlands, and marine biodiversity in South East Asia. The AsDB also
supports innovative agriculture, poverty reduction and land management
programs, with potential for land degradation control activities. The AsDB
emphasi zes sub-regional cooperative programs often with global
environmental dimensions, such asitsinitiatives in the Greater Mekong Sub-
region and South China Sea.

(b) The European Bank for Reconstruction and Development (EBRD) has
strengths in support for the private sector, privatization, and clean production
techniques. It could provide incremental risk financing coverage, support
joint ventures and market development, offer alternative bankable feasibility
studies for renewable energy technology and clean production techniques that
reduce transboundary water pollution, and innovate in other ways to
supplement the funds-based approaches already well represented in the GEF
portfolio. Through EBRD, GEF could influence the privatization of
industries and municipalities and build on regular programs for treating
industrial waste and reducing agricultural runoff in watersheds with
significant transboundary pollution issues. Areas of activity include the
Caspian Sea, the Baltic Sea, and the Black Sea and Danube Basin where GEF
has initiated a coordinated process. EBRD could work with small and
medium-sized private enterprises to adopt certification schemes for
sustainable management and biodiversity protection. EBRD’s help on
privatizing and refurbishing power systems in the former Soviet Union and
Central Asiawould provide a useful base for assessing those areas' longer
term prospects for alternative energy technologies, particularly geothermal
power and wind.

(c) The African Development Bank (AfDB) is strengthening its regular
environmental operations in Africa and its private sector department, and will
identify possible GEF synergies.

(d) Asnoted in the Program Status Review for biodiversity, although GEF
programs call for innovative examples of using indigenous knowledge, there
isnot yet a strong portfolio in this. The Inter-American Development Bank
(IDB), in addition to its regular program supporting energy and protecting the
environment and international waters, has an Indigenous Peoples Unit that
can work with member countries to pioneer such an effort. This activity
would strengthen GEF s programs and its responsiveness to member
countries demands. IDB also has special expertise in the region on disaster
preparation and relief efforts. Although GEF cannot provide disaster relief as
such, for which there are other and more appropriate sources of finance, it
could assist countries in adopting renewable energy as part of a more robust
power distribution system that is less susceptible to outages from natural
disasters than traditional, large, grid-based infrastructure. It could also help
mitigate the impact of future hurricanesin Central America and El Nifio
recurrences by protecting international watersheds from the land degradation
that leads to substantial transboundary siltation.

80. The RDBs often have country relations that are either especialy close or have a
particular focus. As part of its network of resident missions in member countries, the
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AsDB maintains a South Pacific Regional Office and has special relations with the South
Pacific Regional Environment Programme, on which additional GEF assistance to the
Small Island Developing States (SIDs) of the region could be built. Likewise, the IDB’s
relations with Caribbean countries will help to develop a more robust pipeline of support
for SIDsin their region. The IDB maintains country offices in al its borrowing member
states, and is especially active in the smaller and poorer countries.

81l. TheRDBs can help GEF leverage additional funds, both for project preparation and
project implementation. The major resources will be ordinary capital to support
necessary foundational work or baseline cofinancing for GEF projects. The RDBs also
operate alarge number of Trust Funds (thirty, in the case of IDB alone) that can support
complementary activities such as capacity building. The IDB operates both the
Multilateral Investment Fund, which could provide complementary support for private
sector initiatives, and the Sustainable Markets for Sustainable Energy project with
bilateral support, which could provide baseline support for GEF market-opening
initiatives under OP#6. Unusually for a multilateral development bank, AsDB has access
to substantial grant resources for both project preparation and technical assistance
(through the Technical Assistance Special Fund and the Japan Special Fund).

82. The RDBs thus offer significant opportunities for the GEF to boost capacity and
responsiveness, diversify approaches, and leverage resources. AsDB and IDB have had
previous experience with the GEF, and all four RDBs have participated in the GEF Staff
Familiarization Seminars. Since May 1999, RDBs have prepared high quality proposals
responsive to GEF policies and programs, and eleven RDB project proposals have
entered the GEF pipeline. However, there are currently two major challenges to ensuring
that the policy on expanded opportunities for the RDBs is implemented smoothly. The
first is enabling the timely transfer of resources to RDBs for approved PDF-Bs, a matter
still under discussion among the RDBS, the Secretariat, and the Trustee but likely to be
resolved soon. The second is aligning each RDB project in the pipeline with an
Implementing Agency that offers to be accountable to Council for project implementation
and to manage the added complexity of that process. The requirement for Implementing
Agency arrangements to be agreed upon at the time of PDF-B approvals may constrain
the ability of RDBsto fully capture GEF opportunitiesin their pipelines.

BILATERAL DEVELOPMENT AGENCIES
Co-financing

83. The Operational Strategy requires GEF to be catalytic, and each Operational
Program is built on the assumption that limited GEF resources will be used to
demonstrate innovative approaches throughout the scope of the program. Leverage of
resources and replications using other sources of finance are essential for the goals of the
program to be met. Part of GEF s program management function is to facilitate leverage
through its projects and replication by demonstrating innovative approaches and by
transferring lessons and best practice to others. Bilateral Devel opment Assistance
Agencies offer significant opportunities for the GEF to achieve leverage and replication.
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84. The Operational Report on GEF Programs demonstrates how Implementing
Agencies seek cofinancing through their normal channels. To further strengthen this
process, the Secretariat now publishes the GEF Pipeline so that project concepts are
publicly available no later than one Council Meeting prior to the occasion at which the
Council would be asked to approve the project as part of a Work Program. The advance
information assists bilateral agencies and others to identify appropriate cofinancing
opportunities well in advance.

Execution of GEF Projects

85. GEF encourages Implementing Agencies to share with bilateral agencies the project
cycle management for selected GEF projects to transfer their experience of preparing and
implementing projects that protect the global environment. The World Bank has
completed negotiations with KfW to permit the latter to implement GEF projects for
which the World Bank would be accountable. KfW would implement the full project,
India: Solar Thermal, and to be followed by others under discussion. All Implementing
Agencies would be encouraged to use bilateral agencies when appropriate.

Coordination and Complementarity

86. In each Operational Program, it is assumed that a range of development partners
will undertake operations that are mutually reinforcing. For example, in biodiversity, all
major root causes of biodiversity lossin a given ecosystem need to be addressed; in
climate change, market-opening activities should be pursued to remove all the significant
barriers to the adoption of win/win renewable energy technologies. Such goals require
proponents of GEF activities to coordinate and share data with several organizations. To
streamline this process, GEF will seek information from bilateral agencies on ongoing
and proposed activities that fall within the GEF Operational Programs. While previously
this has been done opportunistically, GEF now will formally compare its portfolios with
those of the bilateral agenciesin accordance with the recommendations of the Overall
Performance Study of the GEF. Thus, GEF invites the Secretariats of the CBD and FCCC
to do this jointly and the Development Assistance Committee of the OECD to facilitate it.

Replication

87. Where a specific innovative approach has been identified, GEF will try to facilitate
replication. Thefirst exampleisthe use of photovoltaicsin conjunction with hydro
storage, being developed in the IFC/GEF Philippines: CEPALCO project. GEF, through
the strategic partnership with UNEP and jointly with KfW, will study the replication
potential of this strategy in the World Bank Group, RDB, and bilateral agency portfolios.
Other areas for replication are methods of protected area management that can be shared
in the Latin America region.

Cooperation
88. From timeto time, GEF would share lessons and experience with interested
bilateral agencies. In the last year, GEF has received advice on the costs of implementing

projects, enabling the GEF to begin benchmarking its fees under the new cost-accounting
System.
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PRIVATE SECTOR

89. If the GEF isto leverage significant action and ensure the financial sustainability of
its actions, it will be essential to engage the private sector. Many GEF projects,
particularly in climate change, do in fact involve the private sector in obvious ways —
(@) directly through procurement; or
(b) indirectly by creating, opening, or transforming markets (e.g., in energy
efficiency or renewable energy technology) or by creating the conditions
under which innovative approaches pioneered by GEF become commercially
viable.

90. Some projects provide GEF funds to the private sector aswell. This haslargely
been through the IFC-executed private sector investment funds and other forms of
financial intermediation or delegated approval authority. These approaches have the
advantage of enabling quick responses to private sector interest but like many new
approaches present important operational challenges that need to be monitored during
implementation and factored into new project designs.®® One challengeis to ensure that
subprojects approved under such arrangements fully reflect the GEF programmeatic and
incremental cost criteria. Thisis especially challenging when, as in some cases, there are
long chains of communication from GEF through the Implementing Agency, the
Executing Agency, and Management Agency (sometimes offshore) to the ultimate client
and it will be desirable to evaluate success in this regard. Another challengeis contain
costs: administrative costs for private sector investment funds have been very high, partly
due to the need to deal flexibly with awide range of project types. Finally, it isacomplex
matter to ensure country-drivenness (in the sense of adhering to national priorities) for
the range of projects and countries covered under the same fund.

91. To provide a much more strategic focus for private sector participation in GEF, and
to address the concerns above, the GEF Secretariat will
(@) review the use of private sector investment funds, financial intermediaries,
and delegated approval authority;
(b) explore new modalities; and
(c) expand opportunities for new executing agencies that can bring a diversity of
experience and proposals to GEF (in particular, EBRD).

Modalities

92. Atitslast meeting, Council discussed a range of financial modalities that could
match the requirements of the private sector and the GEF.?* These modalities included
the barrier removal and investment fund modalities above, as well as the financing of
alternative feasibility studies, contingent finance and other guarantee instruments, and
public-private partnerships. Additional effort is needed to pursue the full diversity of
modalities and actors, and in particular to work with individual corporations rather than
to continue relying heavily on funds, financial intermediation, umbrella projects, and
other forms of delegated authority. GEF has had discussions with EBRD, the Asian

%0 See Funds and Trust Funds, GEF/C.12/Inf.5.
% Engaging the Private Sector in GEF Activities, GEF/C.13/Inf.5
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Development Bank, UNDP, UNEP, IFC, and the World Bank Private Sector Department
and will systematically pursue such modalities.

Recipient Country Private Sector

93. GEF will also renew its efforts to identify opportunities to work with and develop
private sector operations in the recipient countries, and report more fully on its operations
there. (There are many interesting examples of private sector participation in individual
project components that are not explicitly reported in the Operational Report on GEF
Programs.) Work has also begun on the strategy review of private sector investment
funds to identify emerging lessons and best practice.

I nternational Private Sector

94. GEF will aso investigate broader and more creative opportunities to work with the
international private sector. One way would build on current work on corporate
governance to develop international standards for corporate activities affecting the global
environment. If successful, this could be entirely paid for by the private sector and have
a powerful leveraging effect on private sector actions without having to spend GEF
resources on the international private sector itself. Various models could be used,
ranging from 1SO9000 to the World Commission on Dams. A second way would further
explore the strategic partnership concept (originally proposed to operate through
individual country programs for renewable energy). Private firms could be invited to join
open partnerships by the country to help define key issues and develop a program of
action. GEF assistance could still be limited to working with the country to remove
barriersidentified by the private sector and others, yet the private sector would help
define the problem and propose a solution from the start. As the partnership would be
open, no non-competitive advantages would be conferred on participants. Preliminary
inquiries indicate that both options would be welcomed by the private sector.

NGOs

95. The GEF-NGO partnership is unparalleled in any other multilateral financial
ingtitution. NGOs participate in the GEF in four broad areas of activities: (@) biannua
GEF-NGO consultative meetings, (ii) policy-related consultations and workshops, (iii)
project conception, preparation and execution; and (iv) outreach and communication.

96. The NGO community brings unique strengths to its partnership with the GEF.
NGOs contribute to the GEF processes the diverse views and perspectives of the
stakeholders they represent. Often, NGOs have a much greater knowledge of the local
challenges of integrating global environmental concerns into sustainable development.
Sharing this knowledge with the GEF can greatly enhance the effectiveness of GEF
activities. In policy-related consultations, an NGO perspective enriches the information
on which a sound policy can be formulated. Also, NGOs often have more flexibility in
their procedures and thus are better able to adapt to local conditions and needs. This can
give NGOs a comparative advantage in project execution, allowing them to fill gapsin
project execution. Thisis especialy evident in the medium sized projects and the small
grants program. Finally, NGOs are an effective and essential partner in promoting
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awareness of the GEF and in ensuring public involvement and broad stakeholder
participation in a project’s conception, preparation and execution.

97. Morethan 360 NGOs have been accredited to the GEF. Many arein regular
contact with the GEF, and GEF materials are disseminated to them on aregular basis.
During the business plan period, the GEF will:

(@

(b)
(©)
(d)

(€)

(f)

continuously seek to expand the number of NGOs accredited to the GEF and
to improve the dissemination of information to them through an improved
database and systems for el ectronic dissemination;

galvanize NGO support to broaden the impacts of the GEF outreach and
communication strategy;

actively involve NGOs in the Country Dialogue Workshops, thus providing
an important opportunity to reinforce their contributions at the country level;
continue to strengthen the role of NGOs in project development and
implementation, especially as executing agencies under the small grants
program and the medium sized projects, and ensure their rolein public
involvement and broad stakeholder participation in all project development
and implementation;

use the recently established NGO newsletter to keep the NGOs regularly
informed of GEF activities and to facilitate communication among NGOs,
and

contribute to national, regional and global NGO forums to deegpen the GEF-
NGO partnership.
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VI. MAINTAINING INSTITUTIONAL EFFECTIVENESS

98 Asthefoundation for globa environmental action and as a new model for
international cooperation, GEF commitsitsdlf to continuously improving the
effectiveness and efficiency of its own organization, relationships, and operations. To
maintain its institutional effectiveness, GEF will continuously improve:
(@ financia efficiency through application of the fee-based system and
management of the corporate budget;
(b) operational efficiency by streamlining its operations by systematically
monitoring and evaluating its operations; and
(c) partner responsiveness by sharing more data and information.

FINANCIAL EFFICIENCY

99. AtitsMay 1999 Meeting, the GEF Council approved the introduction and use of a
fee-based system to cover and reimburse the project implementation costs incurred by an
Implementing Agency in respect of GEF projects, to take effect from July 1, 1999.

Stabilization of Project | mplementation Costs

100. Under the fee-based system, following Council or CEO approval of a project (as
appropriate), the |A would be provided with afee that:
(@ isintended to cover the entire life-time implementation costs of that project,
ven in the case of a multi-year project; and
(b) isbased on aflat-fee structure that recognizes the four standard GEF project-
types (Investment or Technical Assistance or Medium-Size or Expedited
Enabling Activity).

101 Thisflat-fee establishes a fixed baseline implementation costs for each project-
type; with some flexibility to adjust for certain recognized and substantiated project-
variables through case-by-case review. Consequently, it is possible to determine, at the
outset, the total costs of implementing a project portfolio, which facilitates making the
necessary provision against available funds. For each annual Corporate Budget during
the Business Plan period, the fee-based system will facilitate the transparent and ready
determination of the total IA fees required for the implementation of the projects being
submitted for approval by Council/CEO.

102 Additionally, the fee-based system supports a transparent and methodical
computation of project implementation costs as the flat-fee is a function of the staffweek
cost of an IA's project staff (the fully-loaded cost of a project staff for a week); and a
project's staffweek coefficient (the total number of staffweeks required to deliver a
project - covering project development, preparation, supervision and evaluation). This
enables any changes in project implementation performance and costs to be directly
reflected in the fee provided to the 1As.
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Benchmarking of GEF’s of Project Cost Management Practices

103. Inthefirst half of FY 00, a benchmarking review of GEF s project cost
management practices, including its project implementation costs, was carried out against
anumber of external comparator organizations.” The key issues and concerns reviewed
and discussed confirmed that GEF s project cost management practices were more
methodical, rigorous, and demanding than those of most of the comparator organizations.
During the Business Plan period, GEFSec and the IAs will further strengthen GEF' s
financial management practices by reviewing and implementing, as appropriate, the
lessons learnt from the review.

Monitoring according to Standardized Cor por ate M anagement Activities

104. From FY 00, the primary business and operational activities of the GEF corporate
units have been standardized for enhanced management, monitoring and reporting of the
utilization of their budgeted resources. Corporate budgets for GEF units are now
substantiated in terms of the following corporate management activities:

(@) Institutional Relations

(b) Policy and Program Devel opment/Coordination

(c) Outreach/Knowledge Management/External Relations

(d) Management & Finance

(e) Monitoring & Evaluation
Through the Business Plan period, this activity breakdown will enable a more meaningful
analysis of the allocated budget; and, therefore, facilitate more effective management of
GEF resource demand and utilization.

Staff Resour ce and Activity Monitoring

105. In line with the enhancement of their financial management practices, UNDP-GEF
and UNEP-GEF Coordination Units have implemented time-reporting systems for their
staff activities, both corporate management and project-direct, in order to better monitor
and manage the delivery and cost of their corporate services. WB-GEF staff resources
already so report their activitiesin line with its parent agency’ s institutional practices.
Through the Business Plan period, the staff-activity time-data collected will be analyzed;
and, the implications of the outcome upon the annual Corporate Budget and the |A fee
structure will be reviewed and taken into account, if subsequent adjustments are deemed
relevant. This ongoing activity-based cost management will enable the establishment of
more relevant and meaningful relationships between resource input, cost-expenditures
and work program output and deliverables.

%2 See Progress Report on Benchmarking GEF Fees, GEF/C.14/Inf.4
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OPERATIONAL EFFICIENCY
Streamlining

106. GEF will continue to streamline its operations to increase impact and reduce costs.
Proposals for streamlining will be prepared in consultation with the Implementing
Agencies and would be based on an analysis of existing procedures. In preparation for
such a consideration, the Secretariat is updating the project cycle document to incorporate
subsequent Council-approved changes concerning M SPs, targeted research, the role of
GEFOP, selective delegation to the Secretariat of the endorsement review, expansion of
opportunities to RDBs, country involvement in incremental cost estimation, and the
preparation and publication of the pipeline. This updating is in accordance with Council’s
agreement, when approving the project cycle in 1995, “that the project cycle should be
updated as necessary by the Secretariat to reflect any additional policies approved by the
Council.”

MONITORING AND EVALUATION

107. The monitoring and evaluation function of GEF is central to achieving and
measuring impact. Aswith other corporate functions in the GEF, M& E tasks are defined
and distributed according to the principle that they add value to existing activities and are
integrated in the corporate GEF.

(@ Additionality. Monitoring and evaluation systems exist in the Implementing
Agencies; therole of the GEFSec Monitoring and Evaluation team is to
ensure that the policies and standards of the GEF are consistently met and
that the specific aspects of the GEF (e.g., programmatic impact, replication,
and incrementality) are monitored and evaluated on a GEF-wide basis. The
work of the M&E team is also distinct from but complementary to that of
STAP, which has a specific scientific and technical remit.

(b) Integration. Prioritiesfor M&E work emerge from the corporate GEF, i.e.,
from emerging issues identified in Program Status Reviews by the Secretariat
in consultation with the Implementing Agencies, as well as from their own
independent evaluations. Some monitoring is built into projects, some
carried out by Implementing Agencies as part of their management of the
project cycle, and some is undertaken jointly by the M&E unit and the
Implementing Agencies. Lessons are integrated into project review criteria
applied by the Secretariat to new proposals submitted for entry to the
pipeline.

108. Therewill be three main areas of M&E activity®® in the FY 01-FY 03 business-
planning period:

% The overall policies, framework, and scope of GEF Monitoring and Evaluation (M&E) activities were set
out in GEF/C.8/4Rev. 1.
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Monitoring and Evaluation Systems, Standar ds, and Guidelines

109. GEF monitoring and evaluation standards, guidelines, and good practice resource
materials will be completed in FY01. Thiswork has been guided by the Council decision
at the May 1999 meeting that all GEF projects were to have project completion,
evaluation, or assessment reports and that these reports were to be publicly accessible.

110. Animportant part of the M& E standards and guidelines work in this period will
continue to be the identification, testing, and use of indicators for the operational
programs. Thefirst phase of the work on indicators for climate change operational
programs was already completed in November 1999, and the indicators will be pilot-
tested over the last six months of FY 00 before the final selection. The first phase of work
on indicators for biodiversity operational programs is nearing completion. This work has
been carried out by Task Forces composed of staff from the GEF Secretariat and the
Implementing Agencies, guided on scientific and technical matters by STAP, and assisted
by international consultants. Substantial work will now commence on identifying project
level indicators for international waters. It isimportant that the Implementing Agencies
follow up in all focal areas by identifying project indicators at the project design stage.
Starting now, and continuing through FY 01-FY 03, progress on this will be monitored on
an annual basis. It is envisaged that there will be further discussions and testing of the
validity and reliability of the selected indicators throughout the period, and that they will
be systematically incorporated in the Program Status Reviews and in other reviews and
evaluations.

111. Staff working on all aspects of the GEF project cycle -- in the Secretariat, the
Implementing Agencies, the Executing Agencies, and counterpart agencies — need to be
involved in the preparation and extended use of M& E systems. The logical framework
approach now used in project design will facilitate broad participation at the project level.
The Secretariat and the Implementing Agencies will continue to work closely to develop
and refine the M& E systems, to evaluate projects and programs, and to share lessons and
best practice.

Reviews and Evaluations

112. Timely, objective, high quality reviews and evaluations will improve planning,
program management, and project design. Thiswill require a high degree of
participation and systematic feedback. In the business plan period there would be annual
Project Implementation Reviews (PIRS); occasional program, thematic, and crosscutting
evaluations; and an overall study of GEF accomplishments. Staff from the monitoring
and evaluation team, external consultants, or a combination of the two -- depending on
the issues under scrutiny and the particular context -- will carry out theses reviews and
evaluations.

113. Theannual PIR will comprise all GEF projects under implementation. It will be
complemented by selective thematic reviews, in which issues of special concern in the
four focal areas will be studied in more depth. In addition, GEF experience will be
compared and contrasted to other experience in order to validate and widen the relevance
of the GEF findings. The PIR will now be timed to provide inputs to the Program Status
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Reviews, upon which the Corporate Business Plan (and subsequently the Corporate
Budget and STAP Work Program) would be based.

114. The annual evaluation program will focus on GEF s operational principles and
policies, topics requested by Council, and emergent issues that the Secretariat and the
Implementing Agencies identify in the Program Status Reviews. Increasingly, as the
portfolio matures, issues of impact will be analyzed. A systematic coverage of all the
important issues will be planned to feed into an envisaged evaluation of GEF s overall
accomplishments towards the end of this replenishment period.

Extended Dissemination and Outreach

115. Feedback on lessons learned and good practice material has till now mostly
centered on institutions and persons involved in GEF programs and projects. As GEF
partnerships are extended and number of participants in the countries increase, e.g. asa
result of the Country Dialogue Workshops, the M&E outreach strategy will reflect the
extended need for the dissemination of results and lessons learned. This will guide the
required work on trandations, production of user-friendly materials, extended use of
hardcover and e ectronic distribution materials, including website and two-way linkages
with organizations and networks.

OUTREACH, KNOWLEDGE MANAGEMENT, AND EXTERNAL RELATIONS

116 GEFSec, with IA collaboration and participation, plans to continue to implement its
strategy and action plan for greater outreach and communication to improve the
communication flow between the GEF and its multiple stakeholders through a series of
country-level outreach activities reinforced by multilingual learning material, the best use
of print and e ectronic technologies, media coverage and supportive events at the local,
regional and international levels. It is expected that the comprehensive strategy will serve
to integrate the diverse initiatives that have been undertaken to date, and that those
involved in implementing the strategy will seek to incorporate the lessons learned from
earlier activities during the progressive implementation of the strategy.

117. Activitieswill include provision of GEF displays and special workshops at
convention meetings, audio visual program of television and radio broadcasts, enhanced
media relations and delivery of a quarterly NGO newsletter. In the business plan period,
the GEFSec and Implementing Agencies will explore the feasibility of developing other
publications and material in its continuing efforts to reach the broadest possible audience.

| mpact

118. Outreach and communication are essential elementsin achieving and sustaining
impact.

(@) Each new project now budgets for its own communication component and
project staff will be encouraged to participate in outreach within country and
internationally and to prepare materials, including videos, for the general
public and media;

(b) Asthefocus of projects within each operational program shifts from
demonstration to dissemination of lessons learned and facilitation of
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replication, there will be a need for increased outreach on project lessons.
Much of the operational information to be disseminated will be concerned
with technology or scientific and technical issues specific to afocal area.
Dissemination of thisinformation will be enhanced by specific projects or
project activities aimed at facilitating replication of lessons learned in earlier
GEF-financed activities;

(c) To give GEF stakeholders easy access to information on lessons learned, the
redesigned GEF web page will have the capacity for both static information
and interactive sessions. For those who may not yet have the technological
facility, hard copy material will continue to be disseminated.

Country Ownership

119. Outreach and communications are also essential tools in building awareness and
support at country level.
(@ Material will be developed for the country dialogue workshops, including
user-friendly versions of principal policy documents;
(b) Focal points will be supplied with essential documents and material;
(c) GEF soutput of general outreach material will reflect ssimilar styles and
themes as those produced for the country dialogue workshops, particularly
the emphases on simplicity of language and consistency of format.

I nstitutional Effectiveness

120. Toimproveinstitutional effectiveness, the GEF Secretariat

(@  Will organize a Staff Familiarization Seminar twiceayear. Thisisto
acquaint new staff with GEF strategy, policy, programs, and procedures;

(b)  Building upon the redesigned GEF web site and the provision of services to
country focal points through an Implementing Agency field office, move
towards making electronic publication as the primary form of information
dissemination, with hard copy publication supplementing it where electronic
access is inadequate;

(c) Rationalize the GEF family of publications. Through the country dialogue
workshop project, an inventory of al publications is being prepared, and with
the Implementing Agencies, we are reviewing the GEF family publications
with a view to agreeing on a coordinated and cost-effective approach to
future publications; and

(d) Through clear guidelines, gain more consistent acknowledgement of GEF
financing in ongoing project activities.

RESPONSIVENESS TO INFORMATION NEEDS OF PARTNERS

121. GEFisabold international experiment. Its unique structure and the diverse, open,
and transparent partnerships that it is pioneering require many new management
techniques. Modern information (particularly Web-based) technologies can underpin this
structure and these partnerships in ways never before possible, and it is now absolutely
vital for GEF to develop and integrate its information systems in such away as to support
its partners, global mandate, unique international structure, and specific strategic
priorities.
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122. The GEF differs from traditional, more inwardly focused institutions in that it
works for sustainable impact by consciously developing the capacity of its main partners
—the recipient member countries; it works through and supports awide variety of other
external partnerships all over the world; and it operates in complete transparency,
disclosing all non-confidential information.

Specific Information Needs of Partners

123. Inthelight of the strategic objectives for GEF s next Corporate Business Plan
period (FY01 — FY03), GEF must use its management and information systems to
strengthen:

(@) thecapacity of its recipient member countries to access and share information
on the global environment, the GEF and GEF operations, and operations of
partner organizations working to implement environmental conventions
through GEF activities (e.g., conservation and sustainable use of biodiversity
and promotion of energy efficiency and renewable energy technologies);

(b) theability of Bilateral Development Cooperation Agencies to exchange
information with GEF on global environment operations; to compare
portfolios, impacts, and lessons with each other and GEF; to replicate
successful GEF projectsin their regular programs; to work with GEF
Implementing Agencies on managing the project cycle; to obtain timely,
comprehensive upstream information on project concepts in order to
coordinate related efforts, explore cofinancing, and share technical views,

(c) theabhility of the secretariats of two international environmental conventions
to add and link their documents and other relevant information to the
database of their financial mechanism (GEF) and vice versg;

(d) theability of the Implementing Agencies, the Regional Development Banks,
NGOs, other executing agencies, and operational partners to exchange
operational reports and data, thereby streamlining operations and further
expanding the opportunities for organizations to participate in the operationa
work of GEF,

(e) theability of member countriesto track the progress of their GEF projects
through the Project Cycle, and to track financial data on projections,
alocations, commitments, procurement, and disbursements; to obtain data on
GEF projects, to undertake portfolio searches according to the GEF project
review criteria (sustainability, replicability, public involvement etc.), and

(f)  theaccess of the public worldwide to GEF reports, project pipelines, lessons
notes, database, and information on the global environment.

Current Situation

124. This major upgrading would build on current efforts. Currently, GEF maintains
and publishes a project pipeline and the Operational Report on GEF Programs; has a
separate desktop database to support internal reviews; provides limited support, including
initial internet access, for operational focal points and constituencies; and services a task
force that defines data needs. It is now redesigning its Web site for friendlier access
throughout the world, and will commence a major partnership with UNDP — the Capacity
Development Initiative — to assess the overall capacity needs of its recipient member
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countries for global environment action. The six GEF units use individual systems, and
the Secretariat uses the management and information systems of the World Bank for
internal purposes (staff and Secretariat budget administration).

125. The external systems should reflect the unique GEF criteria and operational
environment of the Secretariat and its multiple external constituencies, and cannot be
based on a single platform provided by any one of its constituent agencies (such as the
World Bank) for their own operations. The current GEF project systems are using
desktop software; this severely constrains integration, leads to instability under heavy
traffic, and cannot be accessed adequately by external partners.

126. A comprehensive, integrated, robust, secure, and user-friendly management and

information system will be developed as a one-time special initiative to meet the above
objectives.
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VIl. MANAGING RESOURCES

127. This section discusses the resource management impact and implications for the
FY 01-FY 03 Business Plan period in terms of the projected budgetary requirements for
the planned project portfolio work program and related corporate management functions.

PROJECTED WORK PROGRAM GROWTH IN GEF ALLOCATIONS

128 Overal GEF alocations have been projected to grow at about 15 per cent per year
overall, consistent with expansion in country demand and in delivery capacity in the
Implementing Agencies supplemented by executing agencies. However, this growth will
vary considerably between programs, projects and organizations as a result of:
(8) steady expansion in the biodiversity and major growth in delivery in climate
change projects;
(b) achangein the funding profile in international waters as earlier work matures
and new priorities emerge;
(c) asteep declinein ozone projects as eligible countries within the GEF strategy
complete the phasing-out ozone-depleting substances over the next few years,
(d) some expansion in small grant projects resulting from gradual increasesin the
countries participating in the GEF Small Grants Programme and in the
activities within each country;
(e) amagor expansion in medium-sized projects (M SPs) as countries and
organi zations become more familiar with GEF requirements® pertaining to
such; and
(f)  continued demand for Enabling Activities as countries request additional
assistance for the priorities identified by the Conferences of the Parties for
the Conventions (COPs).

129. The estimated overall resources required to support these growth projectionsin
GEF swork program, over the Business Plan period, are summarized in the following
table. The proportions of the Work Program attributable to the Implementing Agencies
may be affected by shiftsin their regular work program priorities and by the extent to
which they develop operational partnerships with RDBs and other executing agencies.
The trend is expected to be clearer in May 2000, when the last FY 00 Work Program
would be submitted and Secretariat would review progress on expanded opportunities.

2 See GEF/C.12/Inf. 7
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Table 2: Projected Program Resource Requirements

Program FYo8? Fyos® Fvy99® Fyoe® Cumul. Fyoo® FYo1® FY02® FY03°©
Projected Actual Projected Actual t0 projected Projected Projected Projected
6/30/1999
Biodiversity
OP#1 23 42 20 32 40
OP#2 34 21 20 68 60
OP#3 59 60 70 72 60
OP#4 21 13 15 16 15
OP#12 N/A N/A N/A N/A N/A 0
EA-B 13 9 7 5 15
STRM-B 5 5 4 0 5
155 150 136 193 195 225 250 300
Climate
Change
OP#5 39 43 40 40 55
OP#6 112 59 40 3 60
OP#7 48 0 33 48 35
OP#11 N/A N/A 0 N/A 0
EA-CC 9 12 3 6 15
STRM-CC 8 21 3 9 4
216 135 119 136 169 225 250 300
International
Waters
OP#8 18 22 20 47 40
OP#9 29 25 50 38 35
OP#10 31 7 25 32 15
OP#11 N/A N/A N/A N/A N/A
78 54 95 116 90 100 100 100
Ozone 23 13 35 35 6 5 0 0
Multifocal 3 4 35 37 20 25 30 30
TOTAL 475 355 420 518 480 580 630 730
[600 9

a. GEF Corporate Business Plan FY 98-FY 00
b. Secretariat database '
¢. GEF Corporate Business Plan FY 00-FY 02.
d. GEF Corporate Budget FY00. Implementing Agencies had projected sharply higher totals for FY 00.

e. Trend based on demand growing at 15 per cent p.a.., biodiversity and climate shares historical shares, and international waters and

ozone based on expected pipeline.

WORK PROGRAM IMPLICATIONS

130 Thefollowing factors are will drive growth of the GEF work program and its
resource requirements.

Project Portfolio Growth

131 Thereare currently 621 projects under implementation. The GEF-funded work

program will continue to increase as a result of increased country demand, and matching
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growth in supply capacity is expected from the expanded opportunities provided to
executing agencies. Thereisamajor shift to MSPs.

Strategic Partner ships and Programmatic Approaches

132. During the Business Plan period, UNDP' s and UNEP s GEF Coordination Unit
will manage and coordinate the development and implementation of activities funded
under the GEF Strategic Partnership initiatives. These activities tend to be of along-term
nature and are expected to evolve over time. A number of specific activities that respond
to GEF corporate demand is under discussion between UNEP/GEF and GEF Secretariat.
Several of these activities are pilot, start-up or planning tasks. The World Bank’s
immediate priority is to develop specific proposals for the World Bank-GEF partnership
on renewable energy and on land-water linkages (together with UNDP and UNEP). The
Implementing Agencies and GEF Secretariat also proposes to explore possible
programmatic approaches in the areas of biodiversity conservation and international
waters protection.

Expanded Opportunities for Executing Agencies

133. The expanded opportunities initiative envisages substantive collaboration between
the three Implementing Agencies and other development/executing agencies, including
four regional development banks (i.e., AfDB, AsDB, IADB, EBRD). UNEP-GEF has
initiated added efforts, pursuant to its Action Plan on Complementarity, to establish
partnerships with multilateral banks, NGOs, specialized agencies, private sector
organizations, environment convention secretariats, scientific organizations and STAP.
The World Bank will seek to expand its collaborative arrangements with regional
development banks, and other multilateral and bilateral donor agencies on
implementation and execution of GEF projects. Such collaboration opportunities, while
ultimately country-driven in nature, will be promoted through regular project pipdine
consultations between the Bank’ s regional operational units and the potential GEF
executing agencies. Bank collaboration with other donors on GEF projects will need to
be an integral part of the Bank’s assistance dialogue with the recipient country.

CORPORATE MANAGEMENT FUNCTIONS AND ACTIVITIES

134. The GEF FY 00 Corporate Budget established a reference service leve for the
corporate management activities to be delivered by the six GEF corporate units — the
three Implementing Agencies GEF-Coordination Units, STAP Secretariat, Trustee and
GEF Secretariat — and the related budgetary resources required. Resource requirements
will be influenced by the changing nature of work including efficiency gains achieved
through GEF streamlining and the respective Implementing Agency’ s parent
organization. Corporate initiatives, such as the fee-based budget system, expanded
opportunities for executing agencies and the strategic partnerships, will either contribute
to or be offset by the efficiency gains from streamlined GEF operations, processes and
systems.

135. The three major work program implications -- project portfolio growth, strategic
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partnership, and expanded opportunities -- will influence the corporate management
functions and activities necessary to support their effective and efficient implementation.
Workloads will be monitored in order to gauge this effect.

I nstitutional Relations

136. For the Business Plan period, the six GEF Units will continue to (a) participate in
Assembly, Council meetings, Conventions, related seminars/forums/consultations, GEF
Interagency Task Forces and consultations; (b) prepare all necessary inputs and
documents related to GEF governance, operations, policy, and strategies; and (c) report to
Council, as required.

Policy and Program Development and Coordination

137. GEF Secretariat will continue to provide policy leadership in the development of a
high quality portfolio of projects in line with the strategic focus of the operational three-
year Business Plan. Efforts currently underway on incorporating global environmental
objectives into regular work programs will continue. GEF Secretariat and the IAs will
take steps to expand partnerships activities, cooperate through Interagency Task Forces
and other forums, and work closely with STAP.

138. The GEF Coordination Units of the Implementing Agencies will assist in:

(@) screening project concepts and proposals and advising project proponents on
GEF digibility, policies, and procedures,

(b)  monitoring, supervising, and reviewing the Implementing Agencies GEF-
financed portfolio;

(c) participating in GEF interagency task forces (e.g., standing task forces related
to the GEF focal areas) and ad hoc operational issues working groups (e.g.,
on incremental cost and project cycle);

(d) incorporating global environmental objectives into Implementing Agencies
regular work programs, including effective dissemination of GEF policies
and procedures within their respective organizations;

(e) coordinating dialogue on GEF matters within their agencies and with the
GEF Secretariat;

(f)  coordinating the efforts of their agencies in broadening and deepening
collaboration with Regional Development Banks and other executing
agencies and partners, including negotiating formal frameworks with such
partners,

(g9 developing with and implementing their respective strategic partnership
initiatives and ensuring that they are sufficiently anchored in the relevant
operational units within their agencies. Experience to-date already suggests
that these operational initiatives demand substantive ongoing staff
involvement and attention.

139. STAP maintains aroster of experts, which isimportant for the expanding project
portfolio and which needs to keep up with the new areas of GEF operations (e.g.,
transport, integrated ecosystem management) and be made available to the new executing
agencies. STAP also has an important role in strategy and policy through selective
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project reviews and reviews of critical scientific and technical issuesidentified in the
Program Status Reviews as having major operational significance (currently such issues
include sustainable logging, sustainability, and technology learning curves).
Contributions to special policy studies may be needed in addition to regular STAP
workshops. Building an effective bridge to UNEP s regular work program will be a
gpecial challenge in the next year.

Outreach, Knowledge M anagement, and External Relations

140. GEF Secretariat, with Implementing Agencies collaboration and participation,
plans to continue implementing its strategy and action plan for greater outreach and
communication.”® UNDP will develop and deliver at its headquarters Focal Point
Training; organize Resident Representative Cluster meetings; and develop its
UNDP/GEF web-site with alink to the redesigned GEF web site. UNEP will develop a
cohesive and coherent approach to communications and information dissemination in
order to increase the level of awareness of the role of UNEP within the GEF, as well asto
ensure better quality information on program and project performance. The World Bank
will actively support the implementation of the various elements of GEF outreach and
dissemination. All Implementing Agencies are contributing to the preparation and
organization of the Country Dialogue Workshops as well as country focal point activities,
at the request of individual countries.

M anagement and Finance

141. GEF Secretariat and the Implementing Agencies' GEF Coordination Units are
responsible for managing their respective work programs, allocated funds and budgetary
resources; administering their human resources; developing and implementing common
financial management policies and practices; seeking appropriate legal advice and
comment; and reporting, as required, to Council and Trustee. During the Business Plan
period, GEF Secretariat and the Implementing Agencies GEF Coordination Units plan to
collaboratively enhance and refine the fee-based system; continue enhancement of
corporate financial management; develop performance indicators; commission an
independent review of selected GEF projects; implement a project and financial database;
and operationalize the strategic partnerships, expanded opportunities, and other initiatives
approved by Council.

Monitoring and Evaluation

142 The GEF Secretariat Monitoring and Evaluation Unit will focus on developing and
incorporating monitoring and evaluation systems for GEF' s project portfolio, including
program and project performance indicators, evaluations, and dissemination. The
Implementing Agencies continue to be responsible for overall monitoring and evaluation
of their respective project portfolios while their GEF Coordination Units support and
participate in the corporate monitoring and evaluation activities and coordinate

% As recommended in the Study of GEF's Overall Performance as well as in the Statement of the
Assembly; and as approved in the FY 00 Corporate Budget.

50



contributions to the annual Project Implementation Review. The corporate M& E work
includes program-level monitoring (annual); development of program indicators,
participation in “thematic reviews’ and other cross-cutting evaluation studies (3-5 new
studies are anticipated per year); participation in Steering Committees; development and
dissemination in-house of portfolio lessons. Experience over the last few years indicates
that the overall monitoring and evaluation work program has grown substantially, and
will continue to assume an increasingly larger share of GEF Coordination Units
activities and resources. During the Business Plan period, efforts will be made to ensure
that future monitoring and evaluation work programs provide true value-added to the
corporate objective of deriving and disseminating lessons learnt; and, that it is firmly
anchored in GEF s Business Plan strategies.
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ANNEX |. CORPORATE BUSINESS PLANNING

1. The GEF Corporate Business Plan is arolling three-year plan of operations for
implementing the GEF Operational Strategy.?® It is produced annually, and covers the
GEF as a corporate entity by integrating the activities of its six constituent organizational
units: the three Implementing Agencies (UNDP, UNEP, World Bank), the Scientific and
Technical Advisory Panel (STAP), the Trustee, and the Secretariat. It also describes an
expanded role for executing agencies in implementing the activities of GEF.

2. Inaccordance with the Operational Strategy, each GEF activity either contributes to
one of the Operational Programs or meets the operational criteriafor Enabling Activities
or Short Term Measures.?” The Corporate Business Plan is therefore determined
strategically by needs set out in these Operational Programs and by expected demand for
Enabling Activities and Short-Term Measures. The rate of operational delivery is subject
to (a) the overall envelope of resources expected to be available to meet the projected
country-driven demand over the planning period, and (b) the current capacity of the GEF
to deliver quality projects and its potential capacity under the assumption that expanded
opportunities are provided to executing agencies. The Plan takes into account the inputs
of the Implementing Agencies, including inputs that have been provided through the
focal area Task Forces that have reviewed the status of the programs.

3. Oncereviewed by Council, the Corporate Business Plan becomes the basis for the
organizational units of GEF for programming their operations and for deploying staff and
other resources. It is thus the major input to the annual GEF Corporate Budget, which is
prepared six months later in the spring. 2

4.  InFY97 project portfolios were in transition because of the lead time required to
adjust pipelines to the Operationa Strategy. In FY 98 programming and tracking had the
full benefit of this strategic framework and of the reference documents on each of the
Operational Programs.?

PRINCIPLES USED IN GEF CORPORATE PLANNING

5.  Asin previous years, a number of general planning principles have been used to
prepare the Corporate Business Plan as a specific plan to implement the Operational
Strategy:

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

" The Operational Programs and the operational criteria defining the Enabling Activities and the Short
Term Measures are revised periodically to respond corporately to the guidance of the two conventions the
GEF serves, the Convention on Biological Diversity and the Framework Convention on Climate Change.
B AtitsM ay 1995 meeting, the Council approved a corporate business planning/budgeting approach
involving a three-year business planning cycle and an annual budget as proposed in Council document
GEF/C.4/4, GEF Business Plan FY96-97 and Budget FY96. According to this decision, at the second
regular meeting of the Council each calendar year (October/November), a three-year rolling business plan
would be presented to the Council, and following Council guidance on the work program, a detailed
corporate budget would be prepared for the coming fiscal year and presented for Council review and
approval at the first meeting of the following year (April/May).

% GEF Operational Programs, Global Environment Facility, Washington, D.C. : June 1997.
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Principle 1: Integration of planning

6.  Thevarious planning processes of the GEF are integrated. The GEF Operational
Srategy™ established a number of Operational Programs, Enabling Activities and
Short-Term Measures which will be developed and managed as GEF programs. The GEF
Corporate Business Plan is arolling three-year plan of operations for implementing this
strategy. In turn, the GEF Corporate Budget will be based on the substance of the
business plan. Other specific work plans -- such as those for the Secretariat, for
monitoring and evaluation, and for STAP -- will be based on the concerns and issues
articulated in the business plan.

Principle 2: Corporate identity

7.  Because the business plan is concerned with meeting the substantive needs of each
program of the GEF, the primary unit of analysisisthe program. The corporate goals
have been identified first as a basis for the planning by each of the six organizational

units and for Council decision-making. For the first time, expanded scope for executing
agencies to engage in project development, preparation, and supervision of GEF activities
is also discussed.

Principle 3: Cost-effectiveness

8.  Planning is based on the assumption of continued improvements in cost-
effectiveness, including actions set out in the Action Plan on Follow-Up to the Overall
Performance Sudy on integration, leveraging, incremental cost financing, streamlining,
and partnership.

(8 Integration. Integrating the global environment into the core work of the
Implementing Agencies will be ahigh priority. Following the GEF Council
Meeting in New Delhi in March 1998, the CEO wrote to the heads of the
three Implementing Agencies inviting their organizations to prepare action
plans for integration. These are presented separately by each Implementing
Agency for Council consideration.®

(b) Leveraging. Following the recommendation in the Overall Performance
Sudy of the GEF on this issue,* increasing attention will be given to
associating GEF financing with others sources of finance, such as
Implementing Agency resources (UNDP's Target for (c) Resource
Assignment from the Core and other resources managed by UNDP, regular
Bank loans and guarantees, and cofinance; and UNEP' s programs) and to
complementary sources. The Operational Report on GEF Programs contains
preliminary information on leveraging, but it is recognized that further work

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

3 Papers GEF/C.12/7, 8, 9. For earlier commitments, see Conclusions of GEF Heads of Agency Meeting,
June 19, 1996, Washington, D.C., (GEF/C.8/Inf.6).

32 Section |1 D: “Leveraging Additional Resources.”
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also needs to be done to refine the definition of leveraging, as recommended
in the study.

(d) Incremental cost financing. Improved application of the incremental cost
approach by the Implementing Agencies will lead to more efficient project
design and more effective use of GEF resources. The Secretariat has reported
progggss on the cooperative development of simpler guidance on incremental
cost.

(e) Streamlining. The Secretariat and the Implementing Agencies have proposed
further “streamlining” in the GEF project cycle.® Many of these are being
put into practice now; others require Council approval. Improved operational
efficiency through learning and improved administrative efficiency will raise
productivity and lower costs.

()  Partnership. Long term partnerships, in the context of the Operational
Programs, with Implementing Agencies, NGOs, bilateral agencies, the
private sector, and other potential executing agencies will expand the delivery
capacity of GEF. The reduced transaction costs of programming in a more
strategic way and the competition from expanded participation can be
expected to reduce the unit costs of implementation. The Operational
Programs would be the natural frameworks within which such partnerships
could be developed over the next few years. In some cases, such as with
unitsin the Implementing Agencies, it may be possible to enter partnerships
in order to both mobilize greater cofinancing and reduce GEF processing
costs. In other cases, including those with the private sector, it may be
appropriate to explore partnerships that promote synergy through cooperative
planning and the sharing of information and experiences, rather than through
direct GEF financing. Partnerships will be akey element in any plan to
stabilize the GEF administrative budget, an objective set by the last Council
meeting.

Principle4: Steady, stable growth

9.  For the GEF Work Program to be sustainable, changes from year to year need to be
as smooth as possible. This principle was introduced in the FY 97 Budget Paper and
supported by the Council as along-term principle appropriate for operating a financia
mechanism as a going concern. Steady, stable growth was believed to help the
Implementing Agencies deliver high quality projects to implement the Operational
Strategy as both countries and Implementing Agencies gain experience with GEF and as
information improves through national communications, plans, and strategies about
country priorities. Steady, stable growth has not been possible, as ddivery is currently
flat. However the planning has proceeded on the basis that there is growth in country
demand and that delivery capacity can expand to match it if GEF expands the
opportunities for executing agencies to implement GEF activities. A steady, stable
expansion can be accomplished this way without compromising quality or policy
consistency and without overstretching administrative capacity to absorb new agencies.

3 GEF/C.12/Inf.4
3 GEF/C.12/12
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Principle 5: Realism

10. Improved data and growing experience with planning and programming the past
three years are helping develop more redlistic projections in project numbers and
financing requirements of projects. In previous years, overall delivery of GEF projects
had fallen short of projections. More realistic assessments of capacity should now also
facilitate budgeting as costs of project processing become more transparently linked to
budget requests under the improved cost accounting approach currently being developed.
In this year’s business plan, the previous projections, current pipelines, and actuals are
included to provide feedback on the realism of past projections.

Principle 6: Flexibility

11. Asconvention guidance concerning policies, strategies, and program priorities
develops and as new information becomes available, the GEF will continue to respond
flexibly within the framework of its mandate. For example, the nature and volume of
Enabling Activities over the next two or three years will be influenced by decisions of the
Conferences of the Parties on the content and frequency of national communications and
reports, strategies, and plans. The projections made in this business plan may then need
to be adjusted accordingly. The GEF will position itself to respond flexibly to incorporate
convention guidance, improvements in science and technical knowledge (including STAP
advice), lessons learned, regional differences, and different approaches for focal areas or
partners (e.g., the private sector, NGOs). Many full-size projects programmed for
presentation to Council in FY'99 or FY 00 are now in the Implementing Agencies
pipelines (i.e., currently under preparation), so that the main scope for flexibility in this
type of project will be in business plan’s two outer years (FY 01 and FY02) where firm
commitments have yet to be made.

12. The Corporate Business Plan reflects:
(@) guidance from the Conferences of the Parties to each of the conventions that
GEF serves and the flexibility needed to respond to new guidance expected to
emerge from those bodies; and
(b) the broad strategic directions in the Action Plan on Follow-Up to the Overall
Performance Sudy of the GEF.*

% GEF/C.12/4
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