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Executive Summary

The Japan Policy and Human Resources Development (PHRD) Trust Fund was established in 1990
as a mechanism to enable international cooperation contributions from the Government of Japan
to various categories of World Bank work. The PHRD Trust Fund is an independent fund managed
by the World Bank and is one of the ten largest trust funds administered by the Bank.

The Fund provides support to five main programs, of which the PHRD Technical Assistance (TA)
program is the second largest after the Special Grants program. The PHRD TA program provides
grants in support of project preparation, project implementation, project cofinancing, and, since
2003, climate change initiatives (which include project preparation, project implementation,
capacity building and research grants).

This evaluation of the PHRD TA program for the period 2000 to 2006 covers Project Preparation,
Project Implementation and Climate Change grants; the Terms of Reference (TOR) excluded
cofinancing grants as these were only introduced in FYO4 and it is too early to evaluate their
results. The evaluation was conducted by Universalia, a Canadian consulting company, between
October 2006 and July 2007.

Objectives and Methodology
The objectives of the evaluation were to:

1) Review the progress and assess the development impact of PHRD TA since 1999;

2) Assess the achievement of PHRD TA objectives (including improving the quality at entry
of follow-on operations, increasing capacity building of countries, increasing country
ownership, and increasing Bank lending to countries);

3) Make recommendations to improve the operations of the Fund.
The evaluation consisted of several component studies:

4) Statistical analysis of all PHRD TA grants to enable time series comparisons by type of
grant, sector, region and country distributions;

5) Management study of PHRD TA program to review World Bank (WB) procedures for
reporting, procurement, financial controls, monitoring and evaluation;

6) Six country case studies carefully selected to reflect the coverage of PHRD TA projects by
region and country: Armenia (ECA - Eastern Europe Central Asia), Colombia (LAC - Latin
America and the Caribbean), Ethiopia (AFR - Africa Region), India (SAR — South Asia
Region), Indonesia, and Vietnam (EAP - East Asia and the Pacific). To assess the
achievements and impact within each country, these studies included missions to each
country and interviews with key government officials, local Japanese government
representatives, project consultants and World Bank staff;

7) Special case study of all Climate Change grants; and
8) Special case study of all Project Implementation grants.

In addition to the missions to each case study country, the evaluation team conducted a mission to
Tokyo in December 2006, and several missions to the World Bank headquarters in Washington
DC.
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PHRD Profile’

From 2000-2006, Japan’s total contribution to the PHRD Trust Fund was US$602.27 million
(down from $1.2 billion between 1993 and 1999). Of this, the overall percentage share of the
PHRD TA Program was 30 percent (down from 81 percent in 1993-99), and in 2006 was less than
six percent of Japan’s contributions to the PHRD Fund.

Of the 848 PHRD TA grants in this period, 720 (85 percent) were Project Preparation grants, 34 (4
percent) were Project Implementation grants, 36 (4.2 percent) were Climate Change grants, 37 (4.3
percent) were cofinancing grants, and 21 (2.5 percent) were technical assistance grants. This
evaluation examines only the 790 PHRD TA grants ($437,775,064) for Project Preparation, Project
Implementation, and Climate Change; as noted above, cofinancing grants were not included in the
TORs.

Summary of PHRD TA Results

PHRD TA is aimed at providing technical support to Grant Recipients, who are also Borrowing
Members of the Bank, to improve the quality and impact of associated development operations
that are financed by their own resources as well as those of the World Bank.

The PHRD TA program remains a unique strategic instrument for providing technical assistance to
improve the quality of projects. The program’s focus on upstream project preparation, as well as its
requirements that grants be untied and implemented directly by recipient governments, are valued
highly within the World Bank and by Member governments and have been key to its continued
high relevance and effectiveness in strengthening development assistance across many sectors and
in all developing regions.

The PHRD TA evaluation resulted in 36 major findings, grouped under the themes of relevance,
effectiveness and management.

PHRD TA Relevance

The original rationale of the Government of Japan for funding project preparation remains valid
and its relevance is likely to increase as a result of increased government decentralization — the
transfer of political, fiscal and administrative powers to subnational governments — and civil
society participation in project design and implementation. The preparation of projects at a
subnational level requires capacity building in a wide range of areas, including financial
management, procurement, and social safeguards among others. At same time, increased focus on
a participatory approach requires widespread consultation that is resource-intensive and may not
be affordable to Member countries. PHRD has helped to meet these needs during preparation
while at the same time supporting technically complex operations with best technical advice.

In all countries, PHRD TA Preparation grants are seen as relevant to the operations of the World
Bank, and fill a key need in a donor context in which there are few alternative mechanisms with
the advantages of PHRD TA Preparation grants, and more recently, the Climate Change grants —
they are recipient-executed, not tied, are not loans, and they fund conceptual studies that few
national governments will support in anticipation of follow-on projects. Without PHRD TA
support, countries would be less able to implement Bank loan operations in support of their
national development strategies.

' According to the database received from Trust Fund Operations (TFO), updated to April 2007, the total
number of PHRD TA grants is 850. We have eliminated from the analysis a cofinancing grant and climate
change grant that have possibly been misclassified given the years in which they were approved (FY00 and
FY02 respectively).
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While the need for TA in designing successful loan operations still exists, Japan remains almost
alone in its support for project preparation through PHRD; other donors have not joined in this
effort. Perhaps now it is time to make the success of PHRD TA more widely known among other
investors in the Bank and consider a wider collaboration among them for high quality preparation
of Bank loan operations.

Climate Change projects are seen as relevant to national development priorities, and the need for
funding these initiatives appears to be growing. PHRD TA Climate Change grants, introduced in
2003, have enabled recipient countries to enter the new international carbon market and to
experiment with innovative projects, including some of a research nature. PHRD TA is seen as an
essential source of funding to prepare a WB loan, a Global Environment Facility (GEF) grant, an
International Development Association (IDA) grant, or carbon finance contract, without which
many of the Climate Change projects would not be undertaken. The earmarking of PHRD funds to
create the Climate Change Initiative has increased the relevance of PHRD TA to Japan and remains
an important value-added component.

PHRD TA Implementation grants, introduced in 2002, are particularly relevant in circumstances
where unexpected developments occur or where more technical studies are needed. However, the
demand for such grants has been far less than the annual allocation, and there may be several
reasons for this, including: lack of awareness of this new type of grant, and the possibility that
recipients are slow to identify the early signs of implementation capacity issues that would justify a
request for a project implementation grant.

PHRD TA Effectiveness

The PHRD TA program is a highly effective grant facility that has produced quality results in
almost all areas. As an investment, it has led to a high level of outputs and good quality results for
the resources expended. Although grants are generally less than $1 million, PHRD technical
assistance is rated highly by both World Bank and government officials, particularly in terms of the
quality of project preparation for Bank loan operations. PHRD grants do not appear to duplicate
other Official Development Assistance (ODA) resources.

Between FYOO and FY06, PHRD TA allocated at least 35 percent of grant amounts to low income
countries, and between 26 and 34 percent of grant amounts to Asia, thus reflecting general
adherence to the policy of ensuring that 35 percent of submissions are for IDA and blend countries
and 35 percent are for Asia.

PHRD Preparation grants, making up the largest proportion of the PHRD TA portfolio (85 percent),
have contributed to positive outcomes for follow-on projects, have increased country ownership
for follow-on operations, and have contributed to human resources development within recipient
countries.

PHRD Implementation grants help channel TA resources to address issues that were not
contemplated in preparation. They increase the technical capacities of implementing agencies and
have created a sense of ownership by recipient governments and implementing agencies.

PHRD Climate Change grants are effective in leading to follow-on activities and adding value for
countries. Stakeholders value Climate Change grants for their contribution to local capacity
building, although country ownership of these grants appears to be less than for other PHRD
grants.

Overall, PHRD TA grants have contributed to policy development generally and to specific policy
changes in certain cases; the Climate Change Initiative has contributed to international policy
norms and has had some impact at national levels.
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Through PHRD grant activities, Japan has gained visibility with implementing agencies in recipient
countries. However, beyond these agencies and among other donors, the PHRD program’s
association with Japan is not known. The reasons lie in the low profile types of activity involved,
the modest size of the grants, insufficient communication on the part of the WB, and little
involvement of local Japanese embassies. At the country level, the Climate Change Initiative has a
high but as yet unrealized potential to enhance the visibility of Japan; at the donor level, PHRD
may need to build synergy with other ODA initiatives to enhance Japan’s visibility.

PHRD TA Management

Strategic management — The TFO has made significant efforts to improve the design and impact of
development operations financed by Recipients and the Bank: It has shifted from Bank execution
to Recipient execution to increase ownership, and has introduced new grant windows such as
Climate Change, Implementation, and Cofinancing.

Although decisions on strategic issues related to the PHRD Fund (including TA) lie with the
Government of Japan, there is also a role for Trust Fund Operations (TFO) in identifying the issues
and the options that can be used in discussions with Japan and, as necessary, with other divisions
in the World Bank. It is not clear, for example, how various important PHRD goals (such as
capacity development in recipient countries, country ownership, and the visibility of Japan) fit into
the PHRD strategy and policy (e.g., Is shorter implementation time more or less important than
local capacity building?) The evaluation finds that there is little analytical work in the World Bank
on these kind of strategic issues for PHRD and identifies challenges faced by TFO in expanding its
role in this area.

Management efficiency — Most Bank staff, country partners, and national government
representatives see the PHRD TA as a flexible mechanism (e.g., hiring consultants, time
extensions, resource allocation) and note only a few limitations (cap on non-consultant costs,
ineligibility of study tours).

PHRD TA grants are managed in compliance with WB procedures, and, with the exception of
project deadlines, the majority of respondents are satisfied with all aspects of PHRD TA
management and administration. (While 75 percent are not satisfied with the deadline
requirements, it should be noted that preparation grant deadlines are frequently extended.)

PHRD grant cycle and simplification process — The PHRD TA project grant cycle is well
established and generally understood within the Bank but is seen as slow and complex by Task
Team Leaders (TTLs). A simplified process was rolled out 2003-2005 and implementation times
seem to be improving as a result (10 weeks from application to release of funds). However, as a
result of the decentralized decision making, TFO staff members are less familiar with PHRD TA
funded activities, and are not able to provide as much oversight or ensure consistent report quality
from TTLs.

CAS Linkage — There is a clear and consistent linkage between PHRD TA grants and the World
Bank’s Country Assistance Strategy (CAS). Respondents in the WB and national governments are in
agreement with the required linkage for Preparation grants, but identified circumstances in which
some flexibility would prove advantageous (e.g., when innovative programs are defined after the
CAS has been issued, or in the transition period between the closing period of the current CAS and
the CAS under preparation/approval).
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Monitoring and Evaluation — The World Bank system abounds with information, but lacks
adequate controls to ensure the quality of monitoring and reporting data. Japanese representatives
indicated that they would like more information on project progress and results. While the
frequency of PHRD TA monitoring reports is satisfactory, the quality is not — primarily as a result of
incomplete or poor quality of data that exist in the Grant Reporting and Monitoring (GRM) data
system. TTLs and other staff members who are responsible for projects know their projects, but
systematic reporting of that knowledge is poor. There are few incentives for staff to produce good
grant monitoring and completion reports, generally prepared by the TTLs, and little time for Trust
Fund staff to monitor them. The result is the loss of data for learning, improvement, and
evaluation. Since most PHRD TA grants are below $1 million, there have been few grant
evaluations (in accordance with WB guidelines). Even grants above $1 million are generally not
subject to more rigorous independent evaluation. Consequently, the oversight tools for PHRD TA
have been the periodic program evaluations such as this study and the recently introduced
assessment report on Closed Grants (Review of PHRD TA Grants Closed in FY 2006).

Anti-corruption measures - The World Bank is exercising appropriate control and mitigation
measures to support the anti-corruption initiatives of both Indonesia and the World Bank.

Recommendations

The following recommendations are directed to the World Bank and the Government of Japan.
Recommendations 1 and 6 are primarily for the consideration of Trust Fund Operations and other
divisions within the World Bank.

Recommendation 1: A Bank-wide discussion, possibly led by the Operations Policy and
Country Services Department (OPCS), should be initiated to develop a
position paper on the financing of project preparation in the Bank and to
make the experience of PHRD TA more widely known to Bank investors.

Project preparation is recognized as an important element for the effectiveness of the Bank’s loan
operations. The Bank staff, investors and Member countries should discuss the ongoing
requirements, funding and appropriate mechanisms for project preparation. The Bank’s reliance on
one donor, Japan, for preparation of its loan operations presents a risk to the Bank and recipient
governments.

Recommendation 2: Given a future in which the increasing demand for project preparation
support may exceed the supply, the World Bank and the Government of
Japan will need to establish more strategic priorities for PHRD TA to
ensure that it manages available resources in the most cost-effective way.

While the supply of funds for PHRD TA Preparation and Climate Change grants have kept pace
with demand until now, increasing demand will necessitate more strategic decisions about
allocating PHRD TA resources. These could include:

 Revising the allocations between IDA/non IDA countries, regions and sectors to better
support future Bank priorities for loan operations

» Targeting Climate Change grants to encourage broader-based mitigation projects (sector-
wide, program-based), to fund climate risk analysis studies, and to support risk assessment
of development investments (to “climate proof” investments)
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» Providing smaller grants, and/or requiring greater partner contributions in order to maintain
as many grants as resources allow

« Identifying implementing agencies with sufficient capacity for basic implementation, but
that would benefit most from the PHRD TA resources and advice

» Reducing grants to sectors in specific countries that have received repeated loans (which
presumably built their capacity)

« Giving priority to very new initiatives and/or those that require new ways of working
(collaborative or participatory processes that bring together new working groups)

 Eliminating or significantly restricting implementation grants

« Increasing the authority of the Bank Country Directors to propose allocations that best fit
the needs of the countries (within PHRD TA strategic directions and aligned with the CAS).
Country Directors currently do not propose allocations, nor comment on the submitted
proposals about the strategic fit with country priorities.

Recommendation 3: The Government of Japan and TFO should identify tools and processes
that support a greater recognition of Japan’s dedicated support to good
project preparation through PHRD TA.

Beyond government officials and consultants directly involved with implementing PHRD TA
grants, there is little recognition that Japan is funding the PHRD TA. The World Bank, the Japanese
Government, and beneficiary countries should all consider ways to enhance recognition of Japan’s
support for PHRD TA. These could include:

« Symbolic changes such as putting the Japanese flag on PHRD TA documents,
acknowledging the role of Japan in supporting the grants, and/or adding “Japan” to the
program title - “Japan PHRD TA”, if this were agreeable to Japan and to the World Bank.

» Process changes such as working with recipient governments and local media to publicly
recognize Japan as the sponsor of PHRD grant and loan activities.

« Strategic changes such as a more coordinated country-level approach to PHRD TA grant
submissions, based on regular discussions between the WB Country Office and the
Japanese Embassy.

Recommendation 4: The TFO and the Government of Japan should consider limited additional
flexibility in PHRD TA grant conditions in order to increase the
effectiveness of the grant program.

The relevance and effectiveness of PHRD TA could be enhanced by allowing limited exceptions to
the requirement that a grant-related project must be listed in the CAS. For example, when projects
that are considered highly desirable and innovative were not foreseen in the CAS, it would seem
reasonable to allow managers to propose such projects, with the understanding that this would be
used only on an exceptional basis, and that such projects would be monitored appropriately.

Some respondents in several countries would like the 10 percent cap on non-consultant costs to
be increased, primarily for training in the preparation phase. However, given the availability of
alternative funding for training and the declining resources for project preparation, the evaluation
team recommends that the 10 percent cap be maintained.
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Recommendation 5: The World Bank and Government of Japan should consider ways to
increase the efficiency of the PHRD TA grant approval process, to avoid
unnecessary delays in a process that can take six months to a year or more
to complete.

Although Bank processes have been shortened through the PHRD simplification process, and the
Government of Japan has taken steps to accelerate approvals, the long lead time for grant
approvals remains an ongoing concern of respondents to this study. However, new guidelines on
“Processing and Implementation of Japanese Trust Fund Grants, Roles and Responsibilities of
World Bank and Japanese Stakeholders” have been developed by TFO, Ministry of Finance (MOF),
and Ministry of Foreign Affairs (MOFA). These are expected to provide further help to stakeholders
and improve the processing cycle. The evaluation team supports this initiative and would
encourage periodic review of the guidelines to ensure that the changes adopted are reducing
delays in the cycle.

Recommendation 6: TFO should ensure greater oversight of the PHRD TA reporting system to
check that GRM reports are complete and that they provide adequate data
to monitor and assess the efficiency and effectiveness of the PHRD TA
grants.

While the monitoring and evaluation of PHRD TA grants complies with agreed Bank procedures,
the quality of reporting is less than desirable — many reports are incomplete, particularly at output
and outcome levels. One improvement could be to place more emphasis on the evaluative
aspects of the grant completion report for the GRM. In addition, given the total size of the PHRD
TA program it would seem appropriate and feasible to evaluate either a select number of grants
each year, or to periodically assess a country’s portfolio.

A positive step in improving reporting on the PHRD TA program is the April 2007 “Review of
PHRD TA Grants Closed in Fiscal Year 2006.” The review provides feedback on the
implementation of 117 PHRD TA grants that could lead to program improvement and better
reporting on completed projects. It also identifies strategic issues that could provide TFO with a
starting point for developing solutions and benchmarks for PHRD TA grants.

The TFO should clarify with the Government of Japan the specific reporting requirements that
would be useful for the Japanese Parliament, and adjust the annual WB report on the PHRD TA to
satisfy the Japanese request for more accountability on results.
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1. Evaluation of the Policy and Human Resources
Development Trust Fund

1.1 Introduction

Universalia is pleased to submit to the World Bank the final report on the Evaluation of the Policy
and Human Resources Development Technical Assistance Trust Fund (PHRD TA). This report
presents the synthesis of the findings of the evaluation and is Volume | of nine volumes. The list
below shows the set of reports that together comprise the final report of the evaluation of PHRD TA.

Volumes comprising final report on evaluation of PHRD TA
o Volume | — Synthesis report
o Volume Il — Armenia Country Case Study
o Volume Ill — Colombia Country Case Study
« Volume IV - Ethiopia Country Case Study
o Volume V - India Country Case Study
« Volume VI - Indonesia Country Case Study
o Volume VII — Vietnam Country Case Study
« Volume VIII — Climate Change Case Study
» Volume IX — Methodology Report

This synthesis report, like the case studies, is organized by the findings of the evaluation with
respect to the relevance, effectiveness, and management of the PHRD TA Program. The questions,
which the evaluation was asked to answer, are organized within this overarching structure and the
relationships between them are shown in the evaluation matrix (Volume IX — Methodology). The
evaluation matrix is structured around the objectives and questions in the TORs and agreed with
TFO in subsequent discussions. It also identifies the quantitative and qualitative indicators (column
3); principal sources of data (column 4) and methods (column 5) used to answer the evaluation
questions.

The list below shows the structure of the synthesis report. The findings on the relevance of the
PHRD TA (section 4) and the effectiveness of the PHRD TA (section 5) are based on a comparative
analysis of the findings of the six country case studies in Volumes II-VII, together with the review of
Implementation grants and the separate case study of the Climate Change grants (Volume VIII).
Section 6 on the management of the PHRD TA Program is based on review of management and
decision-making with respect to the PHRD TA grants and a comparative analysis of the findings on
grant management in the country case studies. Section 7 is based on the collective findings of all
case studies, reviews and analyses.

Outline of Synthesis Report
o Section 1 — Introduction

« Section 2 — Methodology

e Section 3 — Context and evolution of PHRD Technical Assistance
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e Section 4 — Relevance of PHRD TA
o Section 5 — Effectiveness of PHRD TA
+ Section 6 — Management of the PHRD TA Program

e Section 7 — Conclusions and Recommendations

1.2 Scope and Objectives of the Evaluation

This evaluation is of the PHRD Technical Assistance (TA) program component of the PHRD Fund,

which includes the Preparation, Implementation and Climate Change grants. The evaluation does
not cover other components of the PHRD Fund, such as the Cofinancing grants (few of which have
been completed).'

In October 1999, at the request of the Government of Japan, the World Bank conducted an
evaluation of the impact of the PHRD Fund for FY88 to FY99 and set up a monitoring system for
future reporting on the direct and indirect impacts of the Fund.? The time frame covered by the
present evaluation is therefore FY0O to FY06. According to WB databases,’ the number of grants for
this period is 848, of which 720 were Preparation grants, 34" were Implementation grants and 36
were Climate Change grants (Exhibit 3.4). These 790 Preparation, Implementation and Climate
Change grants represent the project universe for the evaluation.
This evaluation of PHRD TA has three overarching objectives:

1) Review the progress and assess the development impact since 1999 of PHRD;

2) Assess the achievement of the objectives of the program;

3) Make recommendations to improve the operations of the Fund.

The terms of reference for the evaluation also include five main questions to be addressed:
1) Have the objectives of the program been achieved?

2) Have there been sufficient results (development impacts) achieved in comparison to
resources expended?

3) Has the program been managed efficiently? Is there any inefficiency in current operating
structures and administrative procedures?

4) s there scope for any potential duplication of activities with other donor programs?
5) To what extent has the visibility of Japan in the use of PHRD funds been secured?

' The Fund also includes the Joint Japan/World Bank Graduate Scholarship Program; the PHRD-World Bank
Institute (WBI) Capacity Development Grants Program; the Japan Staff and Extended Term Consultant (ETC)
Program; and the Japan — World Bank Partnership Programs.

? World Bank, 2000, Development Impact: Japan Policy and Human Resources Development Fund (PHRD
Fund), Monitoring and Evaluation Unit.

? SAP and e-TF databases as of April 2007. While the six country case studies have been based on the
information contained in the SAP database as of June 2006, all the numbers, tables and figures in this
synthesis report make reference to the most recent information received by TFO. See also footnote 3.

* The project preparation grant Water Supply and Sanitation (TF050518) in Ethiopia is erroneously classified
as an implementation grant in WB database.
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The first of the TOR questions (Have the objectives of the program been achieved?) was further
elaborated in discussion with TFO to include:

« Contribution to the overall objectives of the PHRD Fund;
« Increasing quality at entry of follow-on operations;

« Increasing capacity building of countries;

« Increasing country ownership;

« Increasing Bank lending to country.

1.3 Schedule of Evaluation Activities

The evaluation began with an Inception Mission on 10-13 October 2006 to scope the work and to
reach a better understanding of the needs of the Bank and of Japan. A follow-up presentation by the
Team Leader took place in WB headquarters on 24 October 2006 and the Inception Mission Report
was finalized and accepted in January 2007.

The main phase of primary data collection took place from December 2006 to February 2007. This
included:

 Three visits to World Bank Headquarters in December 2006, January and February 2007 to
conduct interviews with TFO, TTLs and other WB managers and staff involved in the PHRD
Program.

» Mission to Tokyo 4-8 December 2006 to meet with officials of the Ministry of Finance,
Ministry of Foreign Affairs (MOFA), Japan International Cooperation Agency (JICA), Japan
Bank for International Cooperation (JBIC), the World Bank Tokyo Office and representatives
of Japanese Civil society.

» Missions to six countries in January- February 2007 (Armenia, Colombia, Ethiopia, India,
Indonesia and Vietnam) to conduct interviews with Country Office Directors and staff, TTLs,
Government officials, PHRD grant project leaders and consultants, Japanese government
representatives and others, as well as review locally available reports and databases.

o Telephone interviews with TTLs and others who were not available for face-to-face meetings
during the various field missions or who were located in other countries. This included
many of the TTLs interviewed for the Climate Change grants.

Data analysis has continued throughout the evaluation with the main phase of analyzing the
primary questionnaire data collected through the interviews being undertaken in February — April
2007. An Interim Report providing an update on evaluation activities and outlining emerging
findings was submitted to TFO on 13 April 2007 and was followed by a meeting with the Steering
Committee on 1 May 2007.

Following the submission of the draft report, there was a meeting to present and discuss the key
findings of the evaluation with the Steering Committee for the PHRD TA evaluation. The draft
report was then revised and submitted as the Final Report on the Evaluation of the PHRD TA
Program. A chart showing the schedule of evaluation activities is given in Volume IX —
Methodology.
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2. Methodology

2.1 Approach and Sampling Strategy

Using the population of 811° PHRD TA grants approved between FYO0 and FYO06 as the starting
point, the following approach to the evaluation was agreed with the WB:

» Analysis of the number and allocation of all PHRD TA grants, by amount, type (Preparation,
Implementation, Climate Change), sector, region and IDA/LIC countries. This enabled time
series comparisons to be made with the grant distribution and patterns prior to FY00, and a
discussion of the trends found (section 3.3).

 For the Preparation Grants which represent 85 percent of the PHRD TA grants approved
between FY0O0 and FY06, the approach was to deepen the quantitative analysis of the entire
portfolio through six country case studies, with field missions and interviews that included
structured questionnaire surveys (sections 2.2 -2.4).

o For the Implementation Grants, a desk review has been undertaken for the entire portfolio
between FY00 and FY03 (18 projects)® supplemented by questionnaire analysis and
interviews with nine TTLs in total.” Only two of the Implementation grants in the sample
took place in the countries selected for case study so that the questionnaire survey includes
only five stakeholders for Implementation grants.

 For the Climate Change Initiative (this includes project preparation, project implementation,
capacity building and research grants) which started in 2003, the entire portfolio of 36
projects approved has been reviewed using desk reviews and interviews with TTLs. As for
the Implementation grants, a few of the Climate Change projects were implemented in one
of the six countries selected as case studies. For these projects there are questionnaire and
interview data available with WB staff and government officials that provide more in depth
information (Volume VIII).

o Questions relating to the WB management of the PHRD TA program were approached at

three levels (section 6):

- Areview of PHRD TA management issues was undertaken involving interviews with
managers at WB headquarters, combined with a desk review of relevant WB procedures
with respect to reporting, procurement, financial controls, monitoring and evaluation;

— Cross-referencing with WB management systems at country level was undertaken in each
of the six country case studies through the collection of primary interview and
questionnaire data;

— A mission to Japan was carried out using comparative interview protocols to those
employed in the country case studies to interview representatives of Japanese
Government involved in policy development and the approval process for PHRD TA.

> Total number of the project preparation, climate change, project implementation and technical assistance
grants.

®In the course of the review, the team discovered that the Water Supply and Sanitation grant in Ethiopia
(P076735) was erroneously classified as an implementation grant. Consequently, we have not considered this
grant in calculating the total grant amount for Implementation Grants.

7 Although the intention was that the review of the Implementation Grants would be primarily a desk review,
the limited data in the documents reviewed prompted us to interview additional TTLs beyond the country case
studies.
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2.2 Country Case Studies

Following a review of the databases and discussion with the WB, four criteria were developed to
select the six country case studies for more in depth study. For the given timeframe FYO0O to FY06,
these are:

1) Regional distribution — Three countries in East Asia and the Pacific (EAP) and South Asian
(SAR) regions representing 35 percent of PHRD TA projects in Asia within the evaluation
timeframe; one country in each of Africa (AFR), Latin America and the Caribbean (LAC),
and Eastern Europe Central Asia (ECA);

2) Coverage of PHRD TA within each region:
— Number of PHRD TA projects in selected country as a percentage of those in the region;

— Amounts in US$ of PHRD TA projects in selected country as a percentage of total grant
amounts in the region.

3) Amount of World Bank lending in the country;

4) If possible, the inclusion of an Implementation grant and Climate Change project in each
selected country.

Based on the above criteria, the countries selected for case studies were: Armenia (ECA), Colombia
(LAC), Ethiopia (AFR), India (SAR), Indonesia and Vietnam (EAP). A table is provided in Volume IX —
Methodology to show how each case study country met the selection criteria. The decision by the
WSB for the evaluation to include three case studies from Asia, rather than the original two, meant
that there was no case study in Middle East and North Africa (MENA).

Overall®, the combined portfolio of Vietnam, India and Indonesia projects (78 projects) for the Asia
region represents 63 percent of the overall number of 123 projects sampled for the evaluation and
68 percent of the grant amount for all projects constituting the sample captured in the six country
case studies.

Within each country case study, a desk review was conducted of all projects within the evaluation
timeframe. Those projects having 50 percent or more disbursement by 30 June 2006 were selected
as the sample for stakeholder interviews and questionnaire analysis.® In Fthiopia, application of the
50 percent rule would have yielded a sample of only four projects. Therefore it was decided to
include all PHRD projects in the sample for that country.

The sampling frame included a total of 104 projects for the stakeholder interviews and questionnaire
survey distributed across Preparation, Implementation and Climate Change grants as shown in
Exhibit 2.1. This provided an overall coverage of 14 percent of the number of PHRD TA projects
approved in FY0O to FY06 and 11 percent of the dollar amount of the approved grants. For the
number of Preparation grants, the sample coverage was 10 percent; for Implementation grants it was
25 percent, and for Climate Change grants it was 67 percent.

8 The six case studies are based on the information in the SAP database as of June 2006.

? The disbursement figures used for the sample selection were taken from SAP on 30 June 2006. By the time
the field missions were conducted in January-February 2007, additional disbursement had taken place. This is
why the case studies report higher disbursement rates for some projects.
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Exhibit 2.1 Coverage of Sample of PHRD Preparation, Implementation and Climate Change Projects Selected for
Stakeholder Interviews'”

GRANTS FY00| Total # Sample Sample Total $ grants  |Sample$ amount| Sample
— FY06 grants size coverage coverage
Preparation 678 71 10%| $462,799,452.00| $39,344,074.00 9%
Implementation 36 9 25%| $15,628,921.00] $3,163,950.00 20%
Climate change 36 24 67%| $20,801,877.00 $12,680,827.00 61%
ALL GRANTS 750 104 14%| $499,230,250.00] $55,188,851.00 1%

Source: SAP (as of June 30, 2006) and country case studies.
Note to table: This table makes reference to the projects covered by the interviews. The sample size has been counted on
the basis of information provided by the case studies.

2.3 Stakeholder Interviews

Interviews were held with 301 stakeholders, either face-to-face or by telephone."* Most of the
interviews were on a one-to-one basis. A key purpose of the interviews (and embedded
questionnaire survey) was to identify the factors which influenced the performance of PHRD in
reaching its stated goals. Therefore stakeholders were purposively selected based on their
knowledge of the PHRD TA program and of individual projects that were selected for more in-depth
study. Respondents were identified from the document review and from referrals from World Bank
staff.
Interviews were held in World Bank headquarters with:

e TFO Unit staff,

« Officials from the Office of the Executive Director of Japan,

e Task Team Leaders,

» Sector Managers,

» Regional Trust Fund Coordinators,

o Staff in other Operation Units (OPCS, ESSD).

In the six case study countries, interviews were held with:

» World Bank Country Directors and Country Office staff (to discuss the country portfolio of
PHRD TA grants);

o Task Team Leaders (for each project falling in the sample. In some cases the TTLs were no
longer based in the country but were interviewed by phone);

 Officials from the Embassy of Japan, JBIC and JICA;

« Officials from the Ministry of Finance or other central agency responsible for administering
external assistance (to discuss the country portfolio of PHRD TA grants);

« Officials from Project Implementation Units (PIU) in the line Ministries (for PHRD projects
falling within the sample);

« If applicable, members of the Project Directors’ Forum and other donors working in country.

'% This table makes reference to the information contained in SAP database as of June 2006.
' 268 stakeholders were interviewed for the six country case studies. The remaining respondents were
interviewed in relation to Climate Change and Implementation Grants implemented outside the case study
countries
o 2008
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For the Implementation grants, the original evaluation design called for only a desk review of the
relevant documentation, but given the scarcity of available documents, it was decided to interview
nine Task Team Leaders, wherever they were located.

For the Climate Change study, 25 interviews were conducted relating to 17 of the total of 26 CC
projects. Most of the interviews were with World Bank staff, primarily with the responsible Task
Team Leaders, and mainly by phone as only six of the CC grants took place in one of the six
countries selected for case studies.

2.4 Questionnaire Survey

During the course of conducting the 301 interviews a structured questionnaire survey was
administered to 194 respondents either face to face or by telephone.** A few respondents filled in
the questionnaire by e-mail, after the interviews. For the purposes of the questionnaire survey
design, the interviewees were categorized into six stakeholder groups:

1) World Bank Task Team Leaders (TTLs) responsible for PHRD TA projects;

N

World Bank staff at headquarters or in country offices;

W

PHRD TA project consultants (local, regional and international);

5

)

)

) National government officials (central and line ministries/departments);

)

) Government of Japan representatives in Washington, Tokyo and case study countries;
)

)]

Other donors operating in the six case study countries.*® This occurred only in Ethiopia.

Separate questionnaire formats were developed in English for each of the stakeholder groups, using
the questionnaire for the TTLs as a ‘template” since it is the most detailed. As far as possible, the
question wording across the modules was made equivalent and the questions were positioned in a
similar order. In this way the set of five questionnaire modules was designed so that responses to all
key questions in the evaluation matrix could be comparatively analyzed across the five main
stakeholder groups.™ Translations of the questionnaires were used as needed for national
government officials and consultants in Vietnam, Colombia, and Armenia. The main questionnaire
and coding manual are given in Volume IX — Methodology, and a short description of the analysis
performed is provided in Appendix IlI of this report.

'? Some interviews were conducted as group interviews. Furthermore, seven interviews on Climate Change
grants were not included in the statistical analysis because they related to dropped grants. As a consequence,
the number of questionnaires is smaller than the number of interviews conducted.

" It was anticipated that other donors would also be interviewed in each case study country but this was
achieved only in Ethiopia with three donors (DfID, CIDA and USAID).

'* After an initial question about the PHRD project portfolio with which the interviewee was familiar, the rest
of the questionnaire focused on one PHRD project within the given sample. Except for one project which was
discussed by nine respondents, this approach yielded between one and four stakeholder respondents per
sample PHRD TA grant.
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2.5

Document and Statistical Review

A key approach in the evaluation methodology is to seek relationships between the quantitative data
in WB databases and the qualitative data obtained through interviews and in the case studies.
Statistical data tell only part of the story of impacts and outcomes but they are a key starting point.
Thus the evaluation includes review of the financial data on grant preparation and statistical data on
program ‘success’ such as rates of disbursement and Quality at Entry (QAE).

Document review was conducted in as standardized a manner as possible using a question template
to analyze documents systematically to extract information relevant to the evaluation questions.

For the entire portfolio of projects the documents reviewed included:

Annual reports,

Annual TF Portfolio Reviews,

Regional TF Portfolio Monitoring Reports,

Evaluation reports,

PHRD Agreements between Japan and the World Bank,

Records of grant applications and outcomes by region.

For individual projects that were part of the sample, the documents reviewed included:

2.6

Proposal,

Grant Agreement,

GRM or TF Star documents,

ICM (for grants above $1 million),
Implementation and status reports,
Back to Office Reports,

Aide Memoires,

Implementation Completion Reports,

Other documents identified by TTLs as relevant and providing evidence of achievements of
the grant.

Data Limitations

Within the overall scope and timeframe of the evaluation, the main limitations of the approach and
data availability were:

Documentation quality — grant monitoring reports (TF Star or GRM) were inconsistent in
terms of completeness and data quality;

Recall of interviewees — the limited recall of TTLs who were now handling other projects,
particularly if they had also relocated or had been responsible for the target project for only
a short period, proved to be a problem in some cases; (see Finding 34 and Recommendation
6);
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 Availability of stakeholders for interview — during the time-limited missions to countries,
many key interviewees were not available and would either have to be interviewed by
phone later or (in the case of national stakeholders) would be substituted by another
available person in the Ministry or project team. In India where most projects are
implemented at the State or more local levels and the time available for mission visits to
several State capitals was inevitably more restricted, most national stakeholders were
interviewed as project teams;

» Data analysis — the relatively small samples across the six stakeholder groups in the
questionnaire survey combined with a high number of ‘don’t know’ responses for some
questions, puts limits on the statistical analysis that can be performed;

 For the Climate Change projects, 18 out of 25 interviews were conducted with World Bank
staff. This sample is therefore biased toward the views of the Bank;

» For the Implementation projects, the documentation yielded insufficient information and it
was decided to conduct some interviews to provide additional insights on Implementation
projects. It proved possible to contact nine TTLs in four regions (LAC, EAP, AFR and EAC).*®
Only two of the Implementation grants out of the 18 in the sample took place within the
country case studies.'® The questionnaire survey sample includes a limited number of
respondents for the Implementation grant subset. *" Thus, the findings regarding stakeholder
views are only indicative;

o There is not a one-to-one relationship between the 194 questionnaire responses) and the
projects under review since some respondents discussed a portfolio of several projects and
in other cases, several respondents were interviewed about one project (e.g. TTL,
government official and project consultant). Of the unique projects assessed in the survey
(n=85), 47 percent are known to be rated by one respondent, 31 percent by two
respondents, and 22 percent by 39 respondents for a total of 196 references to projects.'®

' The list of interviews for Implementation projects is given in Volume IX (Methodology).

'° One of the grants (Water Supply and Sanitation — Ethiopia) is misclassified as an Implementation grant in the
WB database. Another grant (Provincial Reform Adjustment Loan — Catamarca Argentina) was never
implemented because of a deteriorating relationship between federal and provincial governments. Thus the
number of Implementation grants actually implemented FY00-03 is 17.

'7 Additional interviews took place with TTLs but no questionnaire was completed.

'8 37 respondent surveys have not been matched to a project number.
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3. Context and Evolution of PHRD Technical
Assistance

3.1 Introduction

This section provides an overview of the PHRD program in the context of Trust Funds, and describes
the evolution of its mandate and portfolio. The PHRD program, originally launched in 1990, has
been a prominent pioneer among a growing range of instruments set up since that time by various
donors to reinforce and target concessional international development finance. The sheer financial
growth of various types of development trust fund mechanisms - which include many partnership-
based global and regional funds - is the most striking indicator of their transformation from marginal
channels in the late 1980s to becoming a main line of business for international organizations and
the development community in 2007.

3.2 PHRD in the Context of Trust Funds

The World Bank defines a trust fund as “a fund established with contributions from one or more
external donor(s) to support development-related activities.”™ The closest equivalent definition to
such trust funds in the UN system is the broad category of “non-core funding.” Because of the
variety of related mechanisms and auspices for these funds, their scope is not yet completely
determined,® but it is fair to say that a full third of all official development assistance now flows
through partnership-based global and regional programs, rather than through the country-focused
programs of assistance that have been the main channels of traditional aid donors.”

The World Bank defines global partnership programs as satisfying the following four criteria:

—_

Have a global, regional or multicountry scope;

No

Commit Bank resources (financial, technical, staff, Bank name, or reputation);

w

)
)
) Involve activities coordinated with one or more non-Bank entities;
)

4) Are part of a formal relationship that aims to achieve development objectives over time.

The Bank is currently involved in about 110 global programs and 60 regional programs, which
together spent around $3 billion in FYO5 (addressing specific development issues through special
initiatives). The Bank has also become by far the largest trustee for global and regional trust funds,
holding a stock of more than $5 billion of such funds at the end of FY05.?? These trust funds can
provide:

» Financing support (filling the gaps of particular projects or programs; financing debt
reduction; financing assistance to postconflict countries);

» Advisory services (supporting technical assistance and capacity building processes).

' World Bank. 2003. Trust Fund Handbook, p.1.

*Y The OECD DAC data on ODA do not capture all these different mechanisms in any single category, and
even the World Bank’s internal briefing material on World Bank-administered Trust Funds comes with a “data
quality health warning.”

" Uma Lele, Nafis Sadik, Adele Simmons. “The Changing Aid Architecture: Can Global Initiatives Fradicate
Poverty?” DAC News, July 2006

*> On line: http://www.worldbank.org/ieg/grpp/about_grpp.html|
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Not surprisingly, these important shifts in the modalities of development financing have raised a
number of major issues in the international community>® and called for substantial adaptations in
aid management. Many of these changes are still being worked through, and the evaluation effort
that these activities would justify is just beginning. ** As one indication of the challenges arising,
three separate review exercises were underway in the World Bank in late 2006: an overall review of
trust fund strategy: a review of risk management related to trust funds; and a review of cost recovery
on trt;gt funds. The Bank already has a set of criteria that must be met in order to create a trust

fund.

Within this growing and changing field of trust funds, the Japan Policy and Human Resource
Development Program occupies a special place for several reasons. It is one of the most
longstanding of these mechanisms, and it is a large one. It remains one of the ten largest Trust
Funds administered by the Bank. PHRD has only one donor - the Japanese Government was the
originator of the program as a strategic contribution to the partnership between Japan and the World
Bank, and has single-handedly supported it for sixteen years. Unlike most trust funds, which have
been set up and supported by several donors to address particular development problems, the
largest part of the PHRD (its project preparation grant facility) was conceived from the outset as a
strategic instrument for providing technical assistance to assist in formulating and implementing
Bank-supported projects, programs and activities.”® Thus it is a “programmatic trust fund” set up in
order to support a set of activities included in a program,*” as distinct from single-purpose or free-
standing trust funds.

> Examples of these questions include whether thematic funds are creating additional resources or competing
with country-focused assistance, their effects on country ownership and the alignment of aid with country
strategies, and new questions around their governance and accountability as well as the new challenges of
assessing their effectiveness.

** The World Bank’s Operations Evaluation Department (now Independent Evaluation Group) has carried out
three major related evaluations and reviews: [add dates] The World Bank's Approach to Global Programs
(Phase 1 Report); Addressing the Challenges of Globalization (Phase 2 Report); The CGIAR at 31: An
Independent Meta-Evaluation of the Consultative Group on International Agricultural Research; and IEG
Evaluation of World Bank Support of Regional Programs. Moreover, the IEG is leading an international effort
to formulate a set of generally acceptable evaluation principles for Global and Regional Partnership Programs,
under the auspices of the OECD's Development Advisory Committee (DAC) Network on Development
Evaluation.

*>The Trust Fund must be conceived with the purpose of supporting activities that are aligned with the Bank’s
strategic development priorities; It cannot be used to fund Bank’s normal business activities. It cannot be used
if it represents a potential source of conflict of interest in its relationship with the donor or the recipient. Tied
Trust Fund resources are not accepted. The minimum size is US $200,000. Trust Funds are subject to the
“The World Bank Policy on Disclosure of Information;” and Trust Funds can be used to finance staff costs.

*® Letter of Arrangement establishing Japan’s Policy and Human Resources Development Fund, paragraph.
1.2: “The Fund may be used for the purpose of financing technical assistance activities in respect of the
formulation and implementation of Bank-supported projects and programs and activities to help develop
human resources in developing member countries of the Bank and to assist developing member countries of
the Bank to formulate and implement development policy [...]"

%’ The program is part of a thematic framework previously designed and approved by the donor(s).
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More specifically the PHRD has been intended to serve as a flexible means of upstream
strengthening of the international development effort across a broad front, and in the process -
before this requirement was more widely acknowledged and supported - for helping strengthen the
policy and human resource capacities of participating developing countries. A final, related special
feature of the PHRD is its increasingly strong insistence that its technical assistance grants be
provided directly to grant recipient governments, with only very limited exceptions.

The Japan PHRD Fund was created as a mechanism to enable the contributions from the
Government of Japan to international cooperation to be provided for various categories of World
Bank work without specific Parliamentary approval each time. Accordingly, the Letter of
Arrangement signed on July 30, 1990, established the Fund as an independent fund in the World
Bank to be managed by the World Bank.

3.3 Mandate of PHRD Fund
The PHRD Fund supports five main programs:

—_

the PHRD Technical Assistance Program;

No

the Joint Japan/World Bank Graduate Scholarship Program;

W

the Japan Staff and Extended Term Consultant (ETC) Program;
5

It also serves as the channel through which other Japanese grants are routed (e.g. InfoDev and Cities
Alliance).

)
)
) the PHRD-World Bank Institute (WBI) Capacity Development Grants Program;
)
)

the Japan — World Bank Partnership Programs.

The allocation across the different programs varies considerably, with the largest component going
to support Project Preparation grants within the TA Program. The original mandate of the PHRD
Fund is stated in the Letter of Arrangement signed on July 30, 1990. The Letter states that: “The Fund
may be used for the purpose of financing technical assistance activities in respect of the formulation
and implementation of Bank-supported projects and programs and activities to help develop human
resources in developing member countries of the Bank and to assist developing member countries of
the Bank to formulate and implement development policy [...].”

The agreement also provides for financial support to several types of activities, i.e. technical
assistance and cofinancing, training, human resources development, hiring of Japanese nationals as
consultants, scholarship grants, special programs for forging stronger Japan-World Bank partnership
and engagement of local consultants.

3.3.1 Trends in PHRD Fund

Over the years, the Fund has evolved in its objectives and new categories of grants have been
created. The Climate Change Initiative Grants (CCG) Program was established in April 2002, and
the Project Cofinancing Program for Institutional Capacity Building was established in FY04. Exhibit
3.1 shows the milestones of the PHRD Fund.
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Exhibit 3.1 Milestones in the History of the PHRD Fund

DATE EVENTS

July 30, 1990 Signature of the Letter of Arrangement establishing Japan’s Policy and Human Resources
Development Fund

FY0O0 Project Implementation capacity building grants are created as a new category of PHRD TA
grants

FY02 Introduction of the requirement “recipient-executed” as general rule for Project Preparation
grants and without exception for Project Implementation grants.

April 2002 Launch of the Climate Change Initiative Grants (CCG) Program

FYo4 Project Cofinancing Program for Institutional Capacity Building established

Extension of the requirement “recipient-executed” without exception to Climate Change and
Cofinancing grants.

FY03-05 Simplification Process introduced and rolled out for Project Preparation grants

FY05 Last year of Japan’s contributions to the Consultant Trust Fund (CTF) Program

Funding for the PHRD Fund has also changed over the years. Comparison of the tables in Exhibits
3.2 and 3.3 show that Japan’s contributions to the PHRD Fund has declined sharply between the
two periods FY93 - FY99 and FYOO — FY06. While the total amount of contributions to the PHRD
Fund amounted to US$1,278.27 million between FY93 and FY99, it was reduced almost by half, i.e.
US$602.27 million in the following period (FY00-06).

The decrease has mostly affected the Technical Assistance Program. For the FY93-99 period, the
percentage of contributions to TA represented the highest percentage (80 percent) of Japan’s total
contributions to the PHRD Fund. For the period currently under review (FY00-06), the percentage
of Japan’s total contributions to TA fell to 30 percent, thus putting the TA Program in second place,
after the Special Grants Program. Annual contributions to the TA component of the Fund went from
a high of US$197.26 million in FY95 to a low of US$2.92 million in FY06. The decline in the
amount allocated to the TA Program over the past six years has resulted in TA representing less than
six percent of Japan’s contributions to the PHRD Fund in FYO06.

Exhibit 3.2 Japan’s Contributions to the PHRD Fund by Program FY93-FY99 (in US$ million)

FY93 | FY94 | FY95 | FY96 | FY97 | FY98 | FY99 Total |% Total
All TA 136.62| 158.00| 197.26( 180.99| 135.56| 94.82| 117.55|1,020.79 80%
JCTF 1.94 3.331 10.77| 12.25| 14.46] 14.17| 13.58 70.51 6%
WBI Total 2.74 2.99 3.17 3.26 3.27 3.05 2.49 20.98 2%
Scholarship Program| 13.48 10.54| 10.16] 12.52| 13.98] 12.86| 25.24 98.78 8%
Special Grants' 0.00 0.00 0.00] 30.17| 17.68| 15.35 4.00 67.21 5%
Staff and ETC Grants 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0%
Total 154.77| 174.87| 221.36| 239.20| 184.95| 140.26( 162.86|1,278.27( 100%

' Special grants include the Japan Post Conflict Fund, the Japan ~-World Bank Partnership Program, contribution to other
Trust Funds including HIPC and the Consultants Trust Fund (CTF) and administration fees.

Source: Trust Fund Accounting team in Chennai
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Exhibit 3.3 Japan’s Contributions to the PHRD Fund by Program, FY00-FY06 (in US$ million)

FY00 FYO1 FY02 FY03 FY04 FY05 FY06 Total % Total
All TA 49.58 23.93 38.12 26.79 23.35 13.51 2.92 178.20 30%
JCTF1 7.16 6.69 6.29 20.13 3%
WSBI Total 2.61 2.54 1.85 1.67 1.68 1.46 1.17 12.98 2%
Scholarship Program 13.48 10.54 10.16 12.52 13.98 12.86 25.24 98.78 16%
Special Grants® 22.21 14.56 75.82 73.59 22.99 50.80 19.78 279.75 46%
Staff and ETC Grants 4.67 3.26 2.39 2.12 12.44 2%
Total 95.03 58.26 132.25 119.24 65.25 81.02 51.23 602.27 100%

"Since FY03 the Japan Consultant Trust Fund (JCTF) has been managed outside the PHRD Framework. In addition to the
contributions and special grants noted in this table there were two transfers from the PHRD Fund to the JCTF, of $1.64m in

FYO03 and of $13.43m in FYO4.

? Special grants include the Japan Post Conflict Fund, the Japan ~World Bank Partnership Program, contribution to other
Trust Funds including HIPC and the Consultants Trust Fund (CTF) and administration fees.

Source: PHRD Annual reports 2000-2006 and Trust Fund Accounting team in Chennai

3.4 PHRD TA Portfolio

Exhibit 3.4 shows the allocation of PHRD grants by type over the period FY00-06. The total number
of grants allocated over that period is 848 of which the Project Preparation grants represent 85
percent. Over the period under review, the numbers of Preparation grants have declined, with
those approved in 2006 representing only 70 percent of those approved in 2000.

Exhibit 3.4 Approval of PHRD TA Grants by Type and Year (Number), FY00-FY06

Grant Purpose FY00 FYO1 FY02 FYO03 FY04 FYO05 FY06 Grand Total
Climate Change 9 9 12 6 36
Cofinancing 8 9 20 37
Implementation 3 4 4 10 9 4 34
Preparation 139 130 70 96 135 81 69 720
Technical Assistance 20 1 21
Grand Total 159 133 74 109 163 111 99 848

Source: SAP and e-TF databases (as of April 6™ 2007) and grant documents

Note: The total number of grants across some categories has been revised on the basis of the documentation available on
PHRD TA grants. Thus, a grant in Ethiopia classified as Implementation grant is actually a Preparation grant, and another
grant in Colombia originally classified as N/A is a technical assistance grant.

Exhibits 3.5 and 3.6 show the allocation of PHRD TA grants in terms of dollar amount across the
four categories. The term “allocation” refers to funds allocated against the approved grants or, in
other words, these are the values of the number of grants approved. They show that from FY0O to
FYO06 the percentage of the total amount allocated to Project Preparation grants by year has declined
from 100 percent to 45 percent due to the introduction of new grant windows: the Project
Implementation grants, established in FY0O; the Climate Change grants, introduced in FY02; and the
Project Cofinancing grants, established in FY04.

Exhibit 3.5 Allocation of PHRD TA Grants by Type and Year (Amount US$), FY00-FY06

Grant Purpose FY00 FYO1 FY02 FY03 FY04 FY05 FY06 Grand Total

Climate Change $6,127,769.00 $5,695,745.00 $5,505,395.00 $3,036,600.00]  $20,365,509.00
Cofinancing $30,889,000.00f  $30,043,000.00]  $53,228,300.00] $114,160,300.00
Implementation $980,350.00 $1,500,900.00 $769,445.00 $5,230,610.00 $4,654,736.00 $1,550,980.00] $14,687,021.00
Preparation $58,780,790.00f $61,452,481.00] $40,107,357.00] $59,376,245.00| $84,205,320.00f  $52,069,345.00]  $46,730,996.00 $402,722,534.00
Technical Assistance $10,844,464.00 $2,785,200.00 $13,629,664.00
Grand Total $69,625,254.00| $62,432,831.00] $41,608,257.00| $66,273,459.00| $128,805,875.00] $92,272,476.00f $104,546,876.00| $565,565,028.00

Source: SAP and e-TF databases (as of April 6™ 2007)

Note: The total dollar amount of grants across some categories has been revised on the basis of the documentation
available on PHRD TA grants. Thus, a grant in Ethiopia classified Implementation grant is actually a Preparation grant, and
another grant in Colombia classified N/A is a technical assistance grant
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Exhibit 3.6 Trend in TA Grant Allocation by Grant Type FY00-06 (Amount US$)
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Source: SAP and e-TF databases (as of April 6" 2007)

3.4.1T Preparation Grants

Preparation grants have been the core grant window of PHRD TA since 1990. During the period
FY88 through FY98 the share of PHRD-prepared Bank projects continuously increased, reaching
almost 60 percent of operations in FY98. The ratio of Bank projects prepared with the support of
PHRD grants was nearly halved during FY00-FY02. This ratio dropped to 24 percent in FY03, 12
percent in FY04, and recovered to 21 percent and 27 percent, in FY05 and FY06, respectively
(Exhibit 3.7).

Exhibit 3.7 Trends in the Numbers and Percentages of Bank Approved Projects Prepared with PHRD TA Grants

World Bank projects Approved and Supported by PHRD Grants (in numbers
and percentage)
Number of project Percent
300 T - 60%

250 A - 50%
200 A - 40%
150 | - 30%
100 |

r 20%

50 - r 10%

0 - r 0%

FY00 FYo01 FY02 FY03 FY04 FY05 FY06

I Approved Projects 20 Projects prepared with PHRD Grants —&— Percent of approved projects prepared with PHRD grants

Source: TFO’s memo “The Analysis of the PHRD Fund”
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Thirty-five percent of the grant allocations are to focus on IDA and IDA blend countries and the Asia
region. The policy guidelines from recent years stipulate a maximum of US $1 million for each grant
and make any sector eligible for a grant in low and lower-middle income countries. The
expenditures that are allowed in the case of a PHRD Preparation grant are consultant services and
non-consultant costs (up to 10 percent of the grant amount for local training, workshops, and
essential equipment/operational costs).

3.4.2 Implementation Grants

Technical assistance for Project Implementation within the PHRD TA was launched in FY00. The
purpose of this type of grant (for a maximum of US $1 million) is to address constraints or gaps that
have hindered implementation of the operations financed by WB loans, credits and grants, where
the shortcomings were not identified during project preparation. This new component of technical
assistance was added to support the Bank’s effort to improve project implementation and is in line
with the Government of Japan’s efforts to improve aid effectiveness. The focus of this grant window
is also on IDA/IDA-blend and lower-middle income countries. Over 76 percent of the grants have
been for IDA countries. Since FYO0, PHRD Fund Annual Reports indicate that 34 Implementation
grants amounting to $14.69 million have been approved.

As initially described in PHRD TA documents, the Implementation grants were to fund “selected
activities [that] had to be essential and in the following selective priority areas: environmental and
involuntary resettlements issues, translation of document into local languages, and enhancing the
role of women in development.”®

The Implementation grant component evolved over time, introducing a focus on the capacity
building needs of implementing agencies. In the FY04 Policy Guidelines and Program Allocation
document, the scope of the grant was narrowed to include only projects that improve institutional
capacity of the implementing agency that is to implement the Bank financed project. The proposal
template for the Implementation program asks applicants to describe the project implementation
issues and weaknesses that have hampered efforts by the implementing agency to carry out project
activities, and to detail how grant activities address these constraints.

The same policy on eligible expenditures applies for both Preparation and for Implementation
grants. In addition, the operations supported by the Implementation grant must be approximately
one year under implementation. The maximum grant implementation period is four years.*’

3.4.3 Climate Change Grants

The Climate Change Initiative (CC) within PHRD began in 2003 and is part of the Japanese
Government’s leadership within the UN Framework Convention on Climate Change and the Kyoto
Protocol that emerged in 1997. The CC is the only window of the PHRD TA that is earmarked for a
specific issue and a key question is whether such earmarking should continue, especially if the
amount of grant money available for PHRD TA should decline. Since 2003 a total of 36 CC grants
have been approved in 31 countries, of which 7 have been cancelled.*®* Thus, WB experience with
the special grants is limited.

8 PHRD Annual Report 2000, p.7

*http://web.worldbank.org/WBSITE/EXTERNAL/EXTABOUTUS/ORGANIZATION/CFPEXT/EXTTRUFUN/EXTM
AINPRO/EXTPHRD/0,,contentMDK:20923738~menuPK:2639951~pagePK:64168445~piPK:64168309~theSit
ePK:2524316,00.html

Y One grant was cancelled by the Japanese Government, three by the recipient countries, and three by the
World Bank.
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The goals of Climate Change grants are to:

» Foster adaptation: support the inclusion of climate-change concerns in the recipient
country’s development planning process and acquisition of knowledge in assessment of the
impact of local green house gases (GHG) emissions;

« Promote mitigation: support initiatives, including pilot activities, for the reduction of GHG
emissions as developing countries increase energy production;

o Build capacity: support technical capacity and institutional building for the country’s
involvement in climate change issues.

What is also challenging in terms of making any generalizations about the CC grants is that the
projects in the portfolio are very diverse in terms of sectors, ranging from reforestation, through
methane capture from landfills, to transportation. In addition, the CC portfolio cuts across project
preparation, implementation of pilot projects, and includes grants primarily designed for capacity
building and scientific research projects, which makes them less strictly comparable with grants in
the rest of the PHRD TA Program. CC grants must be recipient executed and cannot exceed $1
million.

3.5 Grant Allocation

3.5.1 Grant Allocation by Sector

In the period FY02-FY06, the main focus of PHRD TA grants (in terms of dollar amount) has been on
multisector, agriculture and health sectors. Volume IX- Methodology provides the distributions of
the number and amount of PHRD TA grants by sector for FY02-FY06, updating the information
given in the previous evaluation ‘Development Impact’ by the PHRD Monitoring and Evaluation
Unit. 3

An analysis of the change in sectoral allocation of PHRD grants between the periods FY95-FY99 and
FY02-FYO06 is given in Exhibit 3.8 for sectors for which grants were approved in both periods. It
shows that while agriculture has maintained its relative level over both time periods, the multisector
category has increased and allocations to the environment and finance sectors have particularly
declined.

3 Based on data provided by the TFO for the period FY02-FY06

January 2008 " .:RSAL]A
© UNIVERSALIA [ﬂ ERSA 17

1290 p:\int!\ 1290 evaluation of jphrd trust fund\final report january 2008\synthesis report\final phrd synthesis report_43cs.doc




Final PHRD Synthesis Report

Exhibit 3.8 Trend in PHRD TA Grants by Sector FY95-FY99 and FY02-FY06
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Source: on the basis of Development Impact — Japan Policy and Human Resources Development Fund (PHRD Fund);
Resources Mobilization and Cofinancing; World Bank (p. 14) and TFO, ‘PHRD Approval List FY02-FY06'.

Note: The data include project preparation, project implementation, climate change and cofinancing grants. The graphic
does not include the “Water and Sanitation” sector because the data in the previous evaluation are not reliable.

3.5.2 PHRD Project Preparation Grant Allocation by Region

Although the total Project Preparation grant amounts for the periods FY93-FY99 and FYO0-FY06
show a significant reduction between the two five year periods globally (from US$1,048.3 million to
US$402.7 million) the reduction in PHRD Project Preparation grants approval, hence allocated, has
not been uniform between regions.

In Africa, the total grant allocation over the five-year periods did not change much (US$147.3
million to US$103.8 million) so that the proportion of grant money received by Africa for project
preparation increased from 14 percent to 26 percent. Central Asia saw almost a halving in its
allocation amount (US$22.2 million in FYO0 —FY06 from US$33.6 million in FY93-FY99),
nevertheless the proportion in the regional allocation has been increased to 6 percent from 3
percent. Similarly, in Latin America and the Caribbean, the allocation amount decreased
considerably, but its proportion in the regional allocation has been increased to 22 percent from 20
percent.

The allocation given to South Asia in FYOO —FY06 fell to US$19.6 million from its previous level of
US$120.1 million in FY93-FY99, so that its regional allocation fell from 11 percent to 5 percent.

In other regions, including Europe and Central Asia, East Asia and the Pacific, and the Middle East
and North Africa, while the dollar amounts of the grant totals fell between the two periods, the
proportions of global PHRD TA received by each region did not change significantly. In East Asia
and the Pacific region, for example, even though the total amount fell to US$88.3 million from a
previous US$229.4 million, the proportion in the regional allocation has been maintained at 22
percent.
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Tables showing the regional allocations of the PHRD Project Preparation grants for the periods
FY93-FY99 and FY00-FY06 by US$ amount and by regional percentages to provide a comparative

update to the previous evaluation are provided below in Exhibits 3.9 and 3.10.

Exhibit 3.9 Regional Allocation of PHRD Project Preparation Grants between FY93-99 (in amount US$)
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Source: SAP and e-TF databases (as of April 6" 2007)

Exhibit 3.10 Regional Allocation of PHRD Project Preparation Grants between FY00-06 (in amount US$)
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4. Relevance of the PHRD TA

4.1 Introduction

This section presents the findings on relevance of PHRD TA. The relevance of PHRD TA depends
on the value placed on it by the key stakeholders involved — in this case, the World Bank, the
recipient countries and the Government of Japan as donor. The PHRD TA may have been relevant
when it began almost 20 years ago, but shifts in the context may have changed the need for the
grant program.

The individual findings on relevance add up to four main messages:

1) Preparation grants are seen as filling a key need in a donor context where there are few
alternative mechanisms - especially mechanisms with the unique combination of
advantages presented by PHRD TA, which is a recipient executed, untied grant mechanism
dedicated to improving project preparation. Careful project preparation that ensures that
both the recipient government and the World Bank use best practices is seen as key to
successful loan operations.

2) While still relevant in cases where unexpected or more technical studies or other TA
activities are needed, the Implementation grants are seen as less necessary due the
existence of other potential resources and demand is usually less than the allocation to
Implementation grants.

3) More recently the Climate Change Initiative has enabled recipient countries to enter the
new international carbon market and to experiment with innovative projects. PHRD TA is
seen as an essential source of project support without which many climate change projects
would not be undertaken. Furthermore, the Climate Change Initiative has provided
additional relevance to Japan for PHRD TA.

4) The original rationale of the Government of Japan for funding good project preparation is
still valid. Through the experience of the PHRD TA, Japan has gained valuable experience
in managing ODA, and has gained visibility with the implementing agencies in recipient
countries, although not as much visibility as might be possible or desirable.

4.2 Relevance to World Bank Operations

The evaluation team was asked to explore the relevance of PHRD Preparation, Implementation, and
Climate Change grants for the operations of The World Bank.

Finding 1: PHRD TA grants are relevant to the operations of the World Bank, particularly
because there are few alternative mechanisms with the advantages of PHRD
Preparation grants, and more recently, the Climate Change grants. While
Implementation grants are also relevant, they are seen as less critical to Bank
operations.

In all countries the PHRD TA Preparation grants are seen as relevant to the operations of the WB.
The general view is that if there were no PHRD TA Preparation grants, the WB would have to
provide a similar mechanism through its own or other resources because there are few substantial
alternatives for funding project preparation. The World Bank Project Preparation Facility (PPF),
which advances resources for preparation that are eventually added to the loan or credit or must be
repaid if there is no follow-on operation, provides one alternative to PHRD. As illustrated in a TFO
note of April 2007, over half of the World Bank operations prepared between FYO1 and FY06 drew
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on these two forms of assistance for financing preparation costs. PHRD had a slightly larger role (31
percent of operations) than PPF advances (26 percent of operations). Although the total amounts
approved for PPF advances and PHRD were similar, a review of grants and PPF advances closed in
FYO5 and FY06 showed that only 27 percent of approved PPF are actually used, while the PHRD
figure is closer to 75 percent. Therefore, in terms of funds approved and actually used for
preparation in the period under review, PHRD provides more than double the funds of PPF.*

The PHRD TA grants are particularly relevant because they are recipient-executed, not tied, are not
loans, and because they fund conceptual studies that few national governments will support in
anticipation of follow-on projects. The predictability of PHRD funds compared to resources from
other bilateral funds is also an advantage of PHRD funds that increases their relevance to the Bank.
The view of WB staff in headquarters echoes the view at the country level — PHRD TA grants are
critical to better follow-on projects. Survey results show that 96 percent of respondents rate PHRD
Preparation projects as having satisfactory relevance to World Bank operations, together with 100
percent of respondents for the Implementation and Climate Change projects (Q1.8.1 and Q4.8.3).%

The PHRD TA Climate Change Initiative is seen as relevant for the World Bank since the Bank’s
mandate is to support the sustainable development of its client countries and climate change is an
increasingly important factor to be incorporated into that development. By providing a grant to
experiment and gain experience, the Bank is able to support needed preparation for obtaining a WB
loan, GEF or IDA grant or carbon finance contract. Of the 24 CC grants studied, seven were
cancelled before completion,® 16 have led to a Climate Change grant, loan or contract, and the
outcome of one (in Ethiopia) is yet to be determined (see Exhibit 3.3 in Volume VIII — Climate
Change Case Study).

It is difficult to provide a judgment on the relevance of the Implementation grants since only two of
the countries reviewed in depth were users of PHRD Implementation grants, and the evaluation
sample included only 18 grants. Those familiar with Implementation grants certainly see them as
helpful in the particular circumstances for which they were used but there are other ways to fund
technical studies within the framework of the loan operation.

Other bilateral trust funds, government resources and contingency funds in the loan, as well as a
technical assistance operation, should be alternatives to the grant.*> Several TTLs interviewed
described Implementation grants as a “luxury” or as “icing on the cake”, but perhaps not as critical
to WB operations as the PHRD Preparation grants.

> TFO, Sources of Funds to Prepare Operations for Financing by the World Bank, 2007.

¥ In findings where questionnaire survey data is cited, there is a reference in parenthesis to the specific
question number in the questionnaire survey.

** Details of the reasons for cancelling the CC grants are given in Volume XIII (Climate Change Case Study).

> PHRD TA is reported to have several advantages over resources from other bilateral trust funds that include:
(i) no restriction regarding the nationality of hired consultant; (ii) providing a greater amount of money than
other bilateral trust funds for similar activities; (iii) providing a faster source of TA funding during the
implementation phase; and (iv) predictability of PHRD TA funding.
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4.3 Relevance to Country Development Strategies

This section reports findings on the relevance of PHRD TA components to the countries, particularly
as it relates to their national development strategies, perceived needs and demand for grants, and
alternative sources for financing technical assistance in preparation, implementation, or climate
change.

Finding 2: PHRD Preparation grants are seen as an essential and unique source of funding for
which the need still exists or is growing. Without PHRD preparation support,
countries would be less able to implement Bank loan operations in support of their
national development strategies.

There are very few other donor resources available to invest in recipient-executed preparation.
Those that exist do not have the same characteristics as PHRD TA (country execution, predictability
and generosity of resources, etc). Therefore, in the absence of PHRD TA, more systematic use of the
World Bank’s Project Preparation Facility (PPF) and governments’ own resources would have to be
made. National partners already invest considerable matching resources of their own, especially in
personnel and facilities, for every project preparation exercise. Among the 12 projects reviewed in
Indonesia, ten projects received some grant money from the government to support project
preparation. The government contributions ranged from 5 percent to10 percent of the total grant
amount. However few governments would be willing or able to fully fund preparation activities. In
particular, countries would not be able to afford to hire international consultants and believe that
this would be a constraint to good project preparation.

Respondents to the survey report that the need for Preparation grants is the same as in previous
years (51 percent) or is increasing (42 percent) with only 7 percent saying that the need is declining.

Other potential alternatives for project preparation are often sector specific or are targeted to certain
kinds of studies rather than for overall program design. Those cited in the country studies include
the Netherlands Water Partnership Program, Cities Alliance, IFAD and other bilateral development
agencies. In Vietnam and in Indonesia the AsDB provides a project preparation facility for its own
loans, but these are executed by the AsDB itself rather than the national partners, and much less
valued for that reason. There are examples of cross-fertilization between PHRD supported project
preparation and those of other donors. In five projects in Indonesia, either the TTLs or the country
government sought additional sources of funding (i.e., beyond the PHRD TA and the government of
Indonesia) and three were successful. The additional funds came from a range of other sources — the
most frequently cited were DANIDA and bilateral agencies in Spain and Italy.

Some respondents have suggested that if the money for project preparation were a loan, it could
give greater ownership of the preparation process to the country. Governments might also feel a
greater responsibility for the proper management of the preparatory phase if they had to pay for it.
But making the project preparation part of the loan could also cause a slowing and constricting of
the project pipeline given the complex and slow decision-making process in some countries. This
may be particularly a problem where projects are more decentralized to state and local levels of
decision-making. Moreover, governments do not yet seem to be willing or able to prioritize,
organize, and fully fund project preparation phases.

For Climate Change grants, PHRD TA is seen as an essential and unique source of funding without
which, many Climate Change projects would simply not occur. For the Climate Change projects,
all respondents said that they thought the need for such grants was growing.
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Finding 3: Demand for Implementation grants has been lower than the planned allocations for
this grant area.

The demand for Project Implementation grants was stable in the first three years, fluctuating
between three and four grants for an average value of US$ 1.1 million per year.”® Between FY0O-
FY06, 34 Implementation grants totaling $14.7 million were approved. *

In comparison to Preparation grants, however, demand for Implementation grants has been lower
and grant approvals in this area have at times fallen short of the allocations provided in the Annual
Policy Guidelines. As noted in the PHRD Fund Annual report 2006: “.... demand for project
implementation grants has been slow. Since this type of grant was introduced in FY02,%® the value
of proposals submitted has been less than half of the APD [Annual Policy Document] allocations for
project implementation grants.”*’

The gap between APD allocation and demand for PHRD Implementation grants is shown in Exhibit
4.1. The amounts of the 18 grants reviewed are well under the US $1 million cap and most of them
do not request even half of that amount. During the FYO1-03 period covered by the desk review of
Implementation grants, the grant amount ranged from US$ 85,500 to $ US$ 657,200 with an
average of US$ 325,658. In the entire Implementation grant portfolio, only one grant was for the
maximum amount of US$ Tmillion.

Exhibit 4.1 APD Allocation for Project Implementation Grants and Project Implementation Grants Allocated by Fiscal

Year
10
8
c
S 6
=
A4
)
2
L1 B
FYO3 FY04 FYO5 FYO06
‘DAPD Allocations for Pl Grants B PI Grants Allocated ‘

Note: The graph only provides data for the fiscal years in which complete data is available on APD allocations and grants
allocated.

Source: APD allocations taken from Annual Policy Guidelines and Program Allocation; grants allocated taken from SAP
and e-TF databases (as of April 6™ 2007).

** The demand refers to the number and level of approvals.

%7 Source: SAP and e-TF databases (as of April 2007).

*® This appears to be an error as Implementation grants began in FY0O.
*? PHRD Fund Annual Report 2006, p.4
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The Annual Report (FY06) noted that a “plausible explanation for the low demand is that recipients
are less inclined to acknowledge the early signs of implementation capacity issues that would justify
a request for a Project Implementation grant, and later there is not enough time to process and use
grant resources.” Our interviews suggest other plausible explanations, including that the
Implementation grants are still seen as a newer instrument for funding TA and are less well known
than Preparation grants among WB staff. In Indonesia, for example, TTLs indicated that
Implementation grants were the “best kept secret.” Similar views were provided by TTLs from other
regions, although several also suggested that awareness of the availability of these grants had
increased in recent years thus resulting in greater competition for Implementation grants. In
addition, respondents noted that there are potential financing alternatives for technical assistance
during project implementation, although availability of these resources may vary according to
country and project.

About half of the Implementation grant respondents also offered an alternative view regarding the
need for Implementation grants, suggesting that the recipient government should take responsibility
for issues related to project implementation and pay for this type of consulting services. The
possible exception noted was when there is a need for very technical advice (on tax policy, for
example), where there is no expertise nationally. These grants do allow government to hire
international consultants if they are needed.

Finding 4: For most countries, there are no real alternatives to the PHRD Climate Change
Initiative for preparing climate change projects which are seen as relevant to national
development priorities.

CC projects must be linked to Bank-financed operations or activities that are supported by the
Prototype Carbon Fund (PCF), the BioCarbon Fund (BCF), the Global Environment Facility (GEF) or
some other environmental fund managed by the World Bank. Most of the CC grants have therefore
been used for preparing carbon finance contracts which bring financial and environmental benefits
to the country. Sometimes the CC grant has added a new component to a more traditional project,
such as a carbon finance component of a reforestation project.

In many cases the CC grants have helped countries to prepare and/or implement carbon finance
projects that are their first entry to the international carbon market and their first experience of
managing a project that must stand up to the high standards for accountability and transparency
required by the Clean Development Mechanism (CDM). The CC allows countries to experiment
within the PHRD safety net, to build their project management capacities, and to be a potential
economic player in a fast-growing market.

The CC of PHRD is the only source of grants that combine analytical work for preparation with
practical implementation of pilot projects. This combination is critical to Climate Change projects
where methodology must first be developed and then tested. PHRD is also the only fund available
to the World Bank that can be used to access cutting edge technology for climate modeling and
research (e.g. the Earth Simulator computer at the University of Tokyo).

The other sources of funding for climate change projects include:

o Carbon funds managed by the World Bank — the costs of project preparation must be
deducted from the future income from the sale of carbon credits;
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 Carbon Finance Assist of the World Bank — can only fund capacity building and not
preparation of carbon finance projects;*

o GEF - the Global Environment Facility provides grants for climate change mitigation and
adaptation and manages two special funds under the UNFCCC, but under the Performance
Based Framework adopted in 2003, many countries are not eligible for GEF grants. The GEF
cannot contribute directly to components of a project that leads to carbon finance nor can it
be used for scientific studies even if these are related to climate change. However GEF
resources can be used to prepare the way for carbon finance projects, and the GEF can fund
such activities;

o The GEF has accepted PHRD CC grants as a co-finance component from national
governments so that CC grants can leverage GEF funds;

« Other bilateral funds — none have a specific earmark for climate change project preparation
and most have conditions regarding consultants that make them less flexible than PHRD;

o Global Facility for Disaster Risk Reduction (GFDRR). The Bank-administered GFDRR
provides funding support for risk assessment and adaptation activities related to climate
change, however only in the context of mitigating natural disaster. It does not provide any
funding for abatement of emissions or for the incorporation of climate considerations into
the economic and social development policy of developing countries.

Finding 5: The reported need for future PHRD grants under the Climate Change Initiative
appears to be growing.

Although the data are sparse, the survey responses show that all 13 respondents who answered the
question about future need for Climate Change grants reported that the need was growing. This
compares with the responses for Preparation grants which found only 42 percent of respondents
who thought that the need for Preparation grants is growing and 49 percent who think that the
demand for them remains the same. Several other World Bank staff, government representatives and
four Japanese representatives interviewed said that they do not know what the need for CC grants is.
One government representative said that his experience with the CC was too new to express an
opinion. World Bank representatives in India anticipated that climate change projects would be a
growth area for the subcontinent. Although the data are thin at this early stage, it seems that those
who are most familiar with the topic agree that the need for PHRD Climate Change grants is
growing as the topic takes on greater momentum internationally.

Finding 6: At the present level of PHRD TA funding, the earmarking of grants as part of the
Climate Change Initiative has enabled developing countries to enter a new
international carbon market to support national development strategies.

Developing countries are only just starting the learning process that will lead to the integration of
climate change considerations in development policy and need targeted support to enable them to
do so. Developing countries cannot start this process with lending operations because they are not
ready to borrow for an issue they understand so little. The CC grants within PHRD TA are seen by
WS staff as a critical first step.

*0 CF-Assist and PHRD are collaborating with CF-Assist providing supervision costs by WB staff for PHRD CC
project preparation.
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Most of the CC grants have been used for preparing carbon finance contracts which bring financial
and environmental benefits to the country. Sometimes the CC grant has added a new component to
a more traditional project, such as a carbon finance component of a reforestation project.

Climate Change grants support national capacity building especially in management and
verification activities. In general, executing agencies can implement the main project activities
(plant trees, generate electricity) but they lack experience on how to design and execute the
emission reduction component of the project. A plantation can only be used to claim GHG
reduction credits as long as the trees are growing and their growth can be monitored and verified. It
is the management of the certification process that is the main challenge for many national
agencies.

Since all CC grants must be linked to either a World Bank loan or one of the environmental funds
managed by the Bank, they are in line with the CAS. By providing a grant to experiment and gain
experience, the Bank is able to support needed preparation for obtaining a WB loan, GEF or IDA
grant or carbon finance contract. At the present level of earmarking for CC, there is no reported
distortion of national development priorities. Rather the CC grants support the added value of
project components for climate mitigation/adaptation and entrance into the international carbon
market to projects that are already within national development strategies.

The PHRD TA Climate Change Initiative can be seen as an incubator for an emerging issue which is
becoming increasingly prominent. First generation climate change projects have high preparation
and transaction costs, but potential high impact when they are replicated. In our survey 93 percent
of 14 TTLs involved in Climate Change grants believe that the CC should be retained as a special
earmarked fund within the PHRD TA.

4.4 Relevance to Japan
This section presents the evaluation’s findings on relevance to the Government of Japan as donor to
PHRD TA.

Finding 7: Some of the original objectives of Japan in funding PHRD TA have been partially met,
but the main objective of meeting the need for good project preparation in developing
countries remains valid and may increase with increased government decentralization
and civil society participation in project design and implementation.

The relevance of PHRD TA to Japan can be measured against the three main reasons for which
Japan began investing in PHRD twenty years ago.*" These are:

1) Japan recognized a gap in project preparation for Bank loans that needed to be filled and it
agreed to fill that gap with PHRD;

2) Japan wanted to learn from the World Bank how to develop its own expertise in managing
development cooperation;

3) Japan wanted to be more visible in developing countries.
More recently, a fourth reason has been added:

4) Japan wants to play a leadership role internationally in the environment especially in
response to climate change and in developing energy efficiency technology.

*"Interview with Ministry of Finance officials, Tokyo, 5 December 2006
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This evaluation has shown that PHRD Preparation grants still fill a major need for good project
preparation and are highly appreciated by both WB staff and national governments. Helping to
ensure good project preparation is still a major interest of Japan in funding PHRD TA. However,
Ministry officials in Japan wonder why, given the expressed need for Preparation grants, other
countries have not expanded their own investments in project preparation funds in the Bank, and
without this, they begin to question why Japan should continue the same level of support to
Preparation grants in general.

Twenty years ago Japan felt it had much to learn about engaging in and managing international
development cooperation. Today, Ministry officials in Tokyo feel that they have gained much
experience and expertise so that the relevance of PHRD TA to meet the second Japanese objective
in funding PHRD is declining.

The third reason for funding PHRD TA — to increase Japanese visibility in developing countries — has
only been partially met, at best. Japanese officials recognize that while Preparation grants are
extremely important to good projects, they are relatively invisible within the recipient country
except to the central and line ministries and agencies directly involved. On the other hand it is
important for the Government of Japan to be able to demonstrate the relevance of PHRD for project
preparation to its internal constituencies of taxpayers — and how effective the PHRD TA has been in
this respect.

The context for the fourth aspect of Japanese visibility — Japan’s leadership role in environmental
technology — is discussed below in Finding 8.

Finding 8: The Climate Change Initiative is an important reason for the continuing relevance of
PHRD TA to Japan.

The earmarking of PHRD funds to create the Climate Change Initiative has increased the relevance
of PHRD TA to Japan and remains an important value-added component. In addition to Japan’s
leadership in the UN Framework Convention on Climate Change and the Kyoto Protocol, Japan is
one of the most important investors in World Bank managed carbon funds since Certified Emission
Reductions (CERs) are distributed pro rata among all investors. Japan has invested 46 percent of the
capital in the BioCarbon Fund and 41 percent of the capital in the Prototype Carbon Fund.** The
CC grants can lead to new climate mitigation projects in which Japan may wish to invest. In
Moldova, an agreement has been signed to offer Japan the first right of refusal on the future
mitigation projects that will be prepared by the Carbon Finance Unit.

* Table 5 in Volume XIII: Climate Change Case Study
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5. Effectiveness of PHRD TA

5.1 Introduction

The section on effectiveness assesses the extent to which PHRD TA programming has been aligned
with its policies and priorities, and the extent to which it is meeting its overall objectives. The
evaluation begins with an update on how PHRD TA has met its policy requirements for allocations
to Asia and to low income countries followed by an analysis of the data on different dimensions of
PHRD TA overall objectives, including:

o The contribution of PHRD TA grants to the quality of World Bank operations;

o The level and the nature of national capacity building resulting from PHRD TA grants;

o Whether PHRD TA grants were affecting country ownership of subsequent projects;

o Whether PHRD TA grants had contributed to policy changes in the country;

o Whether the Japanese government had gained any visibility as a result of the PHRD TA;
o  Whether sufficient results had been achieved as a result of PHRD TA grants; and

« The extent of collaboration and synergy with other ODA.

The individual findings on effectiveness add up to one main message — PHRD TA is producing high
quality results in all areas except for the visibility of Japan. Although each grant is generally less
than $1 million, the technical assistance achieved is rated highly by both World Bank and
government officials, especially for the key objective of high quality project preparation for Bank
loan operations. This overall conclusion is robust across the interviews and questionnaire survey
results despite the inconclusive results found in our analysis of quality of the follow-on projects
comparing projects prepared with and without PHRD TA. In section 5.2 we discuss the reasons
why the Quality at Entry data are inconclusive and provide a fuller discussion in Volume IX —
Methodology.

5.2 Policies and Priorities of PHRD TA

Finding 9: PHRD TA has operated according to the policy of maintaining a poverty focus by
ensuring that at least 35 percent of submissions for grants are from IDA and Blend
Countries. It has partially achieved a similar policy requirement for regional
distribution of submissions for the Asia region.

One of the criteria that are applied to PHRD grants is that they be directed to low income countries,
based on the assumption that the poorest countries are those that are in most need of assistance for
the preparation of the large development operations financed by the WB. Recent policy indicate
that the poverty focus of the TA program should be met by ensuring that at least 35 percent of the
annual submissions, by amount, are for IDA and blend countries.

Exhibit 5.1 shows the distribution of PHRD Preparation grants that were awarded to IDA eligible
and IDA non-eligible countries for FY00-FY06. The ‘IDA countries” group includes by and large all
countries with a per capita GNI lower than US$1025 (in 2007). This group therefore includes not
only all WB-defined low income countries (those with a per capita GNI lower than US$875) but

* In absence of data available on the annual submissions of grant funding proposals, we have used the data
on allocations.
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also the bottom tier of lower middle income countries (those countries with a per capita GNI
between US$876 and US$3,465).

Exhibit 5.1 PHRD Preparation Grants given to IDA Eligible and IDA Non-Eligible Countries for FY00-FY06 **

Grant Amounts Number of Grants

$ % # %
IDA
Countries $234,983,446.00 59.27% 417 58.82%
of which
Blend $53,789,657.00 13.57% 95 13.40%
of which
low-income
countries $160,620,686.00 40.51% 272 38.36%
of which
lower
middle
income
countries $65,434,425.00 16.51% 128 18.05%
Non-IDA
Countries $161,466,491.00 40.73% 292 41.18%
Total $396,449,937.00| 100.00% 709| 100.00%

Source: SAP and e-TF databases (as of April 6 2007) and World Bank Analytical Classifications
(http://www.worldbank.org)

IDA countries obtained 59 percent of the grants (in both numbers and dollar amount), which leaves
the higher GNI countries with 41 percent of the grants. These figures show that a relatively large
proportion of PHRD grants went to countries that are not IDA countries. If in the future, the funding
available for PHRD TA is significantly reduced the allocation of PHRD grant funds between IDA and
non-IDA countries may need to be reviewed.

Another policy for which we were asked to provide an update since FY99 is that at least 35 percent
of PHRD TA grant submissions should be for the Asia region (in accordance to the ‘FY06 Annual
Policy Guidelines and Program Allocation” document). In order to comment on this policy, we
have analyzed the data on the number and amount of grants given to the region. The trends in
annual grant allocations to Asia-non-Asia by number and amount of grants are shown in Exhibits 5.2
and 5.3. The data show that allocations of PHRD TA grants to Asia have been under 35 percent of
grant amounts from FYOT up to the present, ranging from 26 percent to 34 percent.

* The percentage of PHRD Preparation grants given to IDA Countries and Non-IDA Countries adds up to 100
percent. Blend, low-income and lower middle-income countries are three distinct subcategories of IDA
countries and built on different criteria. For instance, a blend country can also be classified as a low-income
country or a lower middle-income country. Therefore, the percentages of these three categories do not add up
to 100 percent.
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Exhibit 5.2 Trend in Allocation of PHRD TA Grants by Region (Asia-Non Asia) FY00-FY06 (Number of Grants)*

80%
ol g—— A |
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—&— Asia —#— Non-Asia

Source: SAP and e-TF databases (as of April 6th 2007)
* Asia includes the Central Asian economies under the WB ECA region.
* The data include project preparation, project implementation, climate change and technical assistance grants.

Exhibit 5.3 Trend in Allocation of PHRD TA Grants by Region (Asia-Non Asia) FY00-FY06 (in Amount US$ Million)*
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Source: SAP and e-TF databases (as of April 6 2007)
* Asia includes the Central Asian economies under the WB ECA region.
* The data include project preparation, project implementation, climate change and technical assistance grants.

5.3 Quality of the Operations Supported by PHRD TA

This section presents findings on the contributions of PHRD TA to the quality of World Bank
operations. In general, judgments on the quality of operations at the World Bank are based on the
assessments of quality at entry, carried out by the Quality Assurance Group (QAG), and other
measures of project performance as determined by ex-post evaluations conducted by the
Independent Evaluation Group (IEG). A brief description of both kinds of reviews is presented in
Exhibit 5.4. The data provided by these two groups in the World Bank inform the findings in this
section; more in depth discussion and analysis of their data sets is provided in Volume IX —
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Methodology. The section also draws on the perceptual data provided by respondents on the quality
at entry, as well as overall quality of the World Bank operation that was supported by a PHRD grant
in either the preparation or implementation phase.

Exhibit 5.4 QAG and IEG Assessments

QAG ‘QUALITY AT ENTRY’ ASSESSMENTS IEG ASSESSMENTS OF PROJECT PERFORMANCE
QAE refers to the quality of a World Bank project at the | IEG undertakes ex post evaluations of specific
time that it is approved by the Board of Executive projects that focus the criteria of: relevance,
Directors of the World Bank. As described by QAG, the | efficacy, efficiency, sustainability, institutional
quality assessment is guided by three broad questions: development impact, outcomes, borrower
1. Are the project objectives worthwhile and the risks performance, and Bank performance.

commensurate with potential rewards? Quality at Entry is one of the dimensions

2. Is the project likely to achieve its objectives? included in the assessment of Bank
3. Is the underlying logic clearly articulated?*’ performance.

Finding 10: PHRD Preparation grants are reported to have positive outcomes for follow-on
operations.

In the portfolio of Preparation projects reviewed in the country case studies, almost all have led or
are expected to lead to follow-on operations. For those grants which did not lead to follow-on
operations, the reasons were not linked to the quality of the preparation achieved through the PHRD
grant but rather to the decision of recipient governments not to proceed with the loan.

Survey results show that 95 percent of respondents rate the quality of outputs of PHRD grants as
somewhat satisfactory, satisfactory or very satisfactory, with 42 percent giving the ‘very satisfactory’
rating (Q5.2)*. The impact of Preparation grants on increasing World Bank loans to the country
were rated as leading to a ‘substantial increase’ by 48 percent of respondents, a ‘moderate increase’
by 30 percent and ‘no or little increase’ by 18 percent (Q5.11).

Exhibit 5.5 Quality of Outputs Exhibit 5.6 Impact of Preparation Grants on the
Increase of World Bank’s Lending
18% 60% -
16%
4% 50% -
12%
10% 40% -
8%
6% 30% - —
4%
2% 20%
0% -
TTL and World Bank Country Government Project Consultant 10%
@ Very unsatisfactory B Unsatisfactory o I:I I:I
OSomewhay unsatisfactory ONeither satisfactory neither unsatisfactory 0% T T T
W Somewhat satisfactory BSatisfactory None Little Moderately  Substantially
B Very satisfactory

Although our analysis of QAG and IEG data on Quality at Entry is inconclusive (see textbox below),
respondents across the board and across countries claimed that the PHRD TA was instrumental in

Yhttp://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/QAG/0,,contentMDK:20067543 ~pagePK: 109617~
piPK:109636~theSitePK:109609,00.html (accessed May 16, 2007)

* Results for Indonesia differed significantly from the rest both in the range of Indonesian responses and in the
modest satisfaction level this country reported. Numerous significant differences were detected across
countries in terms of the particular outputs deriving from PHRD grants.
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setting the stage for more robust and better quality projects (the projects are seen as grounded in
more solid analysis, with the risks better assessed, and with greater participation of local
stakeholders in the design).

IEG and QAG Assessments

Universalia was asked to provide an update (with respect to the 2001 evaluation of the PHRD
Fund) on the IEG assessment ratings for projects approved FYO0-FY06. Volume IX —
Methodology provides the details of the update comparing the distribution of ratings for various
dimensions of ‘quality’ for projects prepared with and without PHRD support.

The IEG assessment data show that WB operations are typically rated satisfactory or better on
the dimensions of Outcome, Quality at Entry, Sustainability, Institutional Impact, Bank
Supervision, Bank Overall Performance, as well as Borrower Implementation, Borrower
Compliance and Borrower Performance. The mean/median in all cases is a positive rating (i.e.
“satisfactory”, or “substantial impact” or “likely sustainability”). It was rare that a loan was
negatively assessed. In keeping with prior studies on PHRD, non-parametric tests were
conducted to compare results for the sample of projects with PHRD against the sample of
projects without PHRD. In all cases, no significant differences were detected for these
dimensions.

In addition, Universalia reviewed QAG data for 2000-2005 showing that the projects assessed,
both those supported by PHRD Preparation grants and those without PHRD grants, were
generally given satisfactory or highly satisfactory ratings on Quality at Entry. To be precise, 98.5
percent of the projects with PHRD* received a rating that was satisfactory.*® For the same
period, 96.3 percent of projects without PHRD were deemed satisfactory. In both subsamples, it
was extremely rare that the project was considered unsatisfactory. Accordingly, the median and
mode for the complete data set, and for each of the two subsamples are 2.00 (being the code for
satisfactory).

For the World Bank projects approved FY00-FYO06, our findings on the quality and performance
of projects with and without PHRD, are inconclusive, using either IEG or QAG rating data on
‘quality’.  Non-parametric tests of the equivalence of the underlying distributions for the
samples (i.e. PHRD versus without PHRD) are contradictory, which supports our decision to
refrain from seeking to understand the projects prepared with PHRD grants in comparison to the
remaining projects in the sample.

We believe that a key explanatory factor for these inconclusive findings is that the non-PHRD
projects may well have benefited from other forms of preparation support. The non-PHRD
supported projects may have received project preparation support form other WB resources
and/or other international donor agencies. Nor can a project be assumed to have been
developed without project preparation support simply because they have not been preceded by
a PHRD Preparation grant. Thus, the “non PHRD projects” are not a sufficiently homogenous set
to represent a relevant comparative group. Furthermore, it is reasonable to assume that TTLs are
more likely to apply for a PHRD grant for follow-on projects that they anticipate will need more
preparatory support, based on the readiness of the implementing agencies in recipient countries,
or the complexity or innovativeness of the project, or both.

* The Projects with PHRD were determined by matching the project ID number in the list of projects assessed
submitted by QAG with the project ID numbers listed for Preparation grants in the TF data base.

*% Satisfactory is above the line (includes Moderately Satisfactory, Satisfactory, and Highly Satisfactory).
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Respondents cited contributions that PHRD Preparation grants made to the design of the project as
well as to a better start-up of the implementation phase. The main ways in which the Preparation
grants were reported in our interviews to be effective for better follow-on projects were in:

+ Defining baseline data;

o Establishing monitoring and evaluation systems;

« Clarifying appropriate institutional arrangements for the subsequent project;
» Developing participatory processes with stakeholders;

» Helping to put in place policy, procedures and systems that were conditions necessary for
the loan;

o Better risk assessment;

o Accessing key expertise.

Grant supported activities were generally led by experienced local team leaders. Our survey
showed that 68 percent had more than seven years’ experience. Effectiveness for preparing follow-
on projects was weakened when the implementing agency was changed between the preparation
activity and the follow-on project. Respondents pointed out that the component activities of many
PHRD Preparation grants also produced results for sector reforms in their own right, beyond their
role for WB follow-on projects.

Respondents believe that any investment in preparation of follow-on projects would likely lead to
similar positive outcomes, but in the absence of many alternative sources of funds for project
preparation, the PHRD TA plays a key role in the quality of WB operations. WB staff members in
headquarters are very supportive of PHRD Preparation grants.

Finding 11: Implementation grants are a helpful mechanism for quickly channelling TA resources
to address issues that were not contemplated in preparation and to otherwise improve
the implementation of follow-on projects.

The respondents described the effectiveness of this grant window in terms of its ability to help the
World Bank and client countries to address:

» Gaps that emerge when a project begins (e.g. donors that had previously agreed to
cooperate with the project decide to withdraw and leave a gap in TA);

o Issues that are deemed to be crucial for the project, yet were not addressed during the
preparation stage (e.g., design of M&E system);

o Weaknesses in the implementing agency not previously detected (e.g. in project
management areas such as procurement, or in technical areas such as gender and poverty
targeting).

Thus, for many of the respondents the Implementation grants helped to resolve crucial needs and
capacity issues that emerged during project implementation. As noted in the case of Madagascar’s
Second Health Sector Support Project, it would have been impossible to carry out the project
without the PHRD because local capacity was insufficient to efficiently and effectively plan, manage
and implement health sector activity and the grant allowed the project team to hire consultants and
seek advice from a Harvard professor.
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Most of the Implementation Completion Reports (ICR) available in English (7) for the projects
supported by PHRD Implementation grants includes reference to the contributions of PHRD-
supported activities to the project’s success without attributing them to the PHRD Implementation
grant. The reports refer to the gender achievements, responses to the M&E mechanisms developed,
special consideration given to indigenous groups’ issues, and other areas that were targeted by the
PHRD grant. Only one of the ICR explicitly reports the effective use of the PHRD funds in project
implementation.

The interviews with TTLs and document review illustrate that the World Bank staff were generally
satisfied with the outputs of the grants, noting that the grants had generally achieved their aims and
had contributed to better execution of the WB project. Three examples are provided below:

1) Indonesia: The PHRD Implementation grant for Kecamatan Development Il allowed the
team to develop a very extensive and participatory monitoring and evaluation system
without which the subsequent phases of the project would not have been implemented.
The system was subsequently used by program managers and helped to improve the
project.*®

2) Benin: The grant to the Social Fund helped the organization to develop evaluation
methodologies, conduct an assessment (technical audit) of progress to date, and improve
both gender and poverty targeting in the project activities. As a result of the TA, the Fund
did change its procedures for doing outreach to poor communities.

3) Nicaragua: The grant to the Second Rural Municipalities Project helped to strengthen the
implementing agency and other actors in the project and contributed to improved project
performance.® Also in Nicaragua, the Nicaraguan SINAI [environmental information
system] is reported to be the best environmental system in all of Central America and is very
innovative precisely in the areas that benefited from PHRD funding to the Sustainable
Forestry Investment Promotion project. **

Finding 12: Grants under the PHRD Climate Change Initiative are effective in leading to follow-on
activities and adding value for countries.

Sixty percent of the CC grants (15 out of 24 studied) have led to follow-on projects or contracts
whose value far exceeds the amount of the CC grant (Exhibit 3.3 in Volume VIII - Climate Change
Case Study). Thus the grants have helped to create a new value (measured GHG emission
reductions) that a country can earn income from in a new market. Because the field is relatively
new, the CC grants are also providing benefits at a global level. They are expanding the
international carbon market and are contributing to new knowledge and greater technical and
managerial capacities through innovations that are being shared across countries and regions.

* Susan Wong, “Indonesia Kecamatan Development Program; Building a Monitoring and Evaluation System
for Large-Scale Community-Driven Development Program”, The World Bank, Environment and Social
Development East Asia and Pacific Region Discussion Paper, May 2003, p.26-27.

°9 P055823 Second Rural Municipalities Project, GRM, p.4. “At the time of the midterm review the project’s
development objective and implementation performance ratings had dropped from satisfactory to
unsatisfactory. The activities financed by the PHRD helped bring these ratings back into satisfactory range.”

> P052080 Sustainable Forestry Investment Promotion, TFSTAR 3, p. 2.
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5.4 Capacity Building

Capacity building is one of the subobjectives of PHRD TA that has grown in importance through
time as experience of PHRD TA evolved, in a similar manner to the goals of ‘country ownership’
and ‘visibility of Japan’. In this section, the evaluation addresses the level and the nature of national
capacity building resulting from PHRD TA grants.

Finding 13: PHRD TA Preparation grants have contributed to human resources development
within recipient countries as much, if not more, through practical experience than
through specifically designed training activities. There is demand for increasing the 10
percent cap on non-consultant costs to increase resources for training.

Most capacity building achieved within PHRD Preparation grants appears to be an outcome of the
practical experience of implementing the grant activities rather than the result of specific capacity
building initiatives funded within the 10 percent of project funds that can be targeted to training.
The Preparation grants allowed implementing agencies to have first hand experience of new
modalities of working together and with other agencies and public stakeholders that better prepared
them for managing the follow-on project. In addition to 53 percent of projects including training
workshops, in 50 percent of the PHRD projects they undertook assessments and surveys that made
them better informed about local conditions for the subsequent loans (Survey responses to Q3.1).%
The capacity building inputs in PHRD grants are highly inter-correlated.

At the individual level, the case studies reported the main areas of capacity building in:

+ Increased knowledge especially of prevailing international (specifically World Bank)
standards and procedures (procurement, logframe, financial management);

» Enhanced technical competences — through workshops in financial management, monitoring
and evaluation systems, data collection and analysis; and through working alongside more
experienced experts and international consultants;

» Awareness of alternative working styles — how to reach group consensus, how to listen to the
views of other stakeholders, the value of ‘soft” investments to improve quality.

At the organizational level, experiential capacity building was found in:

» Improved organizational systems — such as financial management and procurement systems,
project design, planning and management, restructuring leading to improved capacity to
deliver programs;

o More decentralized management systems — that are more efficient and participatory;
allocating tasks more appropriately along the national — local spectrum, and working with
civil society;

o Better coordination and information sharing among different agencies — such as inter-
ministerial discussions to agree on priorities, timeframes and indicators.

> A number of significant differences were found across countries for inputs to PHRD. (See Volume IX
(Methodology)
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At the level of improving the operational environment within countries, the PHRD Preparation
grants were reported to build capacities by:

 Increasing awareness at policy level of the value of stakeholder participation for better
project outcomes;

» Knowledge dissemination beyond the original group of local consultants trained through
sharing of the training through local organizations;

o Leveraging best practice in national contexts — the experience of Bank requirements helped
some implementing agencies to press national authorities for higher standards and good
practice in project management and procurement systems etc.

In the survey, respondents rated the contribution of PHRD to the human resource development of
local participants in the projects as “a great deal of capacity building” (44 percent), “some capacity
building” (41 percent), with only 15 percent of respondents saying “little or no capacity building”
(Q5.3).”

Questions were raised by respondents in the case studies about whether PHRD Preparation grants
could or should do more capacity building. In several countries, the 10 percent budget ceiling on
training and other direct capacity building activities (in contrast to the experiential capacity building
inherent in the project preparation activities) was criticized as too low in comparison to the needs,
especially for individual capacity building. Furthermore, ineligible expenditures for PHRD include
study tours and foreign training courses, which are seen by TTLs as well as government officials to
be valuable in some limited circumstances.

Other limitations on the value of the capacity building achieved in the PHRD Preparation grants
occurred when there is staff turnover and individuals who have worked on the preparatory activity
are not in the same positions when the follow-on project is implemented. A less common situation
with similar outcomes for reduced capacity building but at the organizational level occurs when the
implementing agency is changed between the Preparation grant and the follow-on project. For both
levels, the short implementation time for Preparation grants limits the capacity building that can be
achieved.

Respondents emphasized that capacity building is a valuable outcome of PHRD Preparation grants
and that as more WB projects are likely to be implemented at state and local levels, the need for
capacity building of officials and agencies outside of national capitals will increase.

Finding 14: Implementation grants are reported to increase technical capacities of implementing
agencies.

Implementation grants are reported to increase capacity among implementing agencies. The
capacities that are reinforced by the grants reviewed are primarily of technical nature, although
there are also reported improvements in project management as a result of the grants. A few
respondents also reported that these grants tend to use local expertise/consultants and as such
develop the local consultant pool.

>* Country comparison analysis reveals that the PHRD’s contribution to capacity building is relatively more
highly rated in Armenia, Colombia, India and Vietnam, and less so in Ethiopia and Indonesia.
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Exhibit 5.7 Examples of Implementation Grants Supporting Local Capacities

COUNTRIES PHRD GRANT ACTIVITIES INCREASING IMPLEMENTING AGENCY’S CAPACITIES

Mongolia The grants to Gansu and Inner Mongolia Poverty Reduction provided technical assistance to provincial
poverty reduction program authorities. Several TA components helped to design and integrate
participatory approaches and Village Development Planning in the project, by developing guidelines,
manuals, and providing training to stakeholders. In each of the provinces, with populations of 30-40
million people, the government did adopt a policy change of participatory, bottom-up approach to
planning from the Village level. Furthermore, the provincial offices had to adjust from implementing
the US$200 million project with related procurement plans, to a project of a much smaller scope (the
grant), where they were mostly procuring consultant services, a very different kind of procurement
need. Although the start up was slow for the grant, over time, procurement management was part of
the capacity built in the two provincial offices.

Mongolia “Feedback from implementing agencies tells us that in addition to the specific project outputs, they
cont'd have enhanced their cross agency coordination capacity; their capacity to fund raise internally and
externally to enhance regular program implementation; and enhanced the implementation quality of
their own programs.”>*

Madagascar | Capacity building in Madagascar as a result of the TA for the Second Health Sector Support Project was
also reported. The Malagasy now own the methodology developed in the health sector (Comptes
Nationaux de la Santé) and they use it. The government was forced to take more initiative because the
international consultant firm hired was not very involved.>

Benin As reported in internal World Bank documents (TFSTAR - Report, p.3), “the TA for the Social Fund was
able to build the capacity of the Fund to evaluate the poverty and gender impact of its activities. It did
this both by establishing a methodology and by providing the Social Fund experience in contracting
out necessary data collection activities that exceed the Fund’s capacity, but are necessary for a careful
evaluation of impact. It also provided the data necessary for a detailed poverty map of the country that
the Social Fund is now using to improve its targeting.”

Bolivia The capacity of the implementing agency has been enhanced as a result of grant support to the
Institutional Reform Project so that they have a better evaluation of the system they are implementing.
This is due to the capacity building exercises held to ensure that the recipient can effectively assume
the sustainability and security of the Central Government Integrated Financial Management System
(SIGMA).

Indonesia In reference to TA support for Kecamatan Development 1l, the respondents also report that capacity
building has taken place, but since the project is run by three ministries, it is unlikely that all of them
improved their ability to do Monitoring and Evaluation

Finding 15: Stakeholders assess CC grants highly in terms of their contribution to local capacity
building.

Climate Change grants have a high component of capacity building activities. In general, executing
agencies can implement the main project activities (plant trees, generate electricity) but they lack
experience on how to design and execute the emission reduction component of the project. A
plantation can only be used to claim GHG reduction credits as long as the trees are growing and
their growth can be monitored and verified. It is the management of the certification process that is
the main challenge for many national agencies. Survey respondents generally rated the capacity
building of CC projects as very high.

>* P046564 Gansu and Inner Mongolia Poverty Reduction, GRM, p.5.

>> P051741 Second Health Sector Support Project -CRESAN 1I, GRM1, p.1 “Thanks to the grant the client has
strengthened its capacity to manage budget at peripherical level and its capacity to understand the sector
financing. The Malagasy ministry of health is now able to carry-out its national accounts and analyse the
implications of the financing on the sector’s efficiency and effectiveness”
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5.5 Country Ownership

Country ownership is generally defined to mean that a recipient country feels responsibility for the
design, implementation and outcomes of a loan operation, together with its success and any
potential areas of failure. The requirement that PHRD TA grants are administered by recipient
governments using their own administrative, procurement, financial, auditing and reporting systems
including the selection of consultants, is seen as a key mechanism for increasing a country’s
acceptance of responsibility for the conduct and success or failure of project activities. This
involvement at the preparation stage is assumed to further increase country ownership of the
subsequent loan operation. More broadly, country ownership is indicated when the results of grant
activities lead to follow-up actions by governments such as policy changes; additional investments
of their own either in kind or in cash; further consultations with civil society; or even, when a
government makes its own decision not to take on the loan operation.

Finding 16: PHRD TA Preparation grants increase the sense of country ownership for follow-on
operations

In all case study countries, it was found that having a Preparation grant that is recipient executed
increases the sense of national ownership over the subsequent WB project. Despite, or because of,
the delays that are incurred through careful project preparation, particularly the stakeholder
participation process within the country, preparation projects create a sense of national ownership —
sometimes a strong sense of ownership. The key contributing factor is local involvement in the
implementation of the PHRD Preparation grant. In terms of consultants used — the major
expenditure in these grants - local consultants were used in 73 percent of PHRD projects and
international consultants in 57 percent of projects. Many projects used both.

In all case study countries, the direct involvement of the government in actually preparing the
PHRD grant proposal was reported as limited. However it was the recipient governments who
identified the objectives and the components of the grant in almost all cases, while the TTL wrote
the actual proposal. The TTL is reported as primarily responsible for the preparation of 82 percent
of PHRD proposals.

In Indonesia, some government representatives were critical of the way the World Bank TTLs
managed the PHRD TA grants, often attempting to speed up the process to ensure a timely
submission of the Project at the Board meeting.

In both Vietnam and India (accounting for a substantial share of the Preparation grants examined)
the national partners are intensively involved in all phases of the implementation of PHRD grants
(which may well extend the time required). Few, if any, substantial decisions would be taken by
Bank officials alone. In one major case in India, the entire grant proposal was specifically presented
as having been written by the State government agency responsible, and simply transmitted for
consideration without amendment.

In Ethiopia, it was realized that while the country might have a sense of ownership over the follow-
on project, government officials were also realistic in understanding that there were limits to that
ownership in the decisions that they could make in the preparation phase. Nonetheless, in several
countries, including Ethiopia, national governments did make the decision not to go ahead with the
follow-on loan, due to a change in government priorities or policy, or because the project did not
meet their quality criteria. This is also proof of a sense of ownership and a capacity to take
decisions regarding the fate of follow-on operations.
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In Colombia, government investments in up-front policy changes that are conditions for follow-on
operations (especially for Policy Development Loans), also increase the commitment of the
government to take ownership of the follow-on project.

In at least two countries (Armenia and Ethiopia) some stakeholders raised the question whether the
sense of ownership would not be even further increased if some more explicit co-funding
requirements were specified for PHRD Preparation grants, going beyond the present pattern of
various in-kind contributions that are not always clearly identified or credited.

Finding 17: PHRD Implementation grants have created a sense of project ownership by recipient
governments and implementing agencies.

Several respondents reported that Implementation grants contribute to a sense of project ownership
on the part of governments and implementing agencies. Having the client execute the grant, use
local consultants, and develop outputs that are considered to be relevant beyond the life of the grant
and the project are key attributes of the grants for local ownership.

Mongolia-Gansu: The provinces hired a person to administer the grant and they took it very
seriously. They are continuing to apply the tools and methodologies (PRA and village Development
plans) in their own poverty reduction programs, which are much larger in scope than the WB
investment project. Thus, the grant

had effects that went beyond The most positive aspect is the degree of ownership. This is the result

expectatipns. There was scalingup | ¢ having the client execute the grant and of using local consultants.
and continued use of the grant WB staff

outputs.

Madagascar: According to the GRM Report, the Second Health Sector Support Project has permitted
the country to get a better grasp on the health sector financing mechanisms, and the state of its
public health infrastructure. The country is using this knowledge to prepare a sector wide plan that
would include a proposal to harmonize financing by the donors and the government, and a rational
investment budget. The Malagasy ministry of health is likely to use the MBB and the national
accounts tools to define its policy decisions in the future. The interest created by the results of those
exercises both in the ministry of health and the National Institute of Statistics increased the
likelihood of the results being used and exercise updated regularly.

Finding 18: Country ownership of the CC grants appears to be less than for other PHRD grants

During the first few years of the CC all initiatives for request came from the Carbon Finance Unit of
the World Bank. Recently more initiatives have come from WB staff in Operations. Typically the
grant proposal is prepared jointly by the recipient institution and WB staff. This is not unexpected
for a new grant initiative, especially one for which the natural implementing department is likely to
be the Ministry of Environment, which tends to have less experience of PHRD than others. While
three grants have been cancelled by the Bank and one grant cancelled by Japan, the recipient
countries have cancelled three grants. This number of cancellations may also raise some questions
around the sense of country ownership with respect to CC grants.
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5.6 Policy Development and Change

Finding 19: PHRD TA grants are reported to have contributed to policy development generally
and to specific policy changes in certain cases.

Although policy change is not an expected outcome of most PHRD Preparation grants, they have
often contributed to policy changes by producing the information required for policy decisions, and
in some cases even directly led to new policies. Survey respondents report that 38 percent of PHRD
Preparation projects have led to new policies and 39 percent have produced new rules and
procedures (QQ5.1). They rate the contribution of PHRD Preparation grants to policy changes in
recipient countries as substantial (46 percent), moderate (23 percent) with 31 percent saying that
there has been little or no contribution (Q5.4).°°

Examples of policy influence cited in the case study countries range from a policy paper on macro-
finance (Indonesia) to a national water resources strategy based on PHRD-supported workshops
(Ethiopia), to a PHRD-funded survey leading to the identification of delays in customs clearance of
shipped goods as a major obstacle for private sector development — and thus, preparing the way for
a change in customs legislation (Armenia).

In India, respondents attributed the replication and adaptation between States of a number of
significant new policy approaches to work accomplished under PHRD grants. This influence ranged
from critical support for the process and content of the National AIDS Strategy to rural poverty
reduction strategies (as examined in Andhra Pradesh) to new policies and practices for water supply
and irrigation management in several States. The integration of much wider participation,
community leadership in poverty reduction, and decentralized management were carried forward in
several different phases during the preparation phase, and eased by the injection of new thinking,
expertise, good practice and “intermediaries” during that work. This went far beyond the
preparation of new operating manuals, procedures, regulations.

In Vietnam, some notable impacts of PHRD preparation work at the policy level were seen in the
restructuring of rural energy tariffs as well as delivery systems, the support for radical new
empowerment at the community level through the Poor Communes Livelihoods and Infrastructure
Program and - at the other end of the scale — far-reaching policy changes to bring much higher
standards and practices to public sector financial management.

The experience of implementing a PHRD Preparation grant has sometimes led to restructuring of
sectors which has changed policy priorities. For example, in Colombia a new Vice Ministry of
Higher Education was established following PHRD-supported analyses of the education sector. In
other cases, studies conducted as part of the Preparation grant contributed to shifts in policy
orientation. For example, in Ethiopia, following round-table discussions on telecommunications
involving the private sector for the first time, the Government agreed to the grant licenses for
Internet Service Providers and rural radio to the private sector.

More direct impacts on policy development usually relate to the drafting of legislation as part of the
activities of the PHRD Preparation grant. These include the regulation governing seeds and saplings
and the associated implementation guidelines in Armenia; and drafting decrees and laws for water
resources and for air pollution control in Colombia. In the Colombian portfolio reviewed, six policy
development loans required prior policy actions before the operations could be implemented.
These policy actions were supported by PHRD Preparation grants.

°® Significant differences were found by country, such that India reports a relatively greater contribution and
Indonesia considerably less contribution to policy change. (See Volume IX: Methodology)
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One of the express purposes of the PHRD CC grants is to support the incorporation of climate
change considerations into national planning processes. While there is some evidence of policy
influence at national level, particularly in the reforestation and renewable energy sectors, the CC
projects are less likely to have led to new policies or new rules and procedures within countries
than have Project Preparation grants.””

However, CC projects have already demonstrated policy impact at international level. In China,
Moldova, Albania and Honduras, the PHRD grants have each resulted in a new reforestation and
afforestation methodology that has been internationally approved by the CDM Executive Board, not
only for use by those specific projects but for all developing countries interested in doing similar
projects. There are currently only five internationally approved reforestation and afforestation
methodologies, four of which have been produced by PHRD TA grants.

5.7 Visibility of Japan

Finding 20: PHRD TA grants provide little visibility for Japanese aid in recipient countries. The
reasons lie in the low profile types of activity involved and modest size of the grants,
insufficient communication on the part of the WB, and little involvement of local
Japanese embassies.

Although there are recent efforts by the World Bank to increase communications with the Japanese
Embassies in country and to better promote Japan as the donor for PHRD TA, Japan still gets very
little public visibility for its support to PHRD TA.>® This is partly because the nature of the grants
does not lend itself to high public interest, except perhaps for the Climate Change grants. More
attention is given to the follow-on projects which are for larger amounts and for implementation —
actually building roads or reforesting lands — which are more visible than the preparatory studies
and activities. It is not unexpected that the preparatory phase and the smaller dollar amounts of the
PHRD grants arouse less general interest.

The label generally used within the Bank — PHRD - also does not provide any visibility for the
donor, although within some countries such as Colombia, Vietnam and India, the PHRD TA is
informally referred to as the ‘Japanese Grant’. This is something that could easily be changed within
the Bank by adding either ‘)" or ‘Japan’ to PHRD in all references to the program. It would also
improve recognition of the donor within the Bank. In Indonesia, Vietnam and India we found that a
number of local partners did not know that Japan was the donor for the PHRD program.

Survey results show that there is awareness of Japan as the source of trust funds for PHRD TA among
local partners both for Preparation grants, where 85 percent of respondents reported that local
partners were aware of Japan’s role as donor to PHRD TA (Exhibit 5.8),°” and for Climate Change
grants, where 90 percent of respondents indicated awareness of Japan as the donor among local
partners.

°7 Spearman’s rho significant at p=0.01

*® Country comparisons reveal significant differences, such that Indonesia reports significantly less awareness
of Japan as donor than other countries.

> Country comparisons reveal that government officials in Armenia, Colombia and India are significantly
more likely to be aware of Japan’s role.
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Exhibit 5.8 Awareness of Japan as Source of Funds

RESPONDENT GROUP N© = VAL
TTL and World Bank 9 5% 61 35 % 70 41 %
Country Government 10 6 % 45 26 % 55 32 %
Project Consultants 7 4% 40 23 % 47 27 %
Total 26 15 % 146 85 % 172 100 %

Note to table: Analysis conducted on full data set (n=194). The total number of valid responses is 172

Nonetheless a matter of concern is that only 13 percent of respondents say that Japanese
representatives were involved in either project start-up or completion ceremonies® and only 10
percent say that there were local press reports that referred to Japan as the donor. One of the
attributes of PHRD TA is that it does not require Japanese consultants to be hired and this is borne
out by the survey — only 6 percent of respondents report that Japanese consultants were involved.
(See Exhibit 5.9)

Exhibit 5.9 Factors in Visibility of Japan in PHRD TA Program

YES NO TOTAL
SURVEY QUESTION # PERCENT # PERCENT #

PERCENT
Were Japanese represented in start-up or 19 13.4 122 86.5 141 100
completion ceremonies?
Were Japanese consulted during project 22 15.6 119 84.3 141 100
preparation?
Were Japanese consultants involved to deliver 9 6.3 132 93.6 141 100
technical assistance?
Did local press reports refer to Japan as donor? 14 9.9 127 90.0 141 100

Note to table: Analysis conducted on full data set (n=194).

Thus, it appears that WB staff and recipient country government officials who are involved in PHRD
grants are aware that Japan funds the PHRD program and they express their appreciation of support
for the TA grants. Beyond these government agencies, however, there is little visibility or recognition
of Japan as the donor. In one case study, where it was checked, there was little knowledge about
Japan’s support for PHRD among other donors in the country. There is even less visibility for Japan
provided through events that might attract national media coverage. High profile government
officials are less likely to attend a grant signing event for a grant agreement of less than one million
dollars than they are to sign a loan agreement for hundreds of millions of dollars. Even the Climate
Change grants attract less public attention than could probably be achieved with more attention to a
communications strategy for the PHRD program.

% Country comparison analysis shows a significantly higher involvement of Japanese representatives in
delivery and their appearance in press reports in Vietnam.
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Finding 21: The Climate Change Initiative has a high potential to enhance the visibility of Japan
for PHRD at country level but this potential is not realized.

International attention to climate change has raised the interest within countries about the Climate
Change Initiative of the PHRD. Implementing a Climate Change grant that results in a carbon
finance project and an entry into the international carbon market creates awareness of the grant
program among recipient countries. However, visibility of the CC does not necessarily translate into
visibility for Japan as the donor. The reasons appear to be:

Lack of donor name recognition in the appellation ‘PHRD’;

Lack of interest on the part of Japanese representatives in country. While climate change is

a top priority for officials in Japan, it does not seem to have permeated to officials in the
Japanese Embassies and these people are less engaged and visible than they could be with
the CC grants;

officials.

Lack of communication by World Bank staff in country especially with Japanese Embassy

The exceptions are CC grants that provide access to leading Japanese technology, such as that
involving the Earth Simulator (the world’s largest and fastest computer developed in Japan) which is
being used by Japanese and Colombian scientists to simulate climate change impacts on high
mountain ecosystems.

5.8 Cost-Effectiveness and Results

Finding 22: PHRD TA is an investment that has led to a high level of outputs and good quality
results for the resources expended.

Exhibit 5.10 Stakeholder Ratings for their Satisfaction with the Quality of Outputs of PHRD Grants

NEITHER
RESPONDENT VERY SOMEWHAT SATISFACTORY | SOMEWHAT VERY
UNSATISFACTORY SATISFACTORY]| TOTAL
GROUP  |UNSATISFACTORY| UNSATISFACTORY NEITHER SATISFACTORY] SATISFACTORY]
UNSATSIFACTOR
TTL and 1 (1%) 1 (1%) 1 (1%) 0 (0%), 7 4%) 27 (17%) 27 (17%) 64 (41%)
World Bank
Country 0 (0%), 2 (1%) 2 (1%) 2 (1%) 3(2%) 22 (14%) 20 (13%) 51 (32%)
Government]
Project 0 (0%), 0 (0%) 0 (0%), 0 (0%), 2(1%) 24 (15%) 17 (11%)| 43 (27 %)
Consultant
Total 1 (1%) 3 (2%) 3 (2%) 2 (1%) 12 (8%)| 73 (46%)| 64 (41%)[158 (100%)

Note to table: Analysis conducted on full data set (n=194). The total number of valid responses is 158.

The general assessment of World Bank staff and national government officials is that PHRD grants
are producing results that are more than commensurate with the resources put into them. Results
include capacity building (section 5.3), policy development and change (section 5.5), characteristics
of follow-on projects (sections 5.1-5.2) and visibility of Japan as the donor.

In response to the question: “Do you think that the results achieved by PHRD grants are sufficient
when compared to the resources used,” 82 percent of respondents across all groups replied
positively for the Preparation grants and 100 percent were positive about the results being achieved
by the Climate Change grants (Q5.5). These positive assessments were based on the perceived

relationship of the Preparation projects, in particular, to the Quality at Entry of the follow-on
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projects. Respondents also believed that, independent of the value of preparation for the
subsequent loan activity, the PHRD-supported studies had generated a wealth of data and tools that
were valuable for future development in different development sectors. Rarely were examples cited
where preparatory studies were not used to some advantage — and then usually because of a shift in
government priorities.

For example, in one Indonesian case, PHRD-supported instruments allowed scaling up of the WB
operation from the initially designed two districts to 52, with the coverage of the additional 50
districts paid for by the national government, thus providing a considerable multiplier bonus. In
another Indonesian project, the results of a feasibility study supported by PHRD were also used as a
reference for the preparation of a second project.

Since consultancy costs are the main item of expenditure, there is naturally an interest in how cost-
effective these consultancies are. This includes the mix between international and national
consultants, with the former typically being considerably more expensive. The mix seems to be
determined by Governments and the Bank in relation to the availability of expertise appropriate to
the specific needs of projects. Thus in India, the projects showed the predominant use of Indian
consultants, while in other countries the mix was much more heavily international. In Indonesia it
was felt by national government officials that the costs of international consultants provided less
value for money than would be the case with local consultants. In Vietnam and Ethiopia we heard
the opposite — one of the specific benefits of PHRD grants was the networks and access to expertise
brought by international consultants, considered of special benefit at this stage of the country’s
development.

Analysis of the survey data showed that a simple index of inputs (local and international consultants,
surveys, training programs, etc.) is significantly correlated with an index of outputs (follow-on
project, training, new policies, rules and procedures) for PHRD projects,®’ indicating that the greater
the range of different preparatory activities supported by PHRD grants, the greater the number of
different outputs.

It has been suggested that another way to shed light on cost-effectiveness is to compare the dollar
value of the PHRD grant amount to the amount of loans that followed from it. Exhibit 5.11 shows
the ratio of PHRD grant amounts for Preparation grants approved FY0O to FY06, compared to the
approved credit amount of follow-on loans. This shows that each Preparation grant dollar was
related to varying amounts of credit amounts in the six case study countries — from a low of $68.66
credit per Preparation grant dollar in Armenia to a high of $303.47 in India.

Since loans specified in the CAS are a condition before a Preparation grant is approved, it is not
possible to infer that Preparation grants actually ‘leverage’ the loan amounts, although some do lead
to refinements in loan activities. A better interpretation might be that $294.37 of credit in India
takes a dollar of Preparation grant whereas in other countries, such as Armenia or Ethiopia, loan
activities require comparatively more investment in preparation per loan dollar approved.

® Spearman’s rho significant at the 0.01 level
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Exhibit 5.11 Ratio of Grant Amount to Loan Amount for PHRD Preparation Grants FY00-FY06 in Case Study Countries

COUNTRY TOTAL GRANT AMOUNT TOTAL CREDIT AMOUNT AVERAGE $ OF CREDIT RELATED
APPROVED FOR PROJECT APPROVED (US$ MiLLION)®? TO EACH PREPARATION GRANT
PREPARATION (US$ DOLLAR®
THOUSAND)®?
India $4,872.90 $1,346.13 $276.25
Vietnam $17,733.53 $3,844.60 $216.80
Ethiopia $3,044.27 $270.8 $88.95
Armenia $4,347.65 $221 $50.83
Colombia $4,474.33 $970 $216.79
Indonesia $8,782.53 $1,2936.93 $140.84
All six countries $42,955.20 $7,889.46 $183.67

Finding 23: The PHRD Climate Change Initiative has contributed to international policy norms
and has had some impact at national level.

PHRD CC grants have been influential in developing methodologies for land use change and
reforestation/afforestation that have been approved and registered by the CDM Executive Board and
for use by other countries. There are currently only five internationally approved methodologies for
reforestation and afforestation and four of them have been developed by PHRD grants.

At national level, apart from some examples where Climate Change grants have encouraged policy
shifts, such as in establishing community management of forested and degraded lands, it is too early
to know. Survey respondents generally did not know if CC grants had contributed to policy change
at country level, although 6 TTLs reported that they knew of substantial contributions to policy
change by the grants.

5.9 Collaboration and Synergy with other ODA

The evaluation also explored the effectiveness of PHRD TA in terms of collaboration and synergy
with other donors.

Finding 24: PHRD grants do not appear to duplicate other ODA resources, nor is there evidence
of much collaboration with other donors.

PHRD TA grants influence the investments made by others (recipient country, or bilateral or
multilateral agency) on the preparation of projects by their existence. Countries prefer to use grant
money rather than loans to prepare a project and the World Bank TTLs rely to a very large extent on
the PHRD TA grants for project preparation.

®2 Includes preparation grants with >50 percent disbursement on 30 June 2006. No information is available on
whether additional preparation activities were supported by other grants beyond PHRD. Data from WB
databases and grant application documents.

% The credit amount represents the money that was allocated in credit by the IDA/IBRD only. It does not
include other sources of credit. Those numbers can be found in the project appraisal documents (PAD) or in
the grant application documents. Only the figures for Armenia and Colombia have been corrected for
subsequent changes in loan/credit amounts.

* For each case study country, a ratio per country was produced by finding the total of the country’s
IDA/IDRB loan FY00-FYO06 and dividing this amount by the total PHRD amount allocated to the country for
the same period.
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Less than 10 percent of respondents report any duplication between PHRD Preparation projects and
other sources of support for loan preparation (either national or international). The PHRD TA is
often described as a unique source of funding due to its “generosity, predictability, its untied
nature.”

In our survey 88 percent of respondents said that synergy was achieved between PHRD TA and
other donor programs and 65 percent said that other funding sources were considered for
preparation of the follow-on project. In the country case studies a few examples were reported of
synergy with other funds. For example, in Indonesia the PHRD TA grant supported the planning
process for the Recovery Support Conflict Ridden Areas project and the Post Conflict Fund
supported household surveys. Similarly, there was synergy between the PHRD TA and the Dutch
Trust Fund on the Urban Local Governance Reform project in Indonesia.

For climate change projects, PHRD TA grants are the only source of funding that can combine
analytical work for preparation with practical implementation of pilot projects. No respondent in the
survey reported any duplication with other funding mechanisms. The combination is critical for
climate change as many of these efforts are innovations that need to be developed
methodologically, but also need to be tested in practice. PHRD TA Climate Change grants are not
restricted in their purpose or geographical coverage, and are the only source that gives direct access
to Japanese technology, which is leading the world’s efforts on climate modeling and adaptation
science.

The Ethiopian case study (Volume IV of the Final Report) reports that the PHRD Program is not
known among other donors and that there is little or no discussion of the grants among other donors
in country. This is of more concern than perhaps visibility among the general public and national
media because the Donor Assistance Group in Ethiopia (and in other countries) is a key forum for
collaboration between donors to encourage synergy and reduce gaps and overlaps in their
development assistance programs. It would be the responsibility of the Japanese Embassy officials,
as well as the Country Office of the World Bank, to ensure that other donors operating in country
are made aware of the PHRD program.

In Armenia, WB staff and their Armenian counterparts reported that they sought exchange with
other donors who were already working in the same sector while developing PHRD proposals, in
order to avoid duplication of activities of PHRD and other projects, and to explore opportunities for
synergies.
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6. Management of PHRD TA Program

6.1 Introduction

This section of the report brings together the findings of the evaluation on management from of the
PHRD TA Program from the six country case studies and the case studies on the Implementation
and Climate Change grants together with a special study of Bank management policies and
procedures for PHRD TA. The evaluation is of program management (not governance) of PHRD TA,
and the efficiency of its management structure and processes, with particular attention to the
simplification process, administration, monitoring and evaluation by the World Bank.

6.2 The Grant Approval and Implementation Cycle

The first area of program management refers to the PHRD TA grant cycle.

Finding 25: The PHRD project grant cycle is well established and generally understood within the
Bank but is seen as slow and complex by TTLs.

The application and approval process for PHRD TA grants has been used for more than a decade

and is generally well known and understood by Bank staff. There is now a Bank-wide policy that
requires a certification training and test for TTLs before they can apply for any Trust Fund grant, to
ensure that they are sufficiently familiar with the procedures and requirements.

Exhibit 6.1 shows the grant making process for PHRD with the time requirements normally expected
for different stages (World Bank, February 2005). Once approved, the administration of PHRD
follows normal WB supervisory and oversight procedures until the grant is closed with a final report.
The complexity of the process has been the subject of several attempts to improve the grant making
procedures which are known as the ‘simplification process.’
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Exhibit 6.1 Grant Making Process for PHRD TA
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6.3 Administration of PHRD TA Program by World Bank

The PHRD TA program of Japan is managed within the Trust Fund Operations (TFO) Department of
the World Bank. The WB acts as trustee and administers grants mainly to recipient countries.
Administration of the grant and execution of the TA activities are carried out according to the terms
and conditions of a formal grant agreement between the Bank and the recipient government.

TFO is responsible for the overall management of the grant. The Head of the Program
Administration Team (PAT) in the TFO is delegated the responsibility for day-to-day operations and
is reported to spend about 40 percent of his time on PHRD related work. In addition, a full time
professional and support staff together with temporary consultants as needed, carry out the day-to-
day administrative activities. TFO staff processes from $70 to 90 million in PHRD TA applications
each year within a PAT portfolio of about $200 million. They work closely with the Bank’s regional
units, each of whom has Trust Fund Coordinators who are responsible for providing regional
oversight on all Trust Fund activities and liaison with TTLs.

The present lines of demarcation between the TFO and regions seem to work reasonably well from
the perspective of headquarters. Support units in headquarters, (finance, procurement and legal)
also report that the system of roles and responsibilities are clear and appropriately managed. PHRD
TA financial and procurement work follows the guidelines of the WB, and respondents viewed these
as appropriate.

Governance is carried out by a joint Japan-World Bank Body that meets each year to review the
work of PHRD, formulate policies and program priorities, and monitor the results of the work of
PHRD.

Finding 26: There is relatively little analytical work done on key strategic issues in the
management of PHRD.

In this finding, “strategic” issues refer to issues that are important or essential for obtaining the
objectives of the PHRD TA program. The evaluation team recognizes that decisions on strategic
issues related to the PHRD Fund (including TA) lie with the Government of Japan. Nonetheless, as a
manager of the Fund, TFO plays a role in identifying the issues and the options that can be used in
discussions with Japan and, as necessary, with other divisions in the World Bank (such as OPCS).

In the course of the evaluation, the team identified a number of areas at the strategic level that need
further clarification. In trying to understand the goals of PHRD, the team reviewed the original MOU
signed by the Bank and the Government of Japan. As we continued to delve into PHRD, we found
that a number of other “goals/objectives” also guide the management of PHRD. These included
‘capacity building’, ‘country ownership’ and the ‘visibility of Japan’.

The capacity building of recipient countries is noted as an important goal but its strategic
importance to PHRD has not been stipulated, nor is there any guidance stemming from PHRD
policy documents.® In the country case studies, it was unclear what the capacity building
component really meant. Is capacity development a strategic objective of PHRD? If it leads to a
longer time to develop a loan, is this seen as good or bad? Is a shorter implementation time more
important to achieve than local capacity building or vice versa? Similar questions can be posed
with respect to the ‘goals’ of country ownership and visibility of Japan. Thus, the management of the

%> Capacity building is not specifically addressed in the GRMs. In some of the GRMs there is a question: “Has
the capacity of the implementing agency been enhanced in the process of implementing this grant?”
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PHRD program appears to follow a number of strategic objectives that have neither been adequately
explored nor defined.

There are challenges to doing this sort of analysis as input to decision making on PHRD. One of the
limitations is the absence of processes in place to do so - except perhaps through periodic
evaluations such as the present one. In this context, the project grant cycle should fit within a more
strategic program cycle. The strategic cycle deals with a set of managerial decisions and actions
that determine the long-range performance of a program. A second challenge is that analytical work
relies on a small team in TFO, reduced in size during the simplification process. Finally, while the
TFO Manager/Head of PAT spends considerable time on strategic issues, there is little systematic
strategic analysis done on PHRD TA within the Bank. These factors coincide to give the appearance
of a program management that is more reactive than strategic.

6.3.2 Management Efficiency

The evaluation team was also asked to analyze the efficiency of the management of PHRD TA. The
findings on management issues and flexibility of the fund are presented below.

Finding 27: Management of PHRD is seen by staff and country partners as satisfactory, though
most mention areas for improvement, including the need for better communication
with national governments.

There is no easy answer to the question of whether PHRD was efficiently managed during the
period of this review. In the management literature the concept of efficiency has taken on a wide
assortment of meanings and ideas. In general, we have used the common sense idea that efficiency
is the ability of managers to eliminate waste in the resources used to achieve the objectives of the
program.® In this context we have explored administrative waste in a number of areas. From the
Bank’s perspective the review examined the roles and responsibilities of the various groups involved
in managing the grant.

The review explored issues of financial and procurement controls and the quality of audit in order to
assure ourselves that the management of PHRD was able to control the waste of these systems.
Implementation times were examined and how far the funds provided by PHRD led to loans
(section 5.2). From the grant recipient perspective the evaluation explored the extent to which the
grant recipient was able to use the funds as well as the quality of grant execution and management
on behalf of the Bank. Finally, the review tried to understand the degree to which the various
system managers were engaged in learning about how to make the system work better.

Survey results show widespread satisfaction among respondents with the efficiency of PHRD

projects with 94 percent of respondents rating their management costs (Q6.1.1) as satisfactory; and
84 percent expressing satisfaction with the project implementation times (Q6.1.2).”” Both WB staff
and country government representatives rate the performance of grant recipients in using the grants

° A major limitation in understanding the efficiency of PHRD is the lack of systematic data and analysis of the
real resources being employed by this grant. Some of these non-recorded costs are identified in an April 2005
study done on Administrative costs. We have only a cost estimate of PHRD which ranges somewhere from 5-
13 percent of the amount distributed in any year. The approach of the evaluation was to ask whether there
are efficiencies to be gained through better management, regardless of the level of expenditures.

®” The patterns of results from country comparison analysis are similar for these questions. In both cases, India
and Armenia are relatively more satisfied with the cost and implementation times of these grants, and Ethiopia
and Columbia are relatively less satisfied.
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as satisfactory (94 percent of WB staff and 96 percent of government officials: Q6.2) and 98 percent
of WB staff rate the management of the TTL and Bank team as satisfactory (of which about half give
themselves a very satisfactory rating: Q6.3).%°

During the interviews, stakeholders echoed many of the same positive views, but they also indicated
that there were ongoing irritants that led to inefficiencies in particular projects. These ranged from
slowness in decision making, to poor consultant selection, to personality clashes between Bank and
national government staff and so forth.

At the country level, a number of management problems have been encountered. These include: the
coordination between central and line government departments; the limited time period for
implementing and completing the Preparation grants; slowness in getting grants started, especially
the procedures for hiring consultants; closing of a grant once a follow-on project has been approved
— even when key preparatory work is not yet completed; a sometimes cumbersome process due to
parallel procedures of WB and national governments.

For example, in the case of the East Java Development Program in Indonesia, the main problem with
the PHRD grant was reported to be that the World Bank staff was in too much of a hurry to get the
loan prepared to meet their annual deadlines. As a result, no capacities were built and the Ministry
did not agree to take the loan.

In Vietnam, some problems were reported regarding poor consultant selection in one project
(National Water Resources Management Project). One project consultant declared that if the
international consultants were more experienced and more creative, the results would have been
better. In another Vietnamese project (Second Higher Education Project) there was confusion about
grant approval procedures at country level and the roles of the MPI, MOF, Government Office,
Ministry of Foreign Affairs, Ministry of Construction and Ministry of Trade. As a result, much time
was spent to find out who had to approve the grant.

For the Implementation grants, most of the government agencies are ready to implement them
because they are already familiar with the norms and procedures being applied in the investment
project. In this regard, there is less of a project management learning curve than with the
Preparation grants. One of the grants reviewed (Lake Sarez Risk Mitigation) was used specifically to
improve procurement practices by providing a procurement advisor to the executing agency. There
are three to four grant reports that cite delays in the launch and/or the implementation of
Implementation grants. Delays in the launch of Implementation grants are attributed to changing
political environments. Two of the 18 Implementation grants reviewed were closed due to lack of
disbursement (Ertan II: Income Generation and Poverty Alleviation and Third Provincial Adjustment
Loan Catamarca).

For the Climate Change grants, which tend to be more innovative (and therefore may require closer
supervision), the fact that the grants do not include any more funding for managing them than is
available for any other PHRD grant can present particular challenges for high quality management
and monitoring. TTLs must search for other sources of funding to cover the costs of managing and
supervising the grants, and must be able to convince their managers of the benefit of taking
resources from other resources for this purpose. The results include poor quality GRM reports —
which appear to go largely unused — and infrequent supervisory missions to the field.

%% Country comparison analysis in this case reveals a significant difference reflecting Ethiopia’s relatively lesser
appreciation of TTL’s management.
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There are also concerns about lack of communication between the Bank and national governments.
For example, the CC grant for Capacity Building and BioCarbon Fund Pilot Implementation (PO
99628) in Kenya has been recently signed with great fanfare. However, it was difficult to get the
signature of the Kenyan Ministry of the Environment since there was confusion with respect to a
previous PHRD grant for Kenya. This grant had been dropped the previous year by the Bank but it
had not been made clear to the Kenyan government that it had been cancelled or why. The carbon
purchase contract produced by the Industrial Rehabilitation and Kyoto Mechanisms grant in Ukraine
is almost ready, but the government has decided they don’t have the necessary procedures to sell
the carbon credits - a situation which could perhaps have been avoided had there been better
communication between the Bank and the government.

Finding 28: In general, most Bank staff and national government representatives see the PHRD as
a flexible vehicle.

The PHRD TA Program is the largest program within the suite of PHRD funded operations. It
provides grants to member countries which are generally seeking loans from the WB with relatively
few restrictions. Over the years PHRD TA has been recognized as a very flexible granting
mechanism.

In response to various development challenges, PHRD TA initiated a number of new areas. Ten
years ago it expanded its scope of work to include a TA program to address implementation
capacity issues. The Project Cofinancing grants not covered by this evaluation have been
particularly heavily utilized. In FY02 the Climate Change Initiative was introduced and has been
seen as an innovative way to support countries new to work in this area. In 2003-2005 the
administrative procedures for PHRD TA were simplified and decentralized to improve the ease and
flexibility of the program. These changes appear to have led stakeholders to see the PHRD Trust
Fund as flexible to use (Exhibit 6.2).

Exhibit 6.2 Flexibility of PHRD Trust Fund

40% -
35%
30% -
25% +
20% A
15%
10% ~

5% -

0% : — I_l |

TTL and World Bank Country Government Japanese Representatives

O Inflexible @Somewhat flexible OFlexible/ extremely flexible O Do Not Know

Note to Chart: Analysis conducted on full data set (n=194). The total number of valid responses is 127.
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The main positive aspects highlighted by respondents in the case study interviews relate to the
flexibility in hiring consultants and in the request for time extensions. Government representatives in
particular appreciate that, unlike other donors, there are no restrictions on consultant nationality in
PHRD TA. This is perceived, among other things, as a means to foster country ownership.

Our survey results show that compared to alternatives, PHRD Preparation grants are seen as having
easier access (61 percent of respondents) or similar access (29 percent of respondents) with only 10
percent of respondents reporting that access is more difficult (Q4.2.1). Similarly, the management
of PHRD Preparation grants is reported to be easier by 35 percent of respondents, similar to
alternatives by 52 percent and more difficult by only 13 percent of respondents (Q4.2.2).°” Overall,
61 percent of respondents rate the PHRD TA fund as extremely flexible to use and 39 percent rate it
as inflexible or only ‘somewhat flexible’ (Q6.10).

For the Implementation grants, all of the grants reviewed were approved prior to the PHRD
simplification process. Nonetheless, the TTLs interviewed all indicated that the Implementation
grants were a flexible and valuable form of TA to support project implementation. They allow the
project team to find the best person in the field to provide the TA, independent of nationality. The
Implementation grants are also more accessible in that TTLs do not need to shop around to the
different consultant trust funds. The deadlines for completing the Implementation grants make them
more flexible than the Preparation grants.

Furthermore, although there is an expressed need for a greater allocation for overall management
and supervision than the current allowance of 5 percent of disbursements (60 percent of which is
available to the managing Vice-Presidential Unit (VPU), the current allocation for supervision is
considered to be very important.

PHRD Climate Change grants are seen as particularly flexible (83 percent of respondents: Q4.6.2).
Some of these grants are being used for project preparation, some for implementation of pilot
projects, some for capacity building, and still others for cutting edge scientific research. By allowing
the combination of analytical work for preparation with practical implementation of pilot projects,
the Climate Change grants are valued, as many climate change efforts are innovations that need to
be developed not only scientifically and methodologically, but also tested in practice.

On the other hand, three aspects that limit the flexibility of PHRD TA have been highlighted in the
case study reports:

1) The limitation of 10 percent for non-consultant costs;

2) The non-eligibility of study tours, which are considered to be important tools in the design
phase of some projects;

3) PHRD grants aim mainly at providing technical assistance for the preparation of projects
through consultancies, but some question whether the current ceiling of US$ 1 million
makes it the best way to prepare large and complex projects, which may require a larger
investment in the preparation phase.

Due to the overall visibility and coverage of PHRD TA, its procedures are amongst the best known
within the Bank. Although there remain some concerns about transaction costs and implementation
time, in general this facility is seen as extremely important to loan operations.

% In both cases, Ethiopia stands out in the country comparison analysis for finding the PHRD relatively more
difficult to access or manage than do other countries.
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6.3.3 Effects of the Simplification Process

Annual reports on the PHRD program from 1999 onwards report concerns with the internal
administrative procedures for the grant application process. The preparation, approval and
clearance of agreements took too long. There appeared to be too much bureaucracy in the
approval process. The PHRD grant making process was adding to the length of time required for the
preparation of Bank loans and credits. Projects in the forestry sector, for example, can be extremely
time sensitive due to the seasonality of planting. In several of the Climate Change forestry projects,
activities had to start before funding was made available. In short, it was felt that over the years, the
PHRD process had become overly complicated.

From 2003 to 2005, the WB rolled out a process of simplifying the procedures related to the
management of PHRD TA grants. The overall aim of the simplification process is to improve the
sequence of required actions and to streamline procedures to speed up the grant making process.
The specific objectives of the simplification process were to:

» Streamline the grant application and approval process;

o Reduce delays in grant start-ups;

« Allow flexibility to accommodate needed changes during the grant implementation;
« Simplify reporting;

» Improve client support.

This section provides the study findings on the effects of this process to date.

Finding 29: Implementation times seem to be improving since the application of the simplification
process but it is too early to tell and there are many intervening variables.

One of the drivers of the simplification process was the realization that the grant process took an
average of 36 months from start to finish. It was hypothesized that the simplification program would
improve on this benchmark and thus the review was asked to examine the implementation time of
grants to ascertain whether or not the simplification process seemed to making a difference.

Of the 132 grants in our sample, 40 were started in 2004 or later. Of the 40 there were 7 grants (<
20 percent) that were identified as completed on December 2006. While we found important
efficiency strides made in the Grant Application process, it is too early to know if similar gains are
being made as a result of the move to decentralize decision making to the field, with the added
values of increasing flexibility and a sense of national ownership.

Simplified proposals, standardized legal agreements, clarifying the audit approach, and simplifying
reporting have all had a positive effect on the making the application process more efficient. This
part of the grant process is mainly conducted by Bank staff, particularly the TTL. Moving from grant
approval to grant completion and loan application is a much more complex and less controllable
set of processes. Three major factors affect the implementation time of the grant:

o The level of decentralization of decision-making. One of the concerns before the
simplification process was that any changes to the original grant application needed to be
approved by TFO. This was identified as a time wasting procedure that could be
decentralized. It was decentralized and is already reported to lead to implementation
efficiencies.
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o The second variable in the process from grant acceptance to grant completion is the
complexity of the loan being sought. Interviewees consistently tell us that PHRD grants are
sought for the more complex loans in the Bank. Thus, it is not surprising that the length of
time between the grant approval and grant completion is longer than the Bank average.
Grants come with important conditions that are aimed at providing fiduciary oversight for
both the Bank and the Government of Japan.

» The third issue is the capacity of the country to engage in project preparation work. The less
expertise in the Government, country or region the more there is a need for external
capacity to be brought in. The question of country capacity is the third important factor in
determining the time of implementation. Since most of the grants are given to countries with
relatively low GDP, capacity to implement PHRD grants is also likely to be lower.

Exhibit 6.3 shows satisfaction ratings for the time taken to implement PHRD grants given by World

Bank staff, country government
officials, project consultants and
Japanese representatives. More
government officials and project
consultants express themselves to
be satisfied with the
implementation times than does
World Bank staff. Japanese
representatives are more likely to

“We all know that when we seek PHRD funding it comes with its
own bureaucracy. That’s ok — for me when we are faced with a
complex project | know the country will need more and better
feasibility work than they can do — they need resources to do this
work and PHRD is great that way— | mostly discuss PHRD funding
with the country about complex projects.”

World Bank staff (Asia)

say that they do not know. However, it is not determined what an appropriate benchmark for PHRD
is with respect to implementation time.

Exhibit 6.3 Stakeholder Ratings for their Satisfaction with PHRD Project Implementation Times
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Note to bar chart: Analysis conducted on full data set (h=194). The total number of respondents is 191.
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Finding 30: The simplification process has led to generally positive outcomes. It has helped to
improve the speed and efficiency of the PHRD grant making process and has
decentralized more decision-making to the field. Less positive outcomes include less
familiarity and oversight of PHRD TA by TFO and poorer quality reporting.

A simplified grant making process was rolled out 2003-2005. It provided shortened grant
application forms, standardized legal agreements and disbursements for grant expenditures,
simplified reporting and financial procedures, facilitated procurement, and multiple closing dates. It
also addressed capacity building needs. The simplified process reduced the time between the initial
grant application and final authorization signatures to release the funds to about 10 weeks.

While some of the TTLs are aware that the process was simplified, few of them are repeat users and
hence have no ‘before’ and ‘after’ comparison. Some users expressed satisfaction with the
efficiency of the PHRD grant making process; others reported that it is still taking too long for grants
to get approved and for funds to be made available.

The simplification process also led to more decentralized decision making. This reduced the
administrative staff in headquarters and transferred more administrative responsibility to the TTLs.
Task Team Leaders are required to be trust fund accredited through the Trust Fund Learning and
Accreditation Program. TTLs can now agree to grant changes in the field that had previously been
sent to headquarters for approval and were a source of conflicts and delays. From the perspective of
government stakeholders, they reported that in general requests such as grant time extensions were
approved efficiently (as long as the request was prior to the approval of the follow-on operation).

The simplification process has helped improve the efficiency of documentation, legal forms and
field-based decision making, but

because of poor reporting and less “Before simplification there were two full time staff and one part-time

than gqmplete responses to the . staff working on the new and old PHRD projects. Most of their work
simplified reporting and monitoring | revolved around application, closing date extension, changes to the
forms, it has not necessarily agreement, review of reports and so forth. Simplification reduced it to

improved effectiveness. One of the one full-time professional staff doing administrative work. The
efficiency benefits is reduction of difference is: before we were very familiar with the projects — we had
administrative costs. Before to be. Now we are much less familiar. The job is more paper-

. e oriented than project oriented.”
simplification there were two full- World Bank staff

time staff and one part-time staff

working on the new and old PHRD TA projects. Most of their work revolved around administrative
tasks, application, closing date extension and other day-to-day stuff. Simplification reduced it to
one full-time professional staff doing administrative duties.

As a result, another outcome of the simplification process is that trust fund management staff in
headquarters has less familiarity with PHRD funded activities and are not able to provide as much
oversight as before on ensuring consistent report quality on PHRD grants. Since simplification, the
staff involved in trust fund management note that reporting on grants is less detailed and less useful
for monitoring and evaluation.

Poor reporting is one of the key limitations in the present management of the PHRD TA. While data
and information abound in the system, there are few controls to ensure that it is complete or of good
enough quality for reviews and evaluation — or for the benefit of other TTLs who may take over
responsibility for managing a grant.
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TTLs reported that while the simplification measures helped to save time, the shorter forms were a
‘mixed blessing” as they required the TTL to be more precise, with less room to fully explain the
relevance of the proposed project. Once a project is prepared there is no incentive for the TTLs to
invest time to produce in-depth and quality reports. Interviews with staff in headquarters also point
to quality of data coming from the field, including monitoring and project completion reports to be
a main management problem for PHRD. This appears to be an area that needs improvement.

Exhibit 6.4 Reported Helpfulness of the Simplification Process

Question Respondent Group Not helpful Somewhat helpful Helﬁér;/fjery Total
TTL and World Bank 3 4 31 38
% of Total 7.70% 10.30% 79.50% 97.40%
Simplification Japanese Representatives 0 0 1 1
Changes Helpful |% of Total 0.00% 0.00% 2.60% 2.60%
Total 3 4 32 39
% of Total 7.70% 10.30% 82.10% 100.00%

Note to Table: Analysis conducted on full data set (n=194). The total number of valid responses is 39.

Finding 31: Many World Bank staff and Japanese representatives are not well informed about the
simplification process.

There is limited awareness of the simplification process among Bank personnel interviewed and
among Japanese Government representatives involved in the grant making process (Exhibit 6.5).
This is perhaps particularly surprising among the TTLs who under the simplification regime are more
closely involved in managing the grants than they were before. The TTLs in our sample were very
experienced in World Bank procedures — 96 percent had three or more years of experience in the
Bank and 83 percent had more than seven years’ experience. Some features of simplification may
be better known than others among the TTLs. The principal areas highlighted by respondents in the
case of Columbia relate to ease in the application process (simpler forms), reduction in approval
time, and, more flexibility to make changes in the resources allocated across components, once the
grant has been approved. It is unclear how familiar TTLs might be with other simplification
measures. The findings suggest that more internal communication be made within the Bank about
the rationale and procedures of the simplification process, and the need for complete and good
quality reporting.

Exhibit 6.5 Awareness of the PHRD Simplification Process

. ) Somewhat Informed/ Well
Question Respondent Group Uninformed informed informed Total
TTL and World Bank 23 10 34 67
% of Total 31.10%] 13.50% 45.90%) 90.50%]
]nforrﬁatltl)r? abf’“t Japanese Representatives 5 2 0 7
the simplification |
process 7o of Total 6.80%] 2.70%) 0.00% 9.50%j
Total 28 12 34 74
% of Total 37.80% 16.20% 45.90% 100.00%

Note to Table: Analysis conducted on full data set (n=194). The total number of valid responses is 74.
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6.3.4 Compliance with World Bank Procedures

PHRD TA grants are to be managed in accordance to WB norms and procedures for procurement
and financial management. This section reports the evaluation’s findings on compliance with these
norms and procedures.

Finding 32: Compliance with WB procedures in managing PHRD grants is high although
respondents report difficulties in meeting project deadline requirements.

Survey data show that compliance with WB procedures for PHRD grants is reported as high (Exhibit
6.6). This holds true for procurement guidelines (Q6.4) and for financial reporting and auditing
(Q6.5). However the respondents’ ratings of Bank requirements for managing PHRD grants is less
positive, particularly with respect to Bank requirements for deadlines. Nearly 30 percent of
respondents think that financial reporting and auditing standards are only ‘adequate’ or ‘somewhat
adequate’ (Q6.6.1)"° and nearly 27 percent report that the Bank’s requirements for deadlines are
‘barely realistic” or ‘unrealistic’ (Q6.6.2)."" While some government officials tend to be harder on
the adequacy of the financial reporting and auditing standards, more Bank staff is harder on the
deadline requirements.

Exhibit 6.6 provides a summary of the questionnaire survey data for various administrative issues
under study. It shows high reported rates of satisfaction with the clarity of roles and responsibilities
for managing the grant process; for the quality of the WB team and the responsible TTL; the extent
to which financial and procurement guidelines are followed; with internal audit; and with overall
management costs. The one outlier was the requirement with respect to deadlines. Only 10
percent of survey respondents reported that they were satisfied with deadlines compared to 75
percent who were dissatisfied — a reversal of the ratings for the other administrative aspects of
PHRD.

This may be the result of poor understanding of PHRD procedures, especially by the recipients who
feel under pressure with respect to the deadlines, especially in countries where projects take a long
time to get started. In reality a large number of Project Preparation grants are extended beyond the
Board approval date for the associated operation. In FY05 out of 80 Project Preparation grants
approved, 21 (26 percent) have been extended (information provided by TFO).

7% Country comparison analysis indicates that Colombia rates the PHRD least highly on this factor than other
countries.

7'Country comparisons indicate a range of opinions regarding the realism of Bank deadlines, with Ethiopia
being significantly less positive in this regard.
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Exhibit 6.6 Satisfaction with the Management of PHRD

Question Satisfied Not Satisfied | Don’t Know
Clarity of roles and 85.70% 0.80% 13.50%
responsibilities in the Bank (108) (1) (17)
Quality of TTL and Team 91.70% 2.10% 6.30%
(88) 2) (6)
Extent to which procurement |85.70% 0.60% 13.70%
guidelines followed (144) (1M (23)
Extent to which financial 84.80% 0.60% 14.50%
guidelines followed (140) (1) (24)
Quality of audit 74.50% 0.00% 25.50%
(123) (0) (42)
Level of management costs 78.00% 5.40% 16.70%
(131) 9) (28)
Requirements with respectto  19.90% 75.79% 14.20%
deadlines (16) (123) (23)

Note to Table: Analysis conducted on full data set (n=194)

6.3.5 Linkage to CAS

Since at least FY04, the Annual Policy Guidelines for the PHRD TA have specified that follow-on
operations must be listed in the CAS or the CAS Update as one of the criteria of eligibility for PHRD
Preparation grants.

Finding 33: The PHRD TA is found to be so consistently linked to the World Bank Country
Assistance Strategy that some flexibility regarding the linkage requirement could
produce additional benefits in special circumstances.

In all case study countries reviewed, there is a clear and consistent linkage between PHRD TA and
the World Bank’s Country Assistance Strategy (CAS). Over 96 percent of respondents report that the
PHRD TA is supportive of the CAS (Q4.7) with 91 percent saying that the follow-on project is very
relevant to the CAS and 9 percent saying it is somewhat relevant to the CAS (Q5.10.1).

This includes the Climate Change grants. Since all CC grants must be linked to either a World Bank
loan or one of the environmental funds managed by the Bank, they are in line with the CAS. In at
least four cases (Albania, Niger, Ethiopia and Belarus) they are reported to be influencing the new
CAS to address climate change. All CC project respondents reported that the CC grants were ‘very
supportive’ of the CAS.

Respondents in the WB and national governments are in agreement with this required linkage but
identified circumstances where some flexibility in the requirement would prove advantageous.

For example, problems can occur when the CAS or I-CAS (Interim CAS) is near the end of its term.
Under the existing requirement, new PHRD TA grants cannot be funded until the follow-on
operation is identified in the yet-to-be approved new CAS. Similarly, innovative, high priority
programs may very occasionally be defined after the CAS has been issued and cannot always be
covered in the CAS in a timely manner. The required linkage could be with either the CAS or the
PRSP, but as these two are themselves linked, one requirement is effectively the same as the other.
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Overall, because the general requirement for the CAS linkage is respected and has not presented
major problems, it appears to make sense to allow a measure of flexibility for managers to propose
PHRD TA projects that can fall outside the CAS framework, on the understanding that it will be used
only on an exceptional basis, and appropriately tracked and reported upon.

6.3.6 Monitoring and Evaluation

Finding 34: While data and information abound in the World Bank system, the controls that are
being used to ensure that monitoring and reporting data are complete and of good
quality are inadequate.

Data are important for all systems of accountability and learning. The World Bank has expended
considerable funds to ensure that there is a data management system for PHRD funds that can be
used by staff. In addition the World Bank requires that Bank staff become certified in Trust Fund
Management as a condition for managing any trust funds. While in theory this might seem to be
sufficient, it is not.

A systematic review was undertaken of all the Trust Fund Status reports and GRMs available for the
PHRD grants in the six selected countries in order to assess the frequency of monitoring the grants.
It shows that in 96 percent of

cases,”* PHRD grants have had at “One of the key issues in PHRD is the quality of reporting. In most
least one monitoring report every cases the quality of reports or GRM is poor. We know that this is due
two years. For the Climate Change to the fact that once a project is prepared there are no incentives for
grants, 100 percent of the approved lfhe TTL’s to provide first-rate reports. This is clearly an area for
grants under review’® have had at improvement.”
least one monitoring report ever World Bank staf

g rep )4
two years. This shows that the
monitoring of PHRD grants is satisfactory in terms of frequency. However we found that there are
challenges to adequate monitoring of PHRD grants because of the poor quality of data that exist in
the GRM and TFSTAR data system — which also frustrated data collection efforts for the evaluation.

In order to more systematically explore this issue we looked at 27 randomly selected projects that
had been at least 50 percent disbursed. We found almost all projects rated satisfactory, data on
procurement in TFSTAR was almost always missing or undated, therefore unapproved. Many areas
to be filled are simply left blank. In particular these empty cells related to outputs and outcomes.
The pattern that emerges is that there is not sufficient oversight on these reports.

For the GRM, the document review explored how two monitoring questions were answered:
1) Has the capacity of the implementing agency been enhanced?
2) How have you supervised the implementation of the grant activities?

For both questions we found the data provided in the GRMs were either extremely general or were
incomplete — in other words, not helpful.

’? The population of grants taken into account to calculate the percentage does not include the grants that
were cancelled and those still lacking a signed and countersigned grant agreement.

7> Excluding those approved but for whom there are no documents mentioning the grant start and closing
dates. As for the Preparation grants, the population of grants taken into account to calculate the percentage
does not include the grants that were cancelled and those still lacking a signed and countersigned grant
agreement.
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In contrast to what the documentation shows, our case studies and surveys indicated that WB staff
felt satisfied with the quality of monitoring that was conducted for PHRD grants. For
Implementation grants, respondents said that the supervision and monitoring of the grant was
generally rolled into supervision of the loan. A few TTLs, who had managed both Implementation
and Preparation grants, indicated that they tend to do more monitoring of the Implementation grant
than the Preparation grant because
the TA activities are included in

e “In all reviewed projects, the respective TTLs have provided frequent
regular monitoring of the WB assistance to the implementing agency with regards to quality control,
project. and have played a key role in the ongoing monitoring of project

.. . rogress. Consulted Armenian partners expressed appreciation for this
The .Ethlqpla.n and Armemah case Isjup(fg)ort, and appeared to find tff))e level ofgngagemglrjt of the

studies highlight the appreciation of | respective TTL appropriate and helpful.”

the government representatives for Armenia case study (Volume II)

Fhe assistance Pr‘?""?'ed by WB staff | 4 monitoring was found reasonable and indeed several GoE

in the grant monitoring (see respondents welcomed the input and mentoring they had received
sidebar). from WA staff during grant implementation.”

Ethiopia case study (Volume [V)

The survey shows that monitoring
for PHRD TA grants is seen as
adequate in all countries visited and complies with normal WB procedures and criteria. Over 73
percent of respondents rate the quality of PHRD project monitoring as ‘good’ or ‘excellent’
compared to nearly 27 percent who rate it as barely adequate or poor (Q6.6.3).”*

The issue of poor monitoring reports emerged as more of a reporting and management system
concern than a problem with actual project oversight. TTLs and staff members who are responsible
for procurement, finance and administration know the projects for which they have responsibility,
but systematic reporting of that knowledge is poor. Therefore, the short term oversight is probably
not compromised but the longer term corporate memory is weakened. This should be a matter for
concern for the Bank since there is high turnover of the responsibilities of TTLs for individual PHRD
grants (as we found to our cost during the evaluation). There is also career movement for both Bank
staff and government staff of the implementing agencies, such as in Armenia’ and Colombia.”
There are few incentives provided for staff to produce good monitoring reports and little time for
Trust Fund staff to monitor the reports that are made. The result is poor report writing and the loss
of data for learning and improvement—and evaluation. It is the loss of learning opportunities that is
of most concern.

7 Statistical analysis reveals significant differences in opinions regarding Bank monitoring, with Armenia and
India being relatively more positive than other countries in this sample.

7> One PHRD management challenge mentioned by some Armenian government partners was the frequent
changes of WB TTLs in some sectors, which had posed some problems for the respective PIUs. Armenia case
study, p. 18

’® [TIhe challenges for monitoring due to the changes in the task manager and sometimes in the government
staff of the implementing agencies [...]. Colombia case study, p. 21
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Finding 35: There have been few evaluations of PHRD TA grants as most grants fall below $1
million (this is in accordance with WB guidelines). Consequently, the major oversight
tool for PHRD TA has been periodic program evaluations such as this study.

Evaluations are an evidence-based tool that managers and policy makers can use to gain insight into
a program. Evaluation is different from monitoring in that it pays much more attention to context(s),
methodology and more macro issues. This evaluation and others like it over the life of the PHRD
Trust Fund are the principal tools currently used for learning more about PHRD. The question is
whether periodic evaluations are sufficient. From our interviews and case studies it is clear that
there is no huge demand for more evaluation activities, which is to be expected.

To our knowledge, very few of the grants in our sample have been evaluated, usually internally
through TFO Annual reviews and VPU quality control reviews. Therefore, respondents generally
could not report on the extent to which results of evaluation were used to improve subsequent
PHRD TA activities. Although this complies with WB policies and procedures, we have some
concerns on this issue.

Given the total size of the PHRD TA program it would seem appropriate and feasible to evaluate
either a select number of grants each year, or to periodically assess a country’s portfolio. These
would not have to be very costly evaluations, and would provide a regular feedback loop on how
the PHRD TA grant program is working. While the current evaluation has allowed us to take a broad
look across a number of grants, we were not able to go into depth on any one of them.

Another improvement to assessing quality of the PHRD TA program would be to place more
emphasis on the evaluative aspects of the grant completion report — an assessment of performance
that is self-prepared by TTL— without making it an excessively heavy exercise, and recognizing both
the size of the grants and the fact that most energy will be going into the investment project itself.
Finding a sufficiently rigorous, but not too onerous approach to the grant completion report is the
best guarantor that it will be respected. The Japanese representatives have also indicated that they
would like more information on project progress and results.

6.3.7 Risk Management

When discussing our work plan with both the Bank and the Japanese Executive Director’s Office,
there was a recurring conversation with respect to procurement and financial management of the
PHRD TA. The general concern was that these two areas represent significant reputation risks to the
Bank and Japan. The evaluation team was asked to look into whether or not the standards that were
used in PHRD TA were the same as that used in other Bank work. To obtain more insight into these
issues we looked at a wide assortment of financial and procurement documents; we spoke to staff in
the field and had interviews with senior staff in the finance and procurement areas.

All data sources showed that the level of financial and procurement controls were the same for
PHRD TA as they were for the rest of the Bank. In addition, staff indicated that these controls were
always being updated and assessed to make sure that they were appropriate for the work that the
Bank undertakes. What is important for the evaluation was that the management of PHRD TA was
obtaining systems benefits from being integrated into normal Bank operations. These benefits
include on-site procurement and financial specialists, local managers, tested guidelines and
procedures, audits, oversight visits and so forth. In our opinion these are significant benefits to the
PHRD Trust Fund and, as we understand it, are not fully costed into the five percent trust fund
management fee.
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Finding 36: The World Bank is exercising appropriate control and mitigation measures to support
the anti-corruption initiatives of both Indonesia and the World Bank. Following a
project corruption case in 2006, additional measures have been put in place, but it is
too early to assess their impact.

Almost all respondents from the WB and the Indonesian government recognized that the World
Bank procurement guidelines, financial reporting and audit procedures are well respected, as

demonstrated by the responses shown in Exhibits 6.7 and 6.8 below.

Exhibit 6.7 WB Procurement Guidelines Followed (Indonesia Country Study)

ALWAYS USUALLY NEVER DON'T KNOW
RESPONDENTS
PERCENT PERCENT PERCENT PERCENT
TTL 6 85.7% 1 14.3 % - - - -
Government Rep. 10 90.9% 1 9.1 % - - - -
WB Staff 1 100.0% - - - - - -
Consultants 1 100.0% - - - - - -
Japan Representative. - - - - - - -
Exhibit 6.8 Financial Reporting and Auditing Standards Followed (Indonesia Country Study)
ALWAYS USUALLY NEVER DON'T KNOW
RESPONDENTS
PERCENT PERCENT PERCENT PERCENT
TTL 6 86.7 % 1 14.3 % - - - -
Government Rep. 9 75.0 % 1 8.3 % - - 2 16.7%
WB Staff 1 100.0 % - - - - - -
Consultants 1 100.0 % - - - - - -
Japan Representative - - - - - - 5 100 %

Note to Tables: Analysis conducted on full data set (n=194)

The World Bank has been particularly vigilant in exercising zero-tolerance for corruption, and since
2003 all new projects financed by the World Bank in Indonesia have required an Anti-Corruption
Action Plan (ACAP). The ACAP is part of the Project Appraisal Document and identifies the main
corruption prevention aspects of a proposed project. The ACAP must include the following six

elements:

A U1 AW N =

January 2008

Enhanced disclosure provisions
Civil society oversight

Complaints handling mechanism

)

)

)

) Policies to mitigate chances of collusion
) Mitigation of fraud and forgery risks

)

Sanctions and remedies.
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In June 2006, in light of the results of an investigation by
the World Bank’s Integrity Department (INT),”” the World | Plan to Strengthen Management of
Bank’s anti-corruption team in the Jakarta office developed PHRD TA in Indonesia

an enhanced anti-corruption plan (see sidebar) to 1. Improved control on quality at entry
strengthen the management of PHRD TA projects in (rigorous scrutiny of proposals)
Indonesia. 2. Improved fiduciary design (ex-ante

The Ministry of Finance of Japan is anxious to know risk mitigation measures, protection
against collusion: integrity pact from all

whether these measures are effective, but it is too early to bidders)
say as no new PHRD TA grants have been approved since
these took effect. Both TTLs and representative of the o . .
Government of Indonesia have raised concerns about the monitoring and evaluation (iracking and

. public disclosure of activities and
effects of these increased control measures on the length progress, independent fiduciary audits)
of the PHRD TA grant proposal process. While the World
Bank anti-corruption measures apply to both grants and
loans, not all ministries are ready or able to implement them. Given their limited capacity and
resources (in terms of people and funds), Indonesian representatives admitted that it might be
impossible for them to implement these new measures.

3. Improved fiduciary oversight,

6.4 Changes to Management Practices

While good progress has been made on a number of areas regarding administrative and
management issues, some concerns still exist. The country studies of the evaluation highlight a
number of management problems that need to be resolved. These include:

» Coordination between central and line government departments;
o Too limited time period for implementing and completing the Preparation grants;

» Agreement for clear, appropriate and mutually helpful arrangements for the involvement of
officials in Tokyo and Japanese representatives in the field;

» Slowness in getting grants started especially the procedures for hiring consultants;

» Closing of grant once follow on project has been approved even though key preparatory
work is not yet completed;

 Parallel procedures between WB and national governments that can make for a
cumbersome administrative process;

» In one country concern was expressed about the need for improved clarity in roles and
accountability in decision-making on applications and extensions between the WB country
office and headquarters.

The management area needs feedback loops to support continuous improvement. While the
simplification process provides a shift in the right direction, it is only a first step.

77 INT investigates allegations of fraud or corruption in World Bank Group-financed operations, as well
as allegations of staff misconduct within the Bank Group.
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7. Conclusions and Recommendations

The main conclusion from the evaluation is that nearly 20 years after its inception the PHRD TA
remains a unique strategic instrument for providing technical assistance to improve the quality of
Bank-supported projects. Its main focus on upstream project preparation and its requirements that
grants be untied and be implemented directly to recipient governments, are valued highly within the
World Bank and by Member governments and have been key to its continued high relevance and
effectiveness in strengthening development assistance across many sectors and in all developing
regions.

The original rationale of the Government of Japan for funding good project preparation is still valid
and it is to be wondered why other donors have not joined in this effort, given that the need for help
to design successful loan operations still exists and is growing rapidly in certain sectors such as the
emerging carbon market. PHRD TA remains almost alone in its focus on support to careful project
preparation combined with capacity development that ensures that both the recipient government
and the World Bank use best practices for designing and implementing successful loan operations.
Perhaps now it is time to make the success story of PHRD TA more widely known among other
investors in the Bank and consider a wider collaboration among them for high quality preparation of
Bank loan operations.

The evaluation found that Preparation grants are seen as filling a key need in a donor context where
there are few alternative mechanisms. More recently the Climate Change Initiative has enabled
recipient countries to enter the new international carbon market and to experiment with innovative
projects, including some of a research nature. PHRD TA is seen as an essential source of project
preparation without which many climate change projects would not be undertaken. In contrast,
while still relevant in those circumstances where unexpected developments occur or where more
technical studies are needed, the demand for PHRD TA Implementation grants is usually less than
the annual allocation.

The 16 individual findings on the effectiveness of PHRD TA add up to one overall message — that
PHRD TA is producing high quality results in all areas except for the visibility of Japan. Through the
grant program, Japan has gained valuable experience in managing ODA, and has gained visibility
with the implementing agencies in recipient countries, although not as much visibility as might be
possible or desirable. The Program’s apparent lack of visibility with other donors also suggests that
there may be more opportunities for synergy with other ODA initiatives than are being realized at
present.

Although each grant is generally less than $1 million, the technical assistance achieved is rated
highly by both World Bank and government officials, especially for the key objective of high quality
project preparation for Bank loan operations. Although the results of our analysis of quality of
follow-on projects (comparing projects prepared with and without PHRD TA), were inconclusive, all
other evidence points to a highly effective grant facility.

While good progress has been made on some administrative and management issues, the evaluation
highlights a few areas where improvements in managing PHRD TA grants between the Bank,
recipient governments and the Government of Japan would strengthen the effectiveness of PHRD TA
at country level. These include:

o Slowness in getting grants started especially through cumbersome procedures for hiring
consultants;

» A too limited time period for implementing and completing the Preparation grants in some
cases, although extensions can usually cover the need;
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o A need for clearer and mutually agreed protocols for the involvement of officials in Tokyo
and Japanese representatives in the field;

» The required closing of grants once the loan operation has been approved even though all
preparatory work is not yet completed;

« Parallel procedures between the World Bank and recipient governments that can make for
inefficient administration of the grants.

The evaluation also draws attention to areas where changes in the management of the PHRD TA by
the World Bank could make it more relevant and effective in reaching its strategic goals. Indeed it is
not clear that there is an effective strategic planning process in place for the PHRD TA that is based
on data from monitoring and evaluation feeding into systematic planning. Major strategic choices
such as fund allocation (e.g. 35 percent for Asia), new initiatives (the Climate Change Initiative),
shifts in sector allocations, additional objectives (capacity building, country ownership) appear to
result from policy and/or management decisions without the benefit of careful analysis and strategic
planning processes.

One of the main weaknesses in the present management system for PHRD TA is poor reporting.
The simplification process implemented in 2003-2005 has helped to improve the efficiency of
documentation, legal forms and field-based decision making, and has led to a reduction in
administrative costs within the Bank. However, the simplification process has not necessarily
improved management effectiveness because of less than complete responses to the simplified
reporting and monitoring forms and few controls to ensure that reporting is of good quality. At the
same time, it is recognized that the simplification process was only one step in what should be a
continuous improvement and learning process, of which this evaluation is a part.

The six main recommendations are directed to the World Bank and the Government of Japan, with
the first and last ones primarily for the consideration of Trust Fund Operations and other divisions
within the World Bank. They are drawn on the detailed findings of the evaluation articulated
throughout the report.

Recommendation 1: A Bank-wide discussion, possibly led by the Operations Policy and Country
Services Department (OPCS), should be initiated to develop a position paper on the financing of
project preparation in the Bank and to make the experience of PHRD TA more widely known to
Bank investors.

The evaluation has shown that project preparation is still needed and is an important element for the
effectiveness of the Bank operations. The investment made for project preparation should be
maintained for the following reasons:

o It contributes to quality at entry of WB’ s operations,
« It increases ownership of follow-on WB operations,
o It supports the capacity building of countries where the WB has operations.

The study also found that the World Bank is highly dependent on PHRD TA for preparation of its
loan operations. This reliance on one donor for project preparation is a risk for the Bank and for
recipient governments. Therefore, the World Bank needs to look at the need for project preparation
more broadly and alternative mechanisms to meet those needs. A position paper using the
evaluation findings of this study together with other experiences and analyses would enable Bank
staff and Member countries to reflect on the issues raised. It may also be a useful basis for wider
discussion among Bank investors on what is needed to support project preparation in the context of
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what funds are available to countries for project preparation, and what national resources are
invested in such preparatory activities, and it would provide Japan with an occasion to share its own
experience over nearly 20 years with PHRD TA. The OPCS, which is the central Bank unit
responsible for operational policies and procedures, should take the lead in developing the paper.

Recommendation 2: Given a future in which the increasing demand for project preparation
support may exceed the supply, the Trust Fund Program Administration
Office of PHRD and the Government of Japan need to establish more
strategic priorities for PHRD TA to ensure that it manages available
resources in the most cost-effective way.

To date, except for Implementation grants (where fund allocation generally exceeds demand), the
supply of funds for Preparation and Climate Change grants have just been able to keep pace with
the demand. If this situation changes for any reason, much harder choices may have to be made
about allocating resources. The pressure on the management of PHRD TA to ensure strategic
allocation will increase, as will the demand for clearer priorities with regard to sectoral and regional
distributions.

The evaluation findings suggest at least ten ways that PHRD TA could be more strategic in allocating
resources.

1) It can reconsider the current allocations between IDA/non IDA countries and regional
allocations.

2) Operations that include a significant decentralization component can be given higher
priority since this is where existing capacities to implement loan operations are most
severely stretched.

3) A more sector-specific prioritization can be made that supports World Bank strategies,
including further earmarking of grants as has been done for the Climate Change Initiative
(CC)."™®

4) Within the CC there could be further focus on strategic priorities. The CC could encourage
broader based mitigation projects. The first generation of mitigation projects have been
single-site, limited to a carbon upgrade in one plant. The recent opening of the UN Clean
Development Mechanism (CDM) to consider programs makes it likely that the second
generation of mitigation projects will be sectorwide and program-based. In order to stay at
the forefront of innovation and maintain a catalytic role, the PHRD TA Climate Change
Initiative could encourage these broader sectoral or programmatic mitigation efforts, which
would focus largely on energy efficiency, a sector of prime interest to Japan.

The CC could also become more strategic in funding climate risk analysis studies.
Adaptation activities are far behind mitigation activities. While understanding and capacity
for mitigation is well under way, adaptation strategies are still in their pioneering stage. On
the adaptation side, the CC could perform a strategic and high impact role by supporting
risk assessment of development investments.

It is believed that much of the project portfolio of development banks is at risk due to
climate change impacts. This risk has not been assessed and measures have not been taken

7% As priorities for development of the World Bank and Japan my not always coincide, the WB needs to ensure
that it has identified alternatives to support operations in sectors that may not be supported by the PHRD TA
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to “climate proof” investments. Eventually, international development will have to
internalize this emerging risk factor. In the meantime the methods for assessing risk have to
be developed and here is a path-breaking role for PHRD TA. Climate proofing of
development assistance is another area where Japan could invite other members of the G8
to participate.

5) Since partners are expected over time to learn and internalize the importance and good
practices of project preparation, the PHRD TA could be reconfigured to provide smaller
grants, and/or require greater partner contributions, in order to maintain as many grants as
resources allow. This approach is particularly of interest where implementing agencies in-
country receive repeat Preparation grants.

6) Complementing and reinforcing the above approach, the PHRD TA application process
could be designed to include more specific capacity assessments of implementing agencies,
aiming to identify those at the lower end with adequate capacities to assure effective basic
implementation, but still in a position to benefit most from the infusion of resources and
advice available through these grants. Such an approach might be expected to steer grants
toward Ministries, States or districts with less experience in project preparation, and thus
target capacity building where it is most needed.

7) In cases where a country has received repeated major lending or investment in a particular
sector, it will presumably have been building its own capacity to plan, prepare, and
manage activities in the sector commensurately with the total volume of activity. After a
certain point, this could provide a reasonable rationale for reducing PHRD TA grants to a
sector in specific countries.

8) Conversely to the case above, PHRD TA might favor supporting the preparation of
operations that are very new and/or that require new ways of working within a country -
such as a more collaborative or participatory process which brings together a number of
different actors (e.g., ministries, levels of government, other agencies) who may not have
worked together closely before.

9) Given that the existing allocations for Implementation grants are commonly not absorbed
by grant proposals, PHRD TA could consider eliminating or severely restricting this grant
category.

10) The World Bank could also manage allocations of PHRD TA less through centralized policy
and more by establishing priority setting at the country level by increasing the authority of
the Bank Country Directors to propose allocations that best fit the needs of the countries
within the strategic directions set for PHRD TA and aligned with the framework provided by
the CAS.

Recommendation 3: The Government of Japan and TFO should identify tools and processes that
support a greater recognition of Japan’s dedicated support to good project
preparation through PHRD TA.

Although the Government of Japan wishes to be more visibly linked with the program, the
evaluation has shown that in all the countries visited, there is little recognition beyond government
officials and consultants directly involved with implementing the grants that Japan is funding the
PHRD TA. The responsibility for leveraging the visibility of Japan through the PHRD TA is a shared
responsibility of the World Bank, the Japanese Government and beneficiary countries. They should
engage separately and collectively in reflecting on various ways to increase recognition of the
support given by Japan.
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There are three broad approaches identified for increasing the visibility of Japan.

1) Symbolic changes: These are the easiest changes to put in place and would include such
visible symbols as putting a Japanese flag emblem on PHRD TA reports or other outputs;
more clearly acknowledging the role of Japan in supporting the grants; and adding the letter
J to PHRD TA, if this were agreeable to Japan and to the World Bank.

2) Process changes: Systematically inviting Japanese representatives to both grant and loan
operation signature ceremonies and publicly recognizing the support provided to countries
by Japan through the PHRD TA. Working with recipient governments and local media to
get more news distributed about the grant and loan activities that recognizes the role of
Japan and providing such reports to the Japanese representatives in country for forwarding
to Tokyo. One approach might be to have a signing ceremony or similar occasion for
publicity about PHRD TA once or twice a year for all PHRD TA grants (so that the overall
amount is larger) as part of a more coherent and planned communications strategy at
national level.

3) Strategic changes: A more coordinated country-level approach to PHRD TA grant
submissions (rather than the individual approach in which each TTL decides to apply for a
PHRD TA grant), based on regular discussions between the WB Country Office and the
Japanese Embassy about the portfolio of prospective grants for the country.

Finally, the World Bank might consider assigning a significant portion of a communications person’s
time to the PHRD TA to ensure appropriate recognition and visibility at country level. This would
need to be coordinated with the staff members in Japanese embassies assigned responsibility for
PHRD and with the Bank Country Offices, which at present have uneven levels of capacity,
commitment and understanding of the strategic role of PHRD TA.

Recommendation 4: The TFO and the Government of Japan should consider limited additional
flexibility in PHRD TA grant conditions in order to increase the
effectiveness of the grant program.

Without unduly adding to management complexity (and thus potential delays and staff costs) by
proposing that the PHRD TA grant process allows for greater flexibility, the evaluation identified
some cases where the relevance and effectiveness of PHRD TA could be enhanced if some
exceptions were allowed to existing policies and conditions. This is proposed in the context of a
general finding that PHRD TA is already very compliant with existing rules and regulations. For
example, the requirement that the grant-related project be specifically listed in the CAS might be
lifted where the project is regarded as highly desirable and is innovative enough not to have been
foreseen in the CAS (or where the CAS is several years old or is an I-CAS so that recent priorities are
not yet reflected in it). Individual case studies present the demand, which was expressed by the
users of PHRD in several countries, for an increase in the 10 percent cap on non-consultant costs.
This is particularly evident in countries such as Ethiopia, where there is an expressed need from
country officials for capacity building in the form of training to be incorporated into the project
preparation phase. However, after collectively reviewing this demand in an overall context of
declining resources for project preparation and availability of alternative potential resources for
training, the evaluation team recommends that the 10 percent cap be maintained.
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Recommendation 5: The World Bank and Government of Japan should consider ways to increase
the efficiency of the PHRD TA grant approval process, to avoid unnecessary
delays in a process that can take six months to a year or more to complete.

TFO and the Government of Japan have made significant efforts to address the issue of excessive
lead time in processing PHRD grants. As noted in this report, Bank processes have been shortened
and simplified through the PHRD simplification process. The Government of Japan has also taken
steps to accelerate approvals. Nonetheless, one of the concerns raised frequently in the evaluation
was the long lead time required for PHRD TA grant approvals, especially compared to other
application and approval processes. The reasons cited for delays in the process include problems
encountered by TTLs in reaching appropriate officials in Japanese embassies for early consultation
regarding the grant, especially when the responsible embassy is located in another country and/or
embassy officials are not familiar with PHRD TA or the recipient country situation. Another concern
raised is that sometimes no decision from Tokyo is received on a particular proposal and the TTL is
unsure whether to wait and resubmit the proposal in the next call for proposals or to assume that the
decision is negative. In the course of drafting this evaluation report, new guidelines on “Processing
and Implementation of Japanese Trust Fund Grants, Roles and Responsibilities of World Bank and
Japanese Stakeholders” had been developed by TFO, MOF, and MOFA, and were expected to be
formally approved. The guidelines are expected to provide further help to stakeholders and further
improve the processing cycle. The evaluation team supports this initiative and would encourage
periodic review of the guidelines to ensure that the changes adopted are reducing delays in the
cycle.

Recommendation 6: TFO should ensure greater oversight of the PHRD TA reporting system to
check that GRM reports are complete and that they provide adequate data
to monitor and assess the efficiency and effectiveness of the PHRD TA
grants.

The evaluation found that although the monitoring and evaluation of PHRD TA grants complied
with agreed Bank procedures, the quality of reporting data is less than desirable with incomplete
reporting particularly at the outputs and outcomes levels. The monitoring system does not need
changing but rather TFO should exercise better quality control of the reporting on grants within the
system. This would include more emphasis on the evaluative aspects of the grant completion report
for the GRM. Furthermore, given the total size of the PHRD TA program, it would seem appropriate
and feasible to evaluate either a select number of grants each year, or to periodically assess a
country’s portfolio.

This is particularly important as the Government of Japan is expressing the need to be kept better
informed on results of the PHRD TA program. A positive step in this regard is the April 2007
“Review of PHRD TA Grants Closed in Fiscal Year 2006". This report, which reviews 117 PHRD
TA grants, provides feedback from grant implementation that could lead to program improvements
and allows extended reporting on the results of the completed grants. The report is very good in
providing descriptive data on PHRD and identifying strategic issues for the program. There are two
ways in which the report could be improved:

1) In addition to identifying the issues, TFO could outline options for addressing those issues.
It may be helpful, for example, to add a section on Management and Follow Up to present
options to be considered by Japan and/or by the World Bank.
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2) TFO could also provide more analysis about what would be acceptable as a benchmark on
some of the areas. For example, if Sector Manager comments contribute significantly to the
quality of the GRM reports, as the Review identifies, what can be done to increase the
number of Sector Managers who provide commentary? What would be the acceptable
percentage of Sector Managers who provide comments? A similar exercise could be
applied to the issue of disbursement. Is 73 percent overall disbursement above or below the
expectation? The evaluation team does not know of external benchmarks in the areas
covered by the TFO report, but it would be strategic for the World Bank to establish such
benchmarks in collaboration with the Government of Japan. Finally, TFO may need to
continue to clarify with the Government of Japan what specific reporting would be useful
for the Japanese Parliament and adjust the annual WB report on the PHRD TA to satisfy the
Japanese request for more accountability on results.
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Finding 1:

Finding 2:

Finding 3:

Finding 4:

Finding 5:

Finding 6:

Finding 7:

Finding 8:

Finding 9:

Finding 10:

Finding 11:

Finding 12:

Appendix | List of Main Findings

PHRD TA grants are relevant to the operations of the World Bank, particularly because
there are few alternative mechanisms with the advantages of PHRD Preparation grants,
and more recently, the Climate Change grants. While Implementation grants are also
relevant, they are seen as less critical to Bank operations.

PHRD Preparation grants are seen as an essential and unique source of funding for
which the need still exists or is growing. Without PHRD preparation support, countries
would be less able to implement Bank loan operations in support of their national
development strategies.

Demand for Implementation grants has been lower than the planned allocations for this
grant area.

For most countries, there are no real alternatives to the PHRD Climate Change Initiative
for preparing climate change projects which are seen as relevant to national
development priorities.

The reported need for future PHRD grants under the Climate Change Initiative appears
to be growing.

At the present level of PHRD TA funding, the earmarking of grants as part of the Climate
Change Initiative has enabled developing countries to enter a new international carbon
market to support national development strategies.

Some of the original objectives of Japan in funding PHRD TA have been partially met,
but the main objective of meeting the need for good project preparation in developing
countries remains valid and may increase with increased government decentralization
and civil society participation in project design and implementation.

The Climate Change Initiative is an important reason for the continuing relevance of
PHRD TA to Japan.

PHRD TA has operated according to the policy of maintaining a poverty focus by
ensuring that at least 35 percent of submissions for grants are from IDA and Blend
Countries. It has partially achieved a similar policy requirement for regional distribution
of submissions for the Asia region.

PHRD Preparation grants are reported to have positive outcomes for follow-on
operations.

Implementation grants are a helpful mechanism for quickly channelling TA resources to
address issues that were not contemplated in preparation and to otherwise improve the
implementation of follow-on projects.

Grants under the PHRD Climate Change Initiative are effective in leading to follow-on
activities and adding value for countries.
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Finding 13: PHRD TA Preparation grants have contributed to human resources development within
recipient countries as much, if not more, through practical experience than through
specifically designed training activities. There is demand for increasing the 10 percent
cap on non-consultant costs to increase resources for training.

Finding 14: Implementation grants are reported to increase technical capacities of implementing
agencies.

Finding 15: Stakeholders assess CC grants highly in terms of their contribution to local capacity
building.

Finding 16: PHRD TA Preparation grants increase the sense of country ownership for follow-on
operations

Finding 17: PHRD Implementation grants have created a sense of project ownership by recipient
governments and implementing agencies.

Finding 18: Country ownership of the CC grants appears to be less than for other PHRD grants

Finding 19: PHRD TA grants are reported to have contributed to policy development generally and
to specific policy changes in certain cases.

Finding 20: PHRD TA grants provide little visibility for Japanese aid in recipient countries. The
reasons lie in the low profile types of activity involved and modest size of the grants,
insufficient communication on the part of the WB, and little involvement of local
Japanese embassies.

Finding 21: The Climate Change Initiative has a high potential to enhance the visibility of Japan for
PHRD at country level but this potential is not realized.

Finding 22: PHRD TA is an investment that has led to a high level of outputs and good quality
results for the resources expended.

Finding 23: The PHRD Climate Change Initiative has contributed to international policy norms and
has had some impact at national level.

Finding 24: PHRD grants do not appear to duplicate other ODA resources, nor is there evidence of
much collaboration with other donors.

Finding 25: The PHRD project grant cycle is well established and generally understood within the
Bank but is seen as slow and complex by TTLs.

Finding 26: There is relatively little analytical work done on key strategic issues in the management
of PHRD.

Finding 27: Management of PHRD is seen by staff and country partners as satisfactory, though most
mention areas for improvement, including the need for better communication with
national governments.
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Finding 28: In general, most Bank staff and national government representatives see the PHRD as a
flexible vehicle.

Finding 29: Implementation times seem to be improving since the application of the simplification
process but it is too early to tell and there are many intervening variables.

Finding 30: The simplification process has led to generally positive outcomes. It has helped to
improve the speed and efficiency of the PHRD grant making process and has
decentralized more decision-making to the field. Less positive outcomes include less
familiarity and oversight of PHRD TA by TFO and poorer quality reporting.

Finding 31: Many World Bank staff and Japanese representatives are not well informed about the
simplification process.

Finding 32: Compliance with WB procedures in managing PHRD grants is high although
respondents report difficulties in meeting project deadline requirements.

Finding 33: The PHRD TA is found to be so consistently linked to the World Bank Country
Assistance Strategy that some flexibility regarding the linkage requirement could
produce additional benefits in special circumstances.

Finding 34: While data and information abound in the World Bank system, the controls that are
being used to ensure that monitoring and reporting data are complete and of good
quality are inadequate.

Finding 35: There have been few evaluations of PHRD TA grants as most grants fall below $1
million (this is in accordance with WB guidelines). Consequently, the major oversight
tool for PHRD TA has been periodic program evaluations such as this study.

Finding 36: The World Bank is exercising appropriate control and mitigation measures to support
the anti-corruption initiatives of both Indonesia and the World Bank. Following a
project corruption case in 2006, additional measures have been put in place, but it is
too early to assess their impact.
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Appendix Il List of Recommendations

Recommendation 1:A Bank-wide discussion, possibly led by the Operations Policy and Country
Services Department (OPCS), should be initiated to develop a position paper
on the financing of project preparation in the Bank and to make the
experience of PHRD TA more widely known to Bank investors.

Recommendation 2:Given a future in which the increasing demand for project preparation support
may exceed the supply, the World Bank and the Government of Japan will
need to establish more strategic priorities for PHRD TA to ensure that it
manages available resources in the most cost-effective way.

Recommendation 3:The Government of Japan and TFO should identify tools and processes that
support a greater recognition of Japan’s dedicated support to good project
preparation through PHRD TA.

Recommendation 4:The TFO and the Government of Japan should consider limited additional
flexibility in PHRD TA grant conditions in order to increase the effectiveness
of the grant program.

Recommendation 5:The World Bank and Government of Japan should consider ways to increase
the efficiency of the PHRD TA grant approval process, to avoid unnecessary
delays in a process that can take six months to a year or more to complete.

Recommendation 6:TFO should ensure greater oversight of the PHRD TA reporting system to check
that GRM reports are complete and that they provide adequate data to
monitor and assess the efficiency and effectiveness of the PHRD TA grants.
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Appendix Il Analysis Performed on
Questionnaire Data

Coding and analysis of the questionnaires was undertaken by a separate team from those
responsible for interviewing to minimize bias. A coding manual was prepared for each
questionnaire module using two coders as cross-checks. Data entry was checked through
independent visual scanning of raw data in SPSS data file and frequency checks were run on every
variable used in the analysis to identify outliers. All outliers were corrected resulting in a clean data
set. To compare the responses for the Preparation, Implementation and Climate Change grants, the
194 completed questionnaires were reduced to 177 ‘pure cases’ since it was found that 11
respondents had referred to more than one grant in their answers and 5 respondents indicated no
specific purpose. This is the survey data set used for the discussion of the preparation grants
throughout the report (see table A.1).

Distribution of respondents in questionnaire survey by grant type

PREPARATION IMPLEMENTATION CLIMATE CHANGE TOTAL TOTAL

PERCENT

World Bank staff 53 4 17 74 41
TTL 42 4 17 63 35
Other staff 11 0 0 11 6
Country 52 1 2 53 30
government
officials
Grant project 48 0 0 48 27
consultants
TOTAL 153 5 19 177 100 percent

Note to table: Percentages do not add to 100 percent due to rounding.

Data analysis was performed using SPSS to explore patterns among various factors and seek
explanatory variables in the distributions found.

Frequency analysis was conducted for questions 2 through 6, as well as for questions 1.3 (country)
and 1.4 (purpose of grant). The complete questionnaire and coding manual is provided in Volume
IX — Methodology.

Cross tabulations were produced for questions 2 through 6. Responses to these variables were
studied first according to country and second according to response group. Country is a six class
variable, representing Armenia, Colombia, Ethiopia, India, Indonesia and Vietnam. The six
respondent groups in the sample were collapsed into three classes, consisting of TTL and World
Bank personnel, Country government officials (line and central), and finally Project Consultants.
Japanese representatives and other donors were excluded from this analysis, since their numbers
were too few to permit meaningful comparisons.

Significant differences indicated by the cross tabulation analyses (as indicated by x* with an
associated p level of .05 or under) prompted further study. This further analysis consisted of ANOVA
analysis accompanied by pair wise t-tests on the group means for continuous scale data and
General Linear Model analysis (GLM) analysis for ordinal scale data. (See Volume IX — Methodology
for the results.) Where significant differences uncovered in the survey data are relevant to the text,
reference and interpretation are offered as a footnote.
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In addition, exploration into the factors potentially related to key outcome variables of interest led
us to conduct bivariate association analysis (Pearson or Spearman correlation coefficients depending
on the nature of the scales). In connection with this exploration, simple indices were formed of the
inputs (question 3.1 in the TTL survey) and outputs (question 5.1 in the TTL survey) derived from
PHRD grant activity. Both indices represent a simple count of the affirmative responses to the
variables in each list. Specifically, the index of inputs resulting from the PHRD grant reflects the
total “yes” responses to six dichotomous variables: local consultants employed, international
consultants, study tours, surveys/assessments, training/workshops and other inputs. The index of
outputs resulting from the PHRD grant reflects the total “yes” responses to seven dichotomous
variables: a project prepared for submission to the World Bank, a project prepared for carbon
financing, training, project reports, new policies, rules and procedures and other outputs.
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