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Exrctrrrvn SurvnrmY

The GEF has supported conservation trust funds in several countries as a means of
providing long-term funding for biodiversity conservation. This evaluation was carried

tut by G C1il Secretariat's monitoring and evaluation unit in order to determine to what

extent the potential advantages of these trust funds have been realized, how the concerns

expressed .bout them have been addressed, what conditions appear to be necessary for

nrnAs to function effectively, and what can be said from the experience to date about their

impact on conservation and sustainable use of biological diversity.

The evaluation team analyzedthe experience of l3 funds in an attempt to distill

lessons learned and make recommendations to the GEF regarding future assistance to

conservation trust funds. The evaluation focused on GEF-supported funds, as well as six

others selected to give the portfolio geographicalbalance, provide opportunities to

analyzethe relative advantages of funds of various sizes and types, and provide insights on

particular aspects of interest, such as innovative funding mechanisms. It should be noted

ihat the GEF experience to date is largely of trust funds implemented by the World Bank'

This report is addressed specifically to the GEF, responding to concerns raised by

the GEF Council at its October 1996 meeting about the success of trust funds as a means

to achieve GEF purposes, that is, to finance the incremental costs of protecting globally

significant biodiversity resources. There may be instances where a conservation trust fund

is not appropriate in the GEF context but may still be a useful mechanism to address

national conservation objectives. That notwithstanding, it is important to bear in mind that

the GEF is currently the major source of international funding available for the

capitalization of trust funds.

The evaluation showed clearly that there is no "typical" conservation trust fund.

The funds' structure, scope of activities, priorities, and procedures vary according to their

purposes, and the situation of the country they serve. However, it u'as useful in analyzing

ih" fundr' experience to group them into two general categories. "Parks" funds support

specific protected 
"."ur 

*ithin a national protected areas system. (The majority of GEF-

supported funds fall into this category.) "Grants" funds channel resources to target

gtoupr (typically NGOs and community-based organizations) for a broad range of

ionsirvation and sustainable development projects, and often include the development of

civil society institutions among their objectives. These two types of funds tend to have

significant differences in their relation to national strategies, in their governance structure,

program management, and the ways and ease with which they meet GEF criteria. This is

discussed in detail in Annex D.

Summary of Findings and Conclu.sions

The team concluded that trust funds are not simply financial mechanisms, but must

be viewed as institutions that have several roles to play, in addition to channeling funds.

These include roles as key actors in the development of national conservation stretegies,



as technical experts who can work with public and private agencies to develop agile and

effective management approaches, and in some countries, as capacity-builders and

nurturers of an emerging group of non-governmental organizations becoming involved in

biodiversity conservation. To succeed, these institutions need more than financial

management systems and skills. They need governance structures, staff, and technical

support to enable them to proactively influence the environment in which they work, and

to maintain transparency and support for participatory approaches to conservation and

sustainable development.

The team found that trust funds have made impressive accomplishrnents in the

areas of (a) supporting protected areas, including enabling the creation of new national

parks, expansion of existing areas, and providing a basic "resource security" for their

operations; (b) generating and managing financial resources; (c) enabling the participation

of civil society institutions in resource conservation; (d) increasing the level of scientific

research applied to conservation issues; and (.e) increasing public awareness of
conservation issues. Uncertainty remains, however, about trust funds' ability to

demonstrate long-term biodiversity conservation impact. In part, this is due to the

difficulty of measuring biodiversity impact, and of attributing impact to a particular

intervention, especially over the short term. [t is also true that trust funds generate

relatively small amounts of resources in relation to national conservation needs.

The two types of trust funds address these concerns in distinct ways. "Parks"

funds have shown some ability to create a basic sense of "resource security" for protected

areas, enabling managers to focus on conservation rather than the endless scramble for
financial resources. Several "grants" funds have chosen a prograrnmatic or geographic

"niche" in which to focus their activities to achieve maximum impact.

The funds have generally met GEF criteria. Specifically,

o Most of the funds studied, and all of the GEF-supported funds, have focused

their programs to achieve global environmental benefits in the GEF's

biodiversity focal area.

. All of the funds studied fit within GEF's operational programs, usually

supporting activities in several of the ecosystem types that define biodiversity

operational programS (fOrest ecosystems, mountain ecosystems, arid

ecosystems, freshwater and marine ecosystems).

. All of the funds studied are countrydriven (i.e., governments and other sectors

show strong commitments to fund objectives), reflect broad public
invoh.,ement and participation, demonstrate irutovation, and have leveraged

addi ti onal re sources for global c:onservati on.

o Although the funds examined were largely Pilot Phase projects not subject to

the incremental cost criteria, their programs illustrate ways that future funds

can meet these criteria: in the case of protected areas, through up-front
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agreements on the percentage of support to be provided by the government

and by the fund, and in the case of grants to NGOs and community-based

organizations, through requirements for counterpart and matching

contributions.

Trust funds have leveraged substantial additional funding for conservation. This

has been true at the level of the fund itself -- for example, the six GEF funds with

operating experience have raised more than $33 million in non-GEF contributions -- and at

the level of projects financed by the fund, which generally include substantial counterpart

contributions by the recipient organizations However, only one of the funds studied has

met its objectives for raising additional endowmenl funding. Most of the money raised has

been short-term project financing or 6-10 year sinking funds. This has important

implications for the design of future trust funds, as discussed in the team's

recommendations. (See especially recommendations 5, 6, and 7')

The majority of the funds studied were set up as non-governmental institutions

with mixed public-private governing bodies. Non-governmental representatives on the

governing body typically held the majority, with government often restricted to one or two

seats. The team found several advantages of larger over smaller boards, in particular, the

ability to establish working committees to deal with the diverse issues that funds must

address: financial management, fundraising, technical oversight, etc. Also, governing

boards whose members are elected in their personal capacity, as opposed to formal

representation oforganizations, agencies or sectors, tend to develop a stronger sense of
"ownership" of the fund as an institution, and work more effectively to implement the

fund's mission. The more formalty representative boards tend to see their role in terms of
allocating resources among their various agencies and sectors. Few of them do an

adequate job of reporting back to their constituencies and keeping them involved.

Most of the funds studied have been able to keep their operating (non-program)

costs in the 25-30 percent range (and some below 20 percent). However, there has been

no clear guidance from GEF or its implementing agencies on acceptable levels of
operating costs, or the basis on which those costs are calculated. Most of the funds at the

high end of the operating costs range were either (l) operating on such small endowment

income that even minimal operating costs constituted a high percentage or (2) not

segregating diffFerent types of costs. Operating costs include both costs of an

administrative nature (project identification, selection, supervision) and the costs

associated with funds' roles as institutions (e.g., costs of board operations, fundraising,

constituency building, participation in policy dialogue). However, funds also incur costs

for progyam support such as technical assistance to grantees and institution building of
the fund itself (stafftraining, technical support for development of policies and

procedures) that are not properly considered operating costs

The GEF-supported funds have successfully applied an asset management and

asset manager selection model developed by the World Bank. This includes development

of investment guidelines that reflect a conservative risk strategy and portfolio

diversification; competitive, international selection of experienced, professional asset
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managers; and regular, active oversight by the fund's board of directors of investment

performance compared to standard benchmarks. The GEF-supported funds have generally

lstablished spending rules or practices that preserve capital over the long term by building

cushions when returns are good for program support in times of market downturn.

The activities of all trust funds studied were consistent with national environmental

or biodiversity strategies and/or action plans, and with the Convention on Biological

Diversity. However, since the range of activities consistent with these broad guidelines is

generally wide, it is difficult to imagine a trust fund supporting projects oulside these

frameworks. Trust funds in countries with participative strategies and planning processes

generally had good links, while other trust funds had limited contact, often due to the

planning process being inaccessible, stalled, overturned by a succeeding government, or

otherwise of limited relevance.

Some countries have established a single, national trust firnd; others, one or more

trust funds of limited geographical or programmatic scope. Where there is a clear need

and strong local support (Uganda, South Africa) the site-specific funds have been

effective. In general, except in the largest countries, the team observed a limited pool of
national talent available to be tapped for governance, asset management, and policy

oversight, and a limited pool of potential financial supporters for whom multiple funds

would compete. There appear to be significant advantages of scale in combining multiple

purposes or "windows" in a single fund

Finally, trust funds are only one of an array of financial mechanisms and

institutional arrangements used to address biodiversity issues. The team identified key

conditions indicating when a trust fund is likely to be the appropriate mechanism, and

influencing the fund's ability to function as an institution and carry out its mission

(Chapter IV). In particular, the team identified several factors that affect calculations of
the "opportunity cost" of establishing a trust fund, and when other approaches might be

more suitable (Box l0). It bears repeating, in conclusion , that trust funds are more than

financial mechanism.s, and are generally appropriate when the issue to be addressed is

long-term in nature. Where threats to biodiversity are serious and immediate, and can be

effectively addressed by the rapid mobilization of relatively large amounts of funding,

traditional project funding may be more appropriate.

The recommendations arising from these findings and conclusions are summarized

in Box L

GEF ['wanclNc oF Tnusr Futrns

GEF should continue to finance conservation trust firnds when the

vut
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Four conditions are essential:

o The issue to be addressed requires a commitment of at least 10'15 yearsl

. There is active government support for a public-private sector mechanism outside direct govemment

control:
o A critical mass of people from diverse sectors of society can work together to achieve hiodiversity

consewation and sustainabte development; and

. There is a basic fabric of legal and financial practices and supporting institutions (including banking'

auditing and confiacting) in wNch people have conftdence'

The initial capitaliization, together with otrer resources available on a reculrent basis' shoutd allorv a meaningftrl

program in the chosen ,r.u ff fo.ur, over a significant period, keeping operating costs within a range af 20-25Yo'

Trust funds should not be creatcd rvithout commitments for this minimum amount of capital from the outset'

GEF support should be structured to provide incentives to encourage raising addirional capital and assistance in

developing innovative capitatization approaches'

GEF and its implementing agencies should explore ways in which they could provide resources to sustain

partnerships with trust fund *graduates" beyond the supervision period.

DsstcN Issttgs

The concept of conservation trust funds as independent organizations that are more than financial mechanisms

shoutd be rcflected in staffing pattems, gon.-rn.. structues. recruitment criteria for board members and staff'

and technical zupport provided by outside donors and partners'

GEF projects supporting trust funds should make provision for training and technical assistance'

GEF support for recurrent cosls of protected areas through "parks" funds should include a strategy for increasing

other resources for these costs and seeking rvays cerrain ictivities or areas could become setf-financed' tndividual

consewation, sustainable use. and education projects supported by "grants" frrnds should have prospects for

sustainability and./or achieving rheir objectives in a reastnable period with no need for continuing funding'

GEF's implementing agencies should apply clearer and more consistent guidance on operating costs'

GEF's implementing agencies should consider the impact on trust fund agility and responsiveness' as well as

operating costs, of piescriUing complex procurement or administrative procedures'

The GEF should continue to apply as standard practice for its capital contributions to trust funds the successful

asset maoagement and asset manager selection model developed by the world Bank'

GEF support for conservation trust funds, especialll' for the creation of new funds' should encourage the

development of partnerships with international NGOs with experience and recognized abilities in this area, as well

as the exchange of information among trust funds'

GEF and its implementing agencies should provide increased support to help trust funds O"t':*::l."11:1:*"-,,

ffi#:XtilJ;J;:il cJnservation and sustainable use and to divelop p"*ottnao"" indicators and simple, usefrrl

monitoring and evaluation systems to measure progress torvard these objectives and feed back experience into

imDrovements and decisions.



L lr.irnonucrloN AI{D Bn,cxcnouun

l. More than thirty environment funds have been created over the past decade. Seven have

received GEF support and assistance; l5 more are under design or active consideration.

Generally, these funds aim to provide a long-term source of funding for biodiversity conservation

and sustainable development. They are often seen as vehicles for bringing many stakeholders

together to prioritize conservation actions that respond to local needs. The Study of GEF's

fieratl Peiformance andthe Stu$t of GEF Prolect Lessons, both conducted in 1997 as part of

the Secretariat's monitoring and evaluation program, also recommended increased GEF support

for conservation trust funds.

Z. Others have raised questions about GEF financing of conservation trust funds. Concerns

include the extent to which trust fund-supported activities meet GEF's criteria on global

environmental impacts and incremental costs, the "opportunity cost" of providing relatively large

sums of GEF grants to capitalize endowment funds, and how to assure the performance of the

funds is adequitely monitored and evaluated. The GEF Council in October I996 requested the

Secretariat to prepare a paper examining issues related to trust funds and the experience of World

Bank-supported funds. This evaluation was designed to inform that paper and the further

discussion on this topic by the Council at its October 1998 meeting'

3. This evaluation examined the experience of l3 conservation trust funds, seven of which

received GEF support (in Bhutan, Brazil, Mexico, Peru, South Africa, Uganda, and the Eastern

Carpathians region of Poland, Slovakia and Ukraine). GEF projects in Bhutan and centralEurope

have recently been completed, the projects in Uganda and Peru are approximately at the mid-point

of their implementation, the project in Brazil has been in operation for about two years, the

Mexico project has just begun (in January 1998) to operate under a restructured design which

involves a trust fund, and GEF activities have not yet begun in the Table Mountain Fund in South

Africa (approved in early l99S). Except in South Africa, these projects are from the GEF Pilot

Phase. The other six funds were selected to complement the sample of GEF-supported funds with

respect to size, type of progran\ sources of financing, and geographic distribution.

4. The evaluation was designed to answer the fotlowing questions:

r to what extent have the potential advantages of environment trust funds been realized in

practice, and have the concerns expressed about them been minimized or overcome?

. what conditions are needed for conservation trust funds to succeed and what conditions

are likely to hinder success?

r what evidence is there to date of the impact of these funds on conservation and sustainable

use of biological diversity?

r what lessons and good practices can be rdentified from this experience that could usefully



be applied by other current or future funds?

r what recommendations for GEF policies result from a review of this first generation of
conservation trust funds that would help guide future assistance to conservation trust
funds?

5. To help answer these questions, the evaluation team looked at the strategic and national
context within which conservation trust funds operate, their governance and management

structures, how funds set their program objectives and manage their activities to achieve them,

and their asset and financial administration performance. The team also looked at disbursements

and visited projects financed by trust funds. The complete Terms of Reference for the evaluation
is included as Annex A to this report.

6. The evaluation was carried out under the direction of the GEF Secretariat's monitoring and

evaluation team. Scott E. Smith was the team leader. The evaluation team included three GEF
stafffrom the two implementing agencies that have supported conservation trust funds--Martin
Krause and Kevin Hill from TJNDP and Kathleen Mikitin from the World Bank, Walter Lusigi
from the GEF Secretariat biodiversity/international waters team, and two outside consultants
independent of the GEF, Ruth Norris and John Pielemeier. In addition, a reference group was

formed to provide guidance to the evaluation team. Its l7 members included task managers and

other implementing agency staffwho have experience with trust fund projects, NGO
representatives, current and former officers of environment funds, a member of the World Bank's
evaluation stafl a member of the Convention on Biological Diversity secretariat, and

representatives of other donors with an interest in conservation trust funds.

7. The evaluation team conducted interviews with task managers and reviewed documents
(evaluations, supervision reports, project implenrentation reviews, project designs and related
analyses, other articles and reports) on projects which include GEF-supported conservation trust
funds. They also reviewed reports from international and regional fora on environment funds and

other documents relating to the experience with GEF-supported and other environment funds, and

interviewed people knowledgeable about this experience. Seven funds in six countries were
visited: Brazil, Jamaica, Mexico, Peru, Slovakia (Eastern Carpathians) and Uganda. Local
consultants participated in these field visits in four countries: Lovelette Brooks in Jamaica; Maria
Allegretti in Brazil, Silvia Charpentier in Peru, and Maria Hajnalova in Slovakia. Following the
fieldwork, the team met to synthesize its findings, discussed them with the reference group, and
prepared a draft of the evaluation report. The draft report was then reviewed with the GEF
implementing agencies and secretariat. the NGO community, and others. Their input is reflected
in this final report.

8. Chapter II of this report provides an overview of the l3 trust funds included in the
evaluation. (Summary descriptions of the funds can be found in Annex C.) Chapters III and IV
present the findings and conclusions of the evaluation team. Chapter V describes the implications
of these findings and conclusions for GEF and includes the team's l3 recommendations.

A list of the many people contacted during the evaluation is contained in Annex B. The

1



evaluation tean reco,gnizes the valuable inputs made to this study by all of these people, and

wishes to w,armly thank them-especially the extremely busy board members, directors and staff of
the seven fuqds visited-for gving of their time ts contribute to oui undenstanding and learning.

lO. It is our hope that this waluation report will be but one step in a continuing process of
leanring a,bout and from cons€nation trust funds and the contributions they are maHngto the

conservation and sustainable use ofbiological diversity in their countries. This rep-on is only one

of a series of products erwisioned frorn this ev'aluation. We encourage feedback ftom r,eadetrs,

your suggestions onthe kind of information and communicatio-n media tha! would be most helpful

to you, and/or additional experience you would like to pass on related to oonservation tnrst firnds.

You can contast the GEF Secrstariat's monitoring aod evaluation team at

gefl essoqs@eefr reb.org.

l!

r .f.

i''.t
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tr. Suuu.my oF FLINDS ltvcLuono IN THE Evlt ulttotl

I L There are various types of environment funds. Those supported by the GEF have been set

up as frasl funds (in countries whose legal s1'stems are based on British or US models) or (in

most civil law countri es) asfoundations. In either case, these funds legally set aside assets (e-9.'

GEF grants) whose use is restricted to the specific purposes set out in a legal trust instrument.

Theyian be structured financially in three ways. When anendowmentis created, the financial

assets of the fund are invested to earn income and only that income is used to finance agreed-upon

activities. Sinking funds are designed to disburse their entire principal and investment income

over a fixed period of time, usually a relatively long period. e.g., l5 years. Revolvingfunds

provide for the receipt of new resources on a regular basis--for example, proceeds of special taxes
'designated 

to pay for conservation programs--which can replenish or augment the original capital

of the fund and provide a continuing source of money for specific activities. Any particular

environment fund can combine these features depending on its sources of capital.

12. The evaluation showed very clearly that there is no "typical" trust fund. The funds'

structure, scope of activities, and procedures vary according to the purposes for which they were

set up and the situation of the country they serve. Some are national, some regional, some

dediiated to a particular biodiversity resource. Only two of the funds studied are actually national

environmental funds (NEFs) in the sense of having a mandate to support the full range of
activities, governmental and non-goverTrmental, included in national conservation plans or

dtrategies - although many conservation trust funds have quite broad mandates and the defining

characteristics that would quatify a fund as an NEF have not been agreed upon. The team did not

visit any environmental funds covering both "brown" and "green" agendas'

l3: In describing the main features of the funds studied, the team found it useful to divide the

funds infci twogroups, according to the types of activities they support, since several of the

findings and conclusions apply particularly to one group or the other. "Parks" funds support



either rutionat protected areas systems, or a specific pro.tectod aroa or gfoup of protgctod areas.
*'Gmntd' funds claon€l re$ourc€s to target groups (grpipally NGOs and cornnnrnity-based

organizations) for a broad range sf csnservation and susJainable developmurt prqiects, llot lirnited

to ptotcst€d areas.

14. There are several important ways in whichthesetwo BDes,of fuids often differ. Annor D
analyzes them in more depth, but generally they include:

r fheir role within a national biodiverstty or environment straleg;

. govern&tce; the extent of government involvernent and the importance of r,epresentative

iqvolvement of stakeholders;

o grant management procedures fo.r aotivitiesfinanced;

r theways ar,rd ease with whicfr funds meetGEF siteriq; 4fi
t fiitmcial fssaes such as thefund's $ruoturg life expeetanqy urd r€sotrc€ rnobilization

$trateglr.

15. Bot.Lshows the typology of the ftnds studied .. m best arr approximatioq, singe sevcral of
the funds ac;Brally span the two groupings - together with infonnation about tlrcir founding dates

and GEF funding. Ab'rief description of each of the funds studied can be found in fuinex C.

H ci" ''



Fund Name. Countn'

Mexican Nature Consen'ation Fund (FtvICNr)

PROFONANPE, Peru

Jamaica Nltional Parks Trust (JNPT)

Mgahinga-B*indi Impenetrable Forest

Consen'ation Trust (MBIFCT). Uganda

Foundation for Eastern Carpathian Biodiversitl
Consen'ation (Poland. Slovakia- Ukraine)

Protected Areas Consen'ation TrusL Belize

Table Mountain Fund. South Africa

Bhutan Trust Fund for Environmental
Consen'ation

Foundation for the Philippine Enl'ironment

National Environment Fund (FONnUI). Boliria

Enrironmental Foundation of Jamaica (EFJ)

Brazilian Biodiversit-v Fund (FUNBIO)

Estahlished

1994 (parks
tund 1997)

1992

l99l

1995

I 994

I 995

l 993

l99l

t992

r 990

t992

l 995

Tvne of Fund

Initialll grans. parks
fund added

Parks

Parks

Parks (grans window
for buffer zones)

Parks

Parks

Parks

Primarilv parks fund

Grants

Grants fund rdthin
larger agenry

Grants

Grants

Grants

GEF Fundins
Received

endowment ($16.5

million)

endowment ($5.2

million)

none

endowment ($4.3

million)

endowmenl
($300.000)

none

endonment ($5

million)

endowment ($10

million)

none

project

none

sinking tund ($10

million disbursed:
additional $10
million committed)

noneConsen'ation Trust of Guatemala (FCG) t 99l

.t
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III. FINDINGS A}ID CONCLUSIONS

16. To address the five key questions in its terms of reference (see paragraph 4 above). the

evaluation team examined several aspects of conservation trust fund performance. These included

the strategic and national context in which funds operate, their governance struchJres, program

management, financial and asset management, activities financed, and their relationship to GEF

programs, implementing agencies, and application of GEF criteria. This section begins with a

review of trust fund accomplishments overall, and then presents findings and conclusions on each

of these topics. Lessons, best practices, and other points of special interest are highlighted in

boxes.

A. iccomplishments antl Impact to Date

17. Conservation trust funds have recorded impressive accomplishments during the first 2-3 years

that most of them have been in operation. At the same time, their long term success, and in
particular their impact on biodiversity conservation, is still not assured, and several of the funds

examined have suffered setbacks and disappointments.
...'..
l8: Although conservation trust funds are generally seen as vehicles for achieving positive
impact on biodiversity conservation and sustainable use, the objectives described in project

documents for.the first generation of GEF-supported trust funds often lacked specifics about

ponservation outcomes. Box 3 lists these objectives for the six projects for which there is



significant implementation experience. In each case, the original project objectives fogused, in

one form or another, on the establishment of the trust fund mechanism itself. References to

biodiversity impact are in most cases indirect.

l9 Two of these projects, in Bhutan and the Eastern Carpathians, are now completed. In

Bhutan, objectives have been formally achieved as all key benchmarks were met. Most of the

acrivities supported by the fund since its inception were those designed as part of the original

project. There has been little testing yet of the ability of this trust fund to serve as a grant

mechanism to support conservation field activities. Gven the ability of the fund to attract

endowment capital from a variety of sources and the attention that is now being given to

developing program management procedures, the prospects for achieving this appear promising,

however. In the Eastern Carpathians, project objectives have been only partially achieved.

Although the mechanism itself has been established, the fund's extremely limited capital has not

allowed it to become operational in more than the most basic sense. The trust fund has recently

decided to hire a limited staffand make a major fundraising effort. If this effort proves successful,

prospects will improve.

20. Two other projects--in Uganda and Peru--are basically at the midpoint of their implementation

period. The stated project objective for the MBIFCT in Uganda appears to have been achieved,

at least to the extent that grants to community groups and support for park management and

research have been funded and the trust fund's capital has grown substantially through

reinvestment of interest income. [n Peru, PROFONANPE has been extremely successful at

serving as a mechanism for debt swaps With the benefit of hindsight, the objective of
strengthening the capacity of the government Natural Resources Institute (INRENA) through a

private trust fund appears to have been overly ambitious, and is not likely to be achieved under

present circumstances. The viability of PROFONANPE as a long term and predictable source of
financing the management of priority protected areas has been partially achieved, although limited

by its inability to date to attract more endowment capital, and by govemment domination of its

-eoverning board and a difficult transition between executive directors. However,

PROFONANPE now seems poised to move forward effectively, with recent legislation changing

the composition of the government's representatives on the board and a new director who is

actively building bridges to the private sector and seeking to diversi$ its programs.

21. The remaining GEF conservation trust fund projects, FMCN/FANP in Mexico and

ruNBIO in !1az.il, appear to be offto an excellent start after a major restructuring away from

government execution to implementation through the fund (Mexico) or a protracted design period

@razil). Both of these projects have more specific biodiversity conservation objectives, and in

this area there has been less rneasurable progress to date.
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I. FLTNDS INCLUDED AS COMPONENTS OF LARGER PROJECTS

Brazilian Biodiversity Fund (FUNBIO)

1 . Provide long-term and sustainable support for conservation and sustainable use ofbiological diversity

in Brazil.
2 . Support the establishment and development of a Brazilian Biodiversity Fund that would administer a

long-term glants program to promote consewation and sustainable use of biodiversity.

Foundation for Eastern Carpathian Biodiversiq' Consen'ation @oland, Slovakia. tlkraine)

Establish a three-countrl mechanism through the developmenl of an international tmst for biodiversity
protection whose income would be used to protect the biodiversiq'of this lransboundary area.

2, *ST.4ND.ALONE" FUNDS

BHUTAN TRusr Fuxu roR Exr'rnoxlreNr.rl CoxssRvATloN

1 - Assist government of Bhutan in consen'ing its forestry and preserving rich biological diversity.

z . Test the feasibililv of trust funds as a mechanism for providing long-term and sustainable support for

conservation of biological diversity

Mexican Nature Conservation Fund (FMCN)

1 . Protect umque biodiversig' in eligible biosphere and special biosphere reserves

2 . Strengthen protected areas management at the reserve level

3 . Promote local participation. including indigenous communities. in the implementation of protected

areas operating and management plans
4. Ensure long-term recurenl cost financing for core protection and consen'ation activities

PROFONANPE' Psntr

1 . Provide a long-term and predictable sources of funding for the protection of Peru's biodiversity through

the establishment of a trust fund. the income of which would be used for financing the management of
priority protected areas

2 . Improve the Natural Resource Institute's (INRENA's) capacig to protect and manage Peru's protected

areas

3 . Provide the country with a reliable institutional mechanism to channel debt donations for sustainable

development and conservation through bilateral and commercial debt-for-nanue swap agreements

4:' Test the viability of trust funds-as mechanisms for providing long term and sustainable funding for
' biodiversity conservation

Mcanrxc.q,-Bwrnol Itupnnptnnnt EFoREST ConspnvltloN TRUsr (MBII'CT), Uc.lxna
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Support biodiversilv consen'ation in the BINP and MGNP both directly, by providing incremental zupport for
park management and related research activities. and indirectly, by funding grants to help local communirJ*

goups develop economic activities rvhich n'ill provide alternative means of meeting needs which were

traditionallr met bv han'esting forest resources.

22. Beyond their specific objectives, the evaluation team noted a number of significant

accomplishments achieved by these GEF-supported conservation trust funds and the others

included in the study:

o National, permanent civil sociey, institutions focused on biodiversity have been created and

gained credibility, bridging the public and private sectors (most funds).

o There has been broad participation of stakeholders in the design and operations of trust

funds, and they demonstrate strong "ownership" of the funds (most funds). However,

continuing to get this input on a systematic basis will require work.

o A nccessful ntodel for asset managemenl characterized by good returns on investments.

transparency and inte-erity is used by most funds.

. tr:ery highly qualified people have been attracted to lead trust funds (boards and staff). The

excellent reputations of board members, from all sectors, have strengthened a generally

positive public image of most trust funds,

o Additionalfinancial resources have been directed to biodiversity conservation activities.

Funding has come from contributions to endowment or sinking funds (especially in Bhutan

and Peru), complementary project financing, and in some cases through additional government

funding (Mexico).

o New national parks have been created and park systems expanded. The reliability of financing

from trust funds has encouraged even budget-strapped governments to authorize new

protected areas (one new park in Ukraine, creation/expansion of park system in Jamaica).

c A basic sense of "resource security" has begun to be felt by managers in some important

protected areas. This allows them to focus on broader conservation issues (and additional

sources of support) beyond just trying to meet basic staffand operating costs. It also leads to
greater staffcontinuity, an important ingredient to building relationships with stakeholders

essential to participative management. (Mexico, Jamaica, Uganda).

o Trust funds have established effective, fficient and transparent mechanismsfor transferring
, tesources tofield aetivitieq.and have encouraged new management regimes (NGO

'partnerships) in protected areas (Mexico, Bolivia, Jamaic4 Belize).

I Trust funds have helped government agencies and NGOs improve their abitity to carry out

. r field activities and get projectfunding. (Mexico, Jamaica, Uganda).
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o Scientrficwork has been carried out, including resource inventories, zoning and mapping, that

help measure changes in biodiversity (Uganda,Brazl, Mexico, Eastern Carpathians).

. Neu, NGOs have been established and the roles of existing NGOs expanded. The ftlnding
opportunities provided by the Bhutan fund stimulated the creation and expansion of that
country's first two NGOs. EFJ is the main source of project funding for most young

environmental NGOs in Jamaica.

. Certain types of biodiversity prajects have had access to grant funding for the first time. This
is especially true for projects which tend to fall between sectoral cracks or are new areas of
endeavor. In Brazil, FIINBIO has funded agro-biodiversity projects which the agriculture and

envir.onment ministries saw as beyond their responsibility, and has helped find funding for
medicinal plant projects which the ministry of health would not fund.

. Environmental education activities have been financed. In Jamaicq where conservation
awareness was low, this has almost certainly had a cumulative positive impact on community
involvement as reflected in the growing number of smallNGOs which now embrace

environment among their objectives.

23. In addition, the team observed a few initial examples of how conservation trust funds have

had upstream impact on policy or institutional operations.

o FMCN/FANP (Mexico) participates in the review of protected area annual operating plans.

Along with the Mexican park service, it receives and assesses field reports and makes
recommendations for improvements. lt is using its financial role to advocate for more
pafticipatory park management. FMCN also helped finance and participated in a process that
resulted in the identification of the priority areas for biodiversity conservation in Mexico.
Funds in Guatemala and Bolivia have participated in nationalbiodiversity strategy
development.

o Although FUNBIO in Brazil is a relatively new institution, some of its institutionql
procedures are already being replicated. A government fund uses elements of FUNBIO's
grant review process. NGO board members are trying to replicate the rigorous and efficient
system of operations established by the FUNBIO board,

24. These accomplishments are reasonably impressive, especially for new organizations. But is

this enough? At what cost were they achieved? Approximately $56 million has been committed
by the GEF to the six trust funds with implementation experience, although $10 million of this
amount (in Brazil) has not yet been disbursed. That said, at least this amount is actually still
available in endowments or sinking funds in these six institutions from the GEF grants, as are

additional contributions (some,$33 million to those six funds) made by other donors.

25. Comparisons of the suoceis of conservation trust funds with other GEF projects were
beyond the scope of this evaluation. The cost-efEciency of donor investments in conservation
trust funds is particularly difficult to measure because the streamrof benefits from trust fund
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investments goes on for long periods. or in the case of endowments, potentially forever.
However, the evaluation team found that the sample of GEF trust funds projects has performed at
least as well as the overall GEF biodiversity portfolio, as summarized in the 1997 Project
Implementation Revirv'

26. It is clear. nevertheless. that very little can be said about the impact funds are having on
actual conservation or sustainable use of biodiversity on the ground. Clear definition in project
design of the problems addressed would have been helpful. Also, measuring the biodiversity
impact of any program is difficult primarily because indicators of biodiversity status are hard to
measure and typically change very gradually over long periods of time. Finally, it is very hard to
attribute biodiversity impacts to a particular activity in many cases, so the impact of a fund's
programs may not be distinguishable from the impact of others. So far, with the exception of
FMCN in Mexico, addressing the issue of biodiversity impact has not been a priority for the funds
examined, Most have not defined specific biodiversity impact objectives, indicators, or
monitoring and evaluation systems.

?7. In general, even the resources of well-endowed conservation trust funds are small relative
to the broad challenges of biodiversity conservation. "Parks" funds typically do not have enough
resources to fully address the management and conservation problems of the protected areas on
which they focus. The national "parks" funds examined are, at best, able to reach only a small
portion of their countries' protected areas u'ith significant biodiversity resources. And while
ensuring that a basic level of staffand operating costs are provided annually is important, it is not
enough to guarantee long-term conservation.

28. For "parks" funds to have signfficant impact, their resources must be re-earded as catalytic,
not just a reliable, continuing source of funding for recurrent costs. Their support needs to be
framed within the broader management plans for the protected area or syster[ and needs to
actively seek to bring other resources to bear on conservation activities. Most of the "parks"
funds included in the evaluation have not yet reached this point. In fact some, such as

PROFONANPE in Peru, have been deliberately discouraged by the goverrrment from looking at
how their funding relates to and supports the broader management and operating plans of the
parks it supports.

29. The biodiversity impact of "grants" funds appears to be a function of the fund's focus on a
specific set of problems or program area$ All of the "grants" funds studied have very modest
resources compared to the huge challenges that they might address. Most were overwhelmed by
responses to initial requests for proposals, and have gone through a sequence ofevents leading to
a greater focus of their limited resources on one or more program "niches." This process
occurred after four years of dFJ operations and one funding cycle in Brazil, and began in the
sgcond year of FMCN's grant program in Mexico. Program focus has not yet occurred in Bhutan
and is still quite broad in the Philippines. As mentioned above,.even "grants" funds that have
tightened program focus still.have not defined indicators for conservation impact, although several

are beginning to employ the logical framework methodology.

30: The evaluation also found that the biodiversity impact of conservation trust funds is closely
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correlated with the ffiettve dernmdfar resorrces. Theoporational capacity ofNGOs,
busirrerses, aead:ernic uid goverament institutions is limited iR.all countries studied. Te achieve

iopact, most o'grants" funds need to adopt (a) a long-r26g6 $rate$/ ofbuildingthe capaoity of
user groups tbrough small grurts and teehnical supporq (b) a more irnnrediate strategy of
providing ftwer grarfis, to institutisns already relatively stron& or (e) a combination of the trro

_ approashes. The long-tenn stmtosr requires that instittrtion building a*ivities load to a defined

biodiversity impact.

..i
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B. Consenation Trust Funds Are More than Financial Mechanisms

3 1. Conservation trust funds were initially established in the late 1980s when relatively large

amounts of money became available through debt swaps. They were seen as innovative financial

mechanisms to absorb these "lumps" of capital. invest and manage the resources wisely, and

disburse appropriate amounts to cover recurrent costs of national parks or small grants to NGOs.
The design focus was primarily on establishing the necessary financial and legal mechanisms and

asset management systems, and ensuring adequate flows of resources to cover administration and

program activities.

32. It was generally assumed that other issues were secondary or would need less attention: (a)

funds would follow national strategic and policy directives. (b) necessary governance structures
could be established, (c) effective demand for grants would exist and grant-making procedures

could be easily established; and (d) highly skilled personnel could be attracted to the board and

staffof the trust fund.

33. The evaluation team found that the financial management aspects of GEF trust funds have

been almost universally successful. Asset mangers are achieving investment results above their
benchmarks, and revenues are being efficiently passed along in small amounts. However, the

drperience of the past decade has clearly demonstrated that trust funds have also needed to focus

thdir attention on the other ingredients noted above.

34. National environment or biodiversity strategies, or master protected area management

plans, did not exist in many countries (Mexico, Jamaica, Peru, Bolivia, Brazil) and trust funds had
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to establish their own strategic priorities and interact regularly with government and other

organizations to help focus their programs.

35. Some of the boards established for the early conservation trust funds were constructed

more to allocate resources among various stakeholders than to govern independent institutions.

As a consequence, they did not have the membership needed for this broader role. In all countries,

governments had little experience working with independent institutions such as trust funds.

Most trust funds were governed by representatives from several sectors of society (the NGO

community, the private business sector, goverrunent and academia) in a completely new

arrangement. Governance demanded a good deal of time and creativity from all concerned parties.

the board, the executive secretariat, and the donors.

36 Many funds found that effective demand for their grants did not meet expectations "Parks"

funds initially had to work with government administrative procedures that were not appropriate

for field activities involving a large number of small, difficult-to-invoice purchases. The number

ofNGOs that could prepare and manage good project proposals was limited (Jamaica" Bhutaq
Mexico), and trust funds often had to provide or arange for technical support to potential grant

recipients. Establishing efficient grant application and review procedures did not come easily.

Several funds (Jamaica Brazil. Mexico. Uganda, Philippines) were initially overwhelmed with
poorly written proposals. Transparent procedures to review and approve grants were not

commonly available for simple replication and needed to be established. An overlay of donor

requirements regarding procedures also complicated the project selection process.

37. Many funds were not adequately staffed to carry out their many functions. Typical staffs

were largely administrative and financial personnel. Most funds found they also needed technical

capacity to establish a program strategy, direct project selection, monitoring and evaluation, and

have a voice in national policy. Staffalso needed knowledge and skills related to working with a
multisectoral board, fundraising, and communications.

38. In summary, trust funds set up primarily as financial channels tended to be inadequate to

respond to the range of challenges they encountered. Trust funds are complex institutions that

must carry out a variety of functions simultaneously. They must function as self-governing
institutions, as grant-making organizations, and as participants in the conservation policy arena.

In addition, conseryation trust funds have often had to strenglhen the capacity of recipient

organizations. To succeed. conservation trust funds need to be more than just financial

mechanisms.
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C GEF Program Linkages and Meeting GEF Crtteria

39. This section presents the findings and conclusions of the evaluation team on three areas

related to GEF financing and support for conservation trust funds; (a) how well trust funds fit
with the special nature and criteria of the GEF, (b) how trust funds relate to other GEF-financed

activities; and (c) implementing agencv oversight and supervision of trust fund projects.

GEF Cnrrerua

40. GEF has defined a number of specific criteria which projects must meet to be eligible for
financing. GEF projects, by definition support the agreed incremental costs of projects designed

to have global environmental benefits in one of four focal areas, in this case conservation and

sustainable use of biological diversity. GEF has described ten operational prog'ams within which

its projects must generally fit. In addition" GEF emphasizes that its projects must be country-

driven and reflect broad public involvement and participation. As a new financial mechanism

with limited resources relative to the problems it addresses, GEF places a premium on projects

which are innovative and ideally leverage substantial additional resources for global

environmental objectives as a result of GEF support.

l6



F
I dllI 

"l

41. Of the 13 trust funds studied for this evaluation, seven have received GEF support (in Bhutan,

Brazil, Eastern Carpathians, Mexico, Peru. South Africa and Uganda). Implementation of all of
these projects appears to be generally consistent with GEF's objectives and criteria. However.
except in South Africa, these projects \\'ere approved during GEF's Pilot Phase, before the full
elaboration of operational programs and current policies and procedures, especially with respect

to defining global environmental benefits and incremental costs. Therefore, it is not appropriate

to evaluate them against these standards. Nevertheless, implementation of these projects, and the

activities supported by them and other conservation trust funds, provide insights into how well

GEF's current eligibility criteria might be applied to similar funds in the future.

42. With respect to achieving global erruironmental benefits, "parks" funds which aim directly to
support specific protected areas or protected area systems easily meet this standard as long as the

global significance of biodiversity is a selection criterion for the areas which the fund supports

rvith GEF resources. The GEF projects u'hich capitalize "parks" funds--Eastern Carpathians,

Mexico. Peru, South Africa, Bhutan Uganda-,all meet this test. One potential issue with funds of
this type regards support for projects u'hich respond to community initiatives in and around

protected areas. As the team obsen'ed in Uganda, community priorities are not always clearly for
those activities which produce global environmental benefits directly. Therefore, there may be

some tension in the short term between local and global priorities when funds are responsive to
stakeholder input.

43. For "grants" funds, meeting the global benefits criterion is more challenging, and requires that

the types of activities for which grants are made, or the geographic areas in which they will be

carried out, are determined to be of *elobal significance in terms of biodiversity. This is clearly
possible. FUNBIO in Brazil. the only "srants" fund in the current GEF portfolio of trust fund
projects, has defined five categories for its grants, all of which are consistent with priorities
identified in the Convention on Biological Diversity, including sustainable use and

agrobiodiversity. In additiorU FMCN in Mexico, using non-GEF resources, operates a major

_qrants program which is focused on areas determined to be of high priority for biodiversity
conservation. The Foundation for the Philippine Environment also focuses grants in priority
conservation areas.

44 Lsimple, common-sense approachto incremental cosls can also be applied relatively easily to

activities supported by "parks" funds. This would require that trust fund contributions be

additional to, and not substitute for, resources that others (including the government) have

already been providing for the mana*eement of globally significant protected areas. That this can

be done is demonstrated by experience in Mexico, where the government is financing five core

staffand an increasing share of basic operating costs of the ten protected areas receiving

assistance from FMCN/TANP, supported by GEF. Experience to date in Peru and Uganda is not

as clear, however. There is some evidence that PROFONANPE resources in Peru are financing

activities previously supported by government and others in some protected areas. In Uganda,

resources generated by MBIFCT are actually less than the amount of visitor fees generated by the
'two parks where its activities are focused. All of these fees are tieated as general revenue by the
parastatal wildlife agency. Only a very timited amount finds its way back into budgets for park

t7



management and surrounding communit-v development in Mgahinga and Bwindi parks. As with

the global environmental benefits criterion, incremental costs are likely to be more difficult to

define for activities supported by "grants" funds.

45. Ideally, these basic GEF criteria relating to global significance of biodiversity and assessment

of incremental costs would be satisfied in advance for the entire program of activities to be

financed by a GEF-supported conservation trust fund as part of the project design. The fund's

operational manual (objectives and eligibility and selection criteria) should reflect the focus on

globally significant biodiversity and projects in which the GEF resources were matched by local or

national contributions in cash or in kind. If this could not be done, and if either of these tests

would have to be applied for individual fund-supported activities, then simple, straightfonvard and

understandable procedures would be essential. The trust fund would also require resources

beyond GEF contributions to finance complementary and/or "baseline" activities not eligible for
GEF financing.

46. All of the conservation trust funds studied are very much country4riven. The governance

structures of trust funds reinforce country ownership in a way that traditional project

implementation arrangements often do not. Similarly, trust funds have generally been very 
-eood

vehicles for advocating for greater stakeholder involvement and participation. In two Latin

American countries where the GEF has supported "parks" funds, these funds have been effective

in encouraging government agencies to consult more actively and widely with community groups

and others with a stake in the management of protected areas, often in the face of government

reluctance. While in both cases improvements are still possible, significant if gradual progress is

being made and. in the process, government attitudes more generally may be changing.

47. While some of the conservation trust funds studied have a focus on one or a few specific

protected areas that would fit one of GEF's four biodiversity operational programs, most support

activities in many ecosystems. Examples include several "parks" funds that support park syslems

whose individual protected areas include mountairL forest, and wetland ecosystems; and "grants"

funds that have chosen thematic niches such as agro-biodiversity or medicinal plants, that

encompass many ecosystems. Therefore, strict application of a policy that GEF projects must fit
only one operational program, rather than the entire biodiversiry operational strategy, would

distort the country-driven project selection process and add another layer to already complex

program administration, and therefore not be appropriate for trust fund projects.

48. The evaluation found that conservation trust funds are mechanisms that are potentially

innovative and flexible, able to respond to local conditions with agility. However, as noted in the

program management section (ItL F), in practice much of this potential is not yet being realized,

as trust funds struggle under the burden of complex administrative and accounting procedures,

some of them imposed by the GEF implementing agencies and other donors. The funds studied

for this evaluation, particularly in Bhutaq Peru and Ugand4 have done very well at attracting
additionalfimding for biodi.versity conservation as a direct result of GEF support, even if,much

bf it has not gone into permanent endowments. In fact, the evaluation team has documented an

additional $33 million in resources that have been mobilized beyond the $46 million in GEF
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disbursements to date to six funds (excluding South Africa, which has just begun implementation).

Ln{KAGES To OTHER GEF ACNVTTNS

49. Most GEF conservation trust fund projec-ts to date have been implemented through the World

Bank, although LINDP played an important role in the design of the Bhutan trust fund; a UNDP
project helped estabtish another conservation trust fund, and UNDP has several new trust fund

projeas under design. UNDP's GEF Coordination Unit was instrumental in forming the

Interagency Planning Group on Environmental Funds in 1993 and has provided leadership and

services to this group since that time. The IPG is a broad-based group representing multilaterals,

bilaterals, foundations, and NGOs which (a) promotes communication irmong environmental

funds and donors and (b) sponsors capacity-building activities for funds. GEF resources from

both UNDP and the World Bank have supported IPG activities.

50. In general, GEF-supported conservation trust funds appear to have only limited linkages to

other GEF programs or enabling activities in their countries. Sometimes they are the only regular

GEF biodiversity project in implementation. Knowledge of the funds by GEF national focal

points and in-country UNDP offices varies considerably. In one Latin American country, TINDP

has recently had a number of productive contacts with the GEF-supported fund, while in another

the localUNDP office seemed basically unacquainted with the fund even though it was

considering new GEF projects in the same area in which the fund was working. In Poland and

Ukraine, the Eastern Carpathians fund was basically ignored by the GEF implementing agencies

from birth.

51. An exception to this general picture is a frequent linkage observed between trust funds and the

GEF Small Grants Programme. In at least four of the funds studied--in Mexico, Belize,
Guatemala and the Philippines--there are on-going relationships. They include SGP-funded

activities carried out in conjunction with protected area management activities supported by the

trust fund, and coordinated support andl/or co-financing to cornmunity organizations and NGOs
from both SGP and the fund. There is a formal agreement between the Foundation for the

Philippine Environment and the Small Grants Programme whereby the SGP screens and selects

projects for FPE funding. PACT in Belize and MBIFCT in Uganda are represented on SGP

national steering committees. Conservation trust funds are also increasingly involved in

discussions with organizations interested in submitting medium-sized grant proposals for GEF

consideration. These proposals often complement or build on fund-supported activities.

IMPLE}yENIDTG AGENCY OVSRSICTTT AND SUPERVISION

52. The approach of the implementing agency to monitoring, overseeing and supervising

conservation trust funds has a significant effect on a fund's success. Task.managers cannot be

expected to be trust fund specialists. Furthermore, trust fund plojects are complex and involve
many different elements, and no one task manager is likely to be able to backstop them adequately

hlone. Therefore, those who bring in specialized expertise in supervision in a context of mutual
conrmitment by the fund and the donor to build expertise andfind solutions have been more
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successful. Supervision which the fund finds facilitative and supportive of the achievement of
program objectives. which helps the fund operate flexibly but responsibly as an independent

organization, and which reinforces the leadership and accountability role of its governing body,

brings positive results. Examples of this approach are illustrated in Box 4 below. Indeed,
"supervision" missions have sometimes been a primary source of guidance on important issues

confronting a fund, such as asset management or fundraising. On the other hand, an approach in

which task managers involve themselves in the details of accounting, compliance with
implementing agency procurement procedures, and routine reporting--which was also reported to
the evaluation team in some cases--has been less productive.

53. The evaluation team concluded that, in most cases, if trust funds are given adequate

organizational support, a supervision period of five years is likely to be enough to assure that a

functioning governance system is in place, that several grant cycles have been completed, and that

the fund is able to continue to manage its program and finances adequately on its own. Devoting
more explicit attention and resources to institutional strengthening of GEF-supported funds than

has been provided to date would increase the chances that this supervision period would be

sufficient.

54. Several of the funds visited expressed a desire to maintain a continuirig partnership relation

with the implementing agency beyond the "official" supervision period, focused on sharing of
..experience and lessons learned. There would also be value for the GEF in establishing an ongoing
monitoring relationship with conservation trust funds, since the time required to document

biodiversity conservation impacts generally exceeds the normal supervision period.

20

The tasks involved in managing a trust fund are varied and complex, and usually at least some are

outside the scope of the task manager's own expertise. Several World Bank task managers have

responded to this challenge by using the supervision process to bring in experts from a variety of
disciplines to assist the trust fund. Examples:

r Luis Constantino, task manager for the Mexico Natural Protected Areas Fund. included
consultants experienced in fundraising and ecotourism in the first supervision missior\ and

experts on mining and fisheries for the second mission. These consultants helped the fund
analyze the potential costs, benefits, feasibility, and probable outcomes of activities under
consideration. ln some cases, they suggested modifications to projects or different types of
projects better suited to achieve similar objectives. The fund considered their reports and

briefings very valuable to its decision making process.

o Agi Kiss, task manager for the Mgahinga-Bwindi Impenetrable Forest Conservation Trust
in Uganda, brought in a financial management expert from WWF-US who had been involved '

in the design of the Bhutan fund. to assist MBIFCT develop its asset management guidelines

and supervision procedures. The same expert joined the midterm review team, and during
a workshop on asset for members of the MBIFCT board.



D. Strategic and National Context

Dzuvnic FoRcgs

55. The international conservation community, particularly NGOs, have been strong advocates

of trust funds. But national governments, local conservation leaders, and donors have also

proposed and helped set up trust funds. In Bhutan, a government official initiated the idea of a

fund (using the Philippines as a model), and quickly received support from a leading NGO and

LINDP. The Bolivian government invited an international NGO to assist in establishing a fund. In
Brazrl. the availability of GEF funds encouraged goverrlment and the national NGO community to
work together to establish a fund. Donors have played a key role in ensuring that trust funds

received initial capital through direct provision of resources (GEF, several European donors.

USAID) and by negotiating national goverrlment contributions linked to debt reduction (US

Treasury Department. GTZ). Local NGO and government officials, as well as business leaders.

participate in trust funds as board members. In some countries (Jamaica, Brazil, Mexico),
representatives of the academic community are also included.

56. The key supporters of "parks" funds include government and NGOs closely involved in

elements of the protected area system (e.g., park management, programs in buffer zcnes). The

critics of "parks;' funds tend to be NGOs and other groups associated with protected ireas not

benefiting. An example is the Jamaica National Parks Trust, whose only NGO board members

represent organizations managing two existing national parks. Several NGOs with plans to

manage new national parks hope to establish new, park-specific trust funds rather than be

minority members of the JNPT board.

57. The main supporters of "grants" funds are the potential users. Often a "grants" fund is the
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only flexible source of funds accessible to local and national NGOs, over which they can exert

policy and management influence. The team observed two cases in which govemment views a

"grants" fund as "the NGO fund" and tends not to play an active role. Critics also include NGOs

not benefiting from the fund, and environmentalists who would prefer to see resources

concentrated to achieve impact on a priority problem.

58. The business sector has played an active role in many trust funds, mostly in governance and as

a source of expertise for financial management. Most funds have had no trouble in recruiting

business leaders and representatives of business organizations (Chamber of Commerce, national

business council, tourism industry association) to their boards. These representatives have played

effective leadership roles on board investment committees. Except in Guatemal4 they have been

less effective in establishing fundraising strategies and in raising funds among their colleagues.

59. ln two cases. this basic business sector role was amplified. In Belize, the tourism industry

association was an initial supporter of establishing a new trust fund and currently serves on the

board, although there was a period when its support was withdrawn over the issue of the level of
the tourist rax. FUNBIO was established in Brazil with an explicit objective of encouraging

participation of the business sector in biodiversity conservation. Four board seats (of I8) are set

aside for business representatives. The board chairman is a highly respected banker. The first call

for proposals encouraged projects which demonstrated a partnership between the business sector

and government. an NGO. or an academic institution. Much of the business sector (including

larger enterprises which FLiNBIO hopes to target) has, however, found FI-JNBIO grants too small

and the FI-INBIO bureaucracy too heavy to warrant their interest. FUNBIO is now designing a

new partnership program to attract this target group.

60. Trust funds proposed in several countries in the late 1980s were seen primarily as financial

mechanisms to channel proceeds from innovative fundraising strategies such as debt-for-nature

swaps into protected areas. In the period leading up to the LIN Conference on Environment and

Development, trust funds were proposed as means to provide resources for the implementation of
national environmental plans and Agenda 21. Most of the conservation trust funds reviewed in the

evaluation were established as integral pafts of broader strategies. Examples of these linkages

include:

r The Bhutan fund is virtually synon,ymous with that country's national environmental strategy,

having financed many of the key components.

o t'Qlrlgf{ (Bolivia) provided both intellectual leadership and financial support to a
consultative process for a national environmental strategy -- although the strategy was not

adopted by the government succeeding the one that created the fund.

o Jamaica's national parks trust fund was designed as an element of a broad USAID project that

supported a national protected areas strategy and strengthening the cbnservation NGO
community

o The Belize fund was conceived as a financial mechanism to provide reculrent costs of a
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national protected areas systern, and retains that objective among others -- all consistent with
national environmental priorities -- developed during design.

o FUNBIO in Brazil was funded by GEF through the same project which supported the
development of a national biodiversity strategy, although the synergy between the two
components has not been as great as expected.

6l. There are some differences between "parks" funds and "gtants" funds in linkages to national

strategies. Since the government owns the land where "parks" funds operate, it is essential that
the fund work cooperatively with government and support a national stratery when it exists.

Advantages include increased legitimacy, complementary funding from government budgets, and

sometimqs support in fundraising. Working within such a national stratery also provides
opportunities for trust funds to have upstream impact. In Mexico, for example, FMCN
participates in the review of protected area annual operating plans, and has worked with the park
agency to develop a more participatory mode of park management, adopted in the entire national
system.

62. Experience in Peru demonstrates, however, that park fund operations can be affected

adversely by government officials unwilling to allow the fund to play a meaningful role in broader
management issues, and by the absence of a strategic framework for protected area management.

The Eastern Calpathians fund has also been disadvantaged by the failure of one of the three
govemments to pafticipate actively.

63. "Grants" funds are typically less directly tied to national strategies. However, some "grants"
funds find it beneficial to focus on one or more elements ofa national strategy, as they define
"niches" in which they can maximize impact. In Mexico, a governmentled prioritization process,

which FMCN helped finance, has enabled the fund to focus its grants on priority areas for
biodiversity conservation. [n Brazil, FLINBIO hopes to take the lead in linking the business sector
to a new national biodiversity strategy. [n Jamaica, EFJ plans to concentrate its environment
resources on conservation "hot spots."

64. The "grants" funds studied include high-ranking government officials on their boards and

generally, the activities they support fall within the range of whatever national strategy has been

adopted. However, most national strategies are quite broadly written; a conservation trust fund
with a coherent strategy outside such objectives would be difficult to imagine.

FnqnNcw- Colrrnrelrrr oN To B I optvERsiry CoN SERVATIoN

64. Most trust funds were established with the intention to leverage additional funds for
conservation. [n most countries studied, NGOs and businesses had no access to national sources

of grants for environmental activities prior to establishment of a trust fund. So, for private sector

conservation activities, trust funds represent a significant new source of funding, at a level that
almost certainly exceeds $ l0 million per year on a global basis.
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Countn' GEF $

Jamaica JNPT 0

Jamaica EFJ 0

Belize PACT 0

E. Carpathians $300.000

Uganda MBtrCT $4.3 million

Peru PROFONANPE $5.2 million

Brazil FUNBIO $10 million disbursed

Mexico $16.5 million

Bhutan '$10 million

South Africa $5 million

TOTAL $61.3 million

$10 miltion more commined second tranche

Other $ (sources)

-

$437.000 (USAID. debt su'aps).

$9.2 million (US Enterprise for the

Americas)

$500.000/year (tourist tax)

$ 3 00.000 (MacArthur Foundation)

$4 million (USAID. Dutch bilateral)

$17 million (debt reductions and direct
bilateral assistance, $500.00 in endowment

capital from Canada. Finland. Netherlands)

FLINBIO must raise $5 million to "trigger"

FMCN has commifted to raise $5 million for
endowment: park funding requires

government to expend certain basic amounts

to quali! for trust fund funding

$11.4 million

none to date (iust starting)

$52.5 million

65. Most initial "parks" fund designs anticipated that the funds would eventually raise enough

capital to assure the basic financial viability of a national park system or selected key components.

The design process in many cases provided an opporh.tnity for a full discussion of the issue of
financial sustainability for protected areas and sustainable development priorities -- including

issues such as capturing user fees for management activities, revisions in tax policies to allow for

the collection of special taxes and to provide incentives for personal and corporate contributions

to nonprofit conservation organizations; goverrrment support to fundraising efforts, particularly by

facilitating support from international donors; and policies for "graduating" certain areas from full

trust fund support to a mix of fees, appropriations, and other sources. With the exception of
Mexico, these kinds of far-reaohing discussions were rarely held. However, in two cases (Bhutan

and Brazil), GEF contributions were set up to encourage the establishment of enabling policies or

the generation of additionalfirnding, by disbursing in tranches, with the second disbursement

dependent upon the achievement of benchmarks. 
.
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66. To date. the GEF has committed $61 million to conservation trust funds (and disbursed $46

million to the six with operating experience). These six established funds have raised 
-or 

secured

commirments for an additional $33 million that flows through the trust fund budget. Most trust

fund-supported projects also include a cash or in-kind contribution from the recipient. Some trust

funds, notably the Foundation for the Philippine Environment, have formed partnerships with
other funding organizations in an effort to increase the flow of funding to conservation. The team

was not able to document the specific total amounts of additional funding leveraged by these

means, but estimates that trust fund disbursements in total are increased in value by at least 50

percent by other contributions.

67. Government contributions to glants funds have been provided in different forms. Mexico

agreed during preparation of the original FMCN project to provide $10 million to the fund over a

period of years, with $t million given the first year. Belize allocates funds from its tourist tax to

PACT. Other goverrrments have not contributed funding except through payments linked to debt

reduction agreements, which channel an obligation that the government formerly owed to a bank

or foreign government to the conservation fund.

68. The record is mixed on whether -qovernment contributions to biodiversity conservation and

protected areas systems have increased or decreased since the establishment of funds. In most

countries, governments provide some budget resources to national parks. In Mexico the

government shares financing of the operating costs of 10 parks with the trust fund based on a

formula established during project design assuring that the baseline does not diminish. The Peru

fund finances some budget items previously paid by government, while the government has

increased spending on other park-related costs. In Jamaica" the trust fund has financed most costs

for the country's first two parks. The government has not met its commitment to provide annual

contributions to the endowment, but it has provided some operating costs of two parks. In

Uganda, biodiversity funding has recently increased, but mostly due to the large number of GEF

and other external donor projects.

Ln{KAGES TO OTHER GEF ACTTVTMS

70. The majority of GEF trust funds have been "stand-alone" projects. Exceptions are (a)

Brazil, where the trust fund is one of two components; and (b) the Eastern Carpathians, where all

three countries had larger biodiversity projects (the trust fund was administratively a component

of the Slovakia project). In the latter case, the trust fund was designed with clear linkages to

other GEF activities. The GEF Slovak Republic Biodiversity Project finances management

acrivities in the Slovak portion of the Biosphere Reserye, and the project coordinator served as

president of the trust fund. The Ukraine project also supports the Ukrainian portion of the

reserve.

7l. In most countries, the GEF-supported trust fund is the only fund of its nature. In Peru and

Uganda, there are government National Environment Funds that exist on paper, but do not have

capital. In Mexico and Brazil, a national biodiversity council manages a small, non-endowed grant

fund. CONABIO in Mexico finances biodiversity research and pilot projects. In Brazil,

itnOgIO's GEF-supported small grants fund may also finance biodiversity pilot projects. In
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theory, both of these funds could ffnance some of the same activities a$ thp tnrst funds. In
practice, dernand far oroeods supply, and informal coordination betuteen the funds has avoided

any competition or confirsion. In Brazil, several go-vemment-man4ged project funds provide
grants to state and local entities, including NGOs and conmunity-based organizations, but they

do nst invest and rnanEgB eapital as endswrnent or sinking funds.

72. furother example of,cooperation between nro funds is the Foundation for the Philippine
Environrnent and theFoundation for Sustainable Society's formal memorandum ofunderstanding
eneouraging co-,financing and infonnation exohange.

I
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The Governance of Conservation Trust Funds

73. Building a strong, influential, cohesive board of directors that is representative of a
conservation trust fund's diverse constituencies, that can serve as an influential voice for
biodiversity conservation, and that can provide strong, sound direction and oversight for the fund

is perhaps the single most important element in a trust fund's long-term viability and success. For
this reason, the evaluation team examined closely how trust funds are governed. and how their
governing systems have worked in practice.

74. Conservation trust funds are typically governed by boards of directors or a group of
trustees, depending on their legal basis. Even in the few that have general assemblies or other

broader bodies (e.g., Mexico, Guatemala, Jamaica EFJ), the boards are the principal decision-

making bodies. These boards vary in size, between relatively large ones in Mexico, Brazil, and

the Eastern Carpathians (14-18 members) to smaller ones (5-9 members) in Bhutan, Peru,

Uganda, Guatemal4 Belize, South Africa and JNPT and EFJ.

75. Who is involved in the governance of trust funds? Except for the funds in Bhutan and

Bolivia, which are government organizations, the funds studied are private institutions and have

governing bodies with memberS from the public and private sectors. Eveh the government funds

have taken, or are planning to take, steps to bring non-governmental groups into their governing

structures: FONAMA's administrative committees (which oversee its various "windows") include

NGOs, and the Bhutan fund board will include business and national NGO members by 2001. Of
the funds evaluated, only FCG in Guatemala has no government rdpresentatives on its governing

28



body ( administrative committee).

76 Government members of boards represent specific positions, e.g., the rnirrirt., of
environment, director of the protected areas system. Even though they are private organizations,

two of the "parks" funds evaluated (Peru, Uganda) require that the board president be one of the

government representatives, although the government does not make up a majority of the board

membership. Government officials formally name all fund board members in Belize, EFJ and

Peru. ln Mexico and Brazil, however. government representation is limited to one or two
members of relatively large boards. ln South Africa, the trustees of the Table Mountain Fund

include government representatives although they serve in their individual capacity.

77. Non-governmental members sometimes formally represent NGOs, business, academia or
other sectors (for example in Peru, EFJ and Uganda), and are often elected by their constituency

organizations. In other funds, however. board members are individuals serving in a personal

capacity. selected to reflect the needs of the fund and the diversity of its constituencies (e.g.,

Mexico, Brazil, JNPT and the Eastern Carpathians). Most of the funds studied also ;nclude at

least one representative of a donor agency, although not always with voting power.

78. In addition to -eoverning boards. the team observed a variety of other mechanisms used by

conservation trust funds to involve key actors and stakeholders. Board committees that focus on

specific aspects of a fund's program or management often include outside members. Several

funds. including those in Mexico, Uganda and Brazil, involve a number of people within the

conservation community in the review and evaluation of grant proposals The MBIFCT in

Uganda receives input from local steering and advisory committees that include broad
representation of communities and academic organizations with a stake in conservation and

protected area management. PROFONANPE in Peru has a technical committee which makes

input on its annual work plan. FMCN in Mexico has an "international committee," which serves

as a vehicle for exchange of information between the fund and internationalNGOs and donors,
and a source of support to the fund from these organizations.

79. The evaluation team found that for a conservation trust fund to realize its potential, it is
important that its board see itself as the directors of an independent organization with institutional
objectives, not just a forum for deciding how to divide the fund's resources. The team concluded

that boards made up of individuals reflecting the needs of the fund and the diversity of its
constituencies--but serving with a primary obligation to the fund itsell and not to the sectors they

represent--work better than boards u'hose members are elected to formally represent the interests

of the sectors or constituencies that nominate them. The latter can increase political influences

and decrease the board memlers' sense of ownership in the fund itselfl

80. A key attribute for successful boards is the integrity of its members.and the respect within
the community that comes from this. The team also found that,boards made up of members

drawn from diverse sectors (e.g,, Mexico, Brazil) are able to cover within the board menbership a

wider range of functions thah boards with limited sectoral expertise. This diversity of membership

is a key factor in establishing effective specialized committees that are linked directly to the fund's
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governing body. This has been especially important in the area of financial and administrative
oversight. Some funds have tried to put in place other mechanisms (e.g., technical committees) to
provide access to a broader range of expertise. While this has been important in relieving
pressures on otherwise very busy board members and in expanding the pool of talent on which the

funds can draw, the absence of formal linkages to the goi'erning structure has sometimes limited

their effectiveness. The active participation and leadership of prominent business people who

bring a private-sector management perspective has proven extremely important for the successful

operation of conservation trust funds.

8l Although trust funds are generally private organizations, the goverrlment remains a

significant actor in almost all of the funds examined by the team. This has been an important way
that trust funds have maintained linkages to public policies and programs. On the other hand,

several fiinds have been adversely affected by the nature of government participation in their
governing bodies. ln Peru, a fund originally intended to support both government and NGO
activities related to protected area management has been dominated by the goverrlment

membership on its board. Funding during PROFONANPE's first two years of operation has gone

almost entirely to activities carried out by the government agency headed by its board president.

In some cases, government representatives on trust fund boards have shown little interest in the

fund and their responsibilities as board members. or have changed frequently as different
individuals were assigned to the positions represented on the board.

82. The boards of several funds evaluated include formal representatives of non-governmental
groups. Even where this is not the case, at least the initial board membership was selected as a

result of broad consultative processes with a large number of stakeholders, often carried out
across the country or area of focus of the fund. Most funds also reach out beyond their boards of
directors to include others in technical committees or their project selection processes, Nowhere
did the evaluation team observe. however, a governing structure of a conservation trust fund
explicitly functioning as a forum for continuous discussion among various stakeholder groups as a

means of creating better understanding around issues related to biodiversity conservation and

sustainable use. Several of the funds sive an important emphasis in their programs to education

and awareness, and to involving community and other groups in conservation and management

activities, but there is little evidence of the funds' govening bodies themselves playing this role in

an active way, In fact. in those cases where boards do operate on a representative basis, in
general more affention by these board members is needed to providing feedback to, and receiving

input from, the constituencies they represent.

83. Because most of the funds studied are still relatively young, they have not yet experienced

transitions in leadership. Based on the experience of some other funds, this would appear to be an

area where continued attention is warranted. EFJ in Jamaica and MBIFCT in Uganda are

presently undergoing a change in their executive directors, and their experience will provide

insight in how transitions affecf'achievement of objectives, and interesting lessons for other trust

funds. Where transitions have'occurred in board leadership or in the executive management of the

funds included in the evaluation" they appear to have gone smoottrly. The exception was in Peru,

where a difficult transition bettveen executive directors set the fund back by at least ayeur.
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PROFON.ANPE also faces a maior- chansre in aimost all of the members of its board of directors

this vear.

84 One particularll, imponan: facrc: afiecring the abiiitr oiboarcis to ma}:e smooth transitions

is the planned frequenct' of rolation of {non-governmentalt members and the ways new members

are selected. Bringing neu' people onto boards at re-quiar intervals is an important wa-v- to build

awareness of and "ownership" in a fund. aswell asto get fresh perspectivesand ideasintothe
leadership of the organizatiorr However. care needs to be taken to provide continuity by

staggering terms. Based on the experience of the funds examined by the evaluation team, it
appears that boards which themselves nomindte new members based on the fund's needs and

criteria reflecting the diversitl of their constituencies are more able to weather membership

transitions than those whose nrembers are formalll' elected b1' specific organizations ')r networks

(and/or rvhose boards include manv government representatives r;*'hose tenure is not predictable),

Funds that have various commlttees rvith a role in so\/ernance issues are often able to draw on

these groups for candidates for board membership. as cornmittee members who are not on the

board have an opponunitl'to cievelop relationships u'ith the trust fund and demonstrate what thel'

can contribute.

85. Donor agencies irave seneralh plaved a helpful and facilitating role when represented on the

boards of consen'ation trust funds. Hou,ever. it is important that donor representatives have the

fund's interest foremost in mind rvhen sen'ing as a board member. The team observed a situation

in which a donor agenc\/'s ou'n interests in programs implemented through or associated with the

fund. and with beneficiaries oithe fund's programs. reportedly in{luenced its representative to
vote in a manner that was not necessariiv in the interests of the fund's long term mission and

ob.iectives. Periodic rotation oidonor representatives also would appear to be a good idea,

although ro date this has not orcurred in the funds observed. Finally. the extent to u'hich donors

exercise control orrer ke),decisions about ho'*'a fund's resources are used affectsthe ability of
boards to become true leadership bociies for their organizations.

86 The leadership and managemenr skills that boards and executive directors have brought to

conservation trust funds have varied greath'. It probabll,goes without saving. but the relationship

berween the board and staff, especiailv the executive director. is extremely important to the

effective functioning of a trusi iund. \\rhere a harmonious and synergistic relationship has been

present. the fund has excelled: u'here it has not. the fund has floundered. An ingredient that is

essential for this relationship rr.r worli u'ell is a clearll,-aliculated set of responsibilities for each

u,hich reflects a balancing of the leadership and management workload between the two. This

does not come easily, but it greatly helps define the skills needed by both the board and the

executive leadership of the fund. In this regard, the experience of the funds examined for this

evaluation indicates that manacement skills are more important for fund executive directors than

technical background in biodii'ersity conservation. That said. it has proven to be very important

for a fund to have technical people on its staff.

87. The funds with larger boards made up of individuals (rather than elected representatives) in

countries with diverse and robust economies, e.g., Mexico and Brazil, have tended to have within
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their board membership the skills and resources needed to oversee the complex variety of fund
activities and governance responsibilities. Funds with smaller boards and in countries where there
is less diversity of expertise to call on have had more difficulty in this area.

88. In several of the funds studied (EFJ, PROFONANPE, FONAMA's EAI fund) boards have
limited their focus to oversight of the 

-erant 
selection process, or in other respects have not fully

developed their policy or strategic planning roles. Most of the boards studied have yet to take, or
were just beginning to take, an active role in fundraising. Board development, focused on

building governing bodies that carry out the full extent of their roles and responsibilities, is a
capacity-building need expressed by several of the funds. However, there has been little in the way
of training or technical assistance provided to boards as paft of GEF or other support to
conservation trust funds, even though the explicit objectives of these projects were often to
support ihe establishment of the fund. This is an area in need of more attention in the future.
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F. Program Manngemcnt

SL'ruA,TEc;lc Fttctls

89 Generally,'. "parks" funds are berier equipped than "grants" funds to target pro-qram

activities on biodiversity consen'ation impacts. because they have a pre-defined geographic focus

and links to master plans for protected areas or protected area svstems. On the other hand.
"grants" funds are more likelv to finance innovation and catalvtic activities. and have the

advantase of reaching a more diverse constituenc),of recipients. "Grants" funds have in several

cases demonstrated an ability to selecr program "niches" in which to focus for biodiversity impact.

Mexico. Uganda, and Brazil provide examples.

90. Facrors that make it difficult fo; iunds to proactively seek out activities that help advance

their biodiversitv strategy include weaknesses in national strategies that leave the fund without

clearguiclance; under-staffing due to limits on overhead costs, resulting in lack of timeto support

the board in strategic planning or spend tirne in the field seeking out potential partners and

projects, reliance on a limited ''universe" of capable recipients that have their own priorities, and

the nature of their design (multi-stakeholder participation in governance and selection processes).

Participative processes often set the fund up for "dividing the pie" such that all stakeholders get a

piece, with consequent fragmentation of program emphasis.
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The Mex.ican Nature Consen'ation Fund has a broad mission-- "to consen'c Lhe biodrvcrsirr of Mexrco
and ensure tlte sustainabie use of natural resources tluough tlte pronrodon of srrategic actions and medrunr
to long-tenn financial suppon," Ctvil socretl organizations compele for grant ar,lards on an annua.l basis.
lvlth a singlc call for proposals issued eaclr April. The eroiution of ttus trust fund's strategic focus
througlt three funding o'cles provides an exanrple of hon a fund can refine it.s crirena and procedures ro
give its program colrerence and increase the chances ofachieving lmpact.

The first call for proposals ( 1996) brought in more tlnn lq'ice as maxJ proposals from research
instirutions as front NGOs and cornmunin groups. rvhom FMCN had expected ro be the pnmary projecr
implementers. To change this ba.lance. the second call focused on actirities that would produce results
front thc ficld. and looked for linliages to consen'ation priorities esiabhshed in a national process partiallr
funded b1 FMCN and led bv thc n-ational Councii for Knou'ledge anci Usc oiBiodivcrsir] (CONABIO)
Iu tlte inten'ening period. FMCN aiso fundsd organizations n'ho could assisr NGOs and communin
orgzurizations in the desigrr and preparation of pro.iccts rn priontr ar:as.

Br tlte tinrs lhe tltird call for proposals rras rssued in l99ti. FMCN irad lncrcased tirc iinkagc of it-s

funding to titc CON.ABIO process: bad dereloped a strategic plan: had used feedback from tlre firs tu'o
clcles to refine both tire call for proposals and the selection process. n'as t'orking on a logical franren'ork
for the grants program identifiing biodiversitr cousen'atron and insurutional srrengthening ob-iectives and
ho$'to lneasure results: and s'as coordrnaturq rvith CONABIO and other orcanizations that finance

s to avord on ofprorects anci sharc infonnltron aboul p orc,anizations.

ADMIMSTRATIoN OF GNq,Nrr PRocp-il\as

91. Trust funds have made maior achievements in establishinu transparent processes for
developin-a pro-qram priorities and selection of project actii'ities. The N4exican Narure
Conservation Fund is an outstanding example. and several others. including funds in Uganda.
Belize. Bolivia. Brazil. and Jamaica. have made substantial strides in developin{i transparent
processes, surpassing the normal procedures of -government agencies and private oreanizations in
their respective countries.

92. ln sreneral. the more focused programs have more efficient selection processes. while
broader-purpose funds that maintain "open door" policies to any qualified project proposer often
struggle to process large numbers of applications. Several of the funds visited were considering
limits on the number of neu'projects to take on (i.e.. focusing on fewer. larger projects rather
than manv small ones) due to limited srafffor supervision and monitonng.

93. Several of the funds studied have exceedin-ely'burdensome and bureaucraric admrnistrative
procedures, of a type more suitable for large government agencies than for the agile private
institutions funds were envisioned to be. These procedures increase administrative costs. as well
as transaction costs for potential recipients. In some cases they are a barrier to access by potential
recipients. Sometimes extremely close supervision and insistence on application of World Bank
procurement and disbursement management policies may be necessary because of the situation in
the country, but in some cases these procedures have been adopted at the insistence of the donor
when national conditions did not seem to warrant such action. Brazil is an example of a fund
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established in an existing institution, where it would have been appropriate for the implementing

agency (World Bank) to review and certi$ that institution's administrative, financial management,

grant management, and procurement procedures, rather than imposing its own. ln some

countries, rather than establish grant-making procedures "de novo," trust funds have the

opportunity to adopt elements of small-grant making procedures successfully used by private

foundations and donors (e.g.. Jamaica's Green Fund and the Boticario Foundation in Brazil).

Slult-s AND TRAN-rNc

94. Generally funds have been able to recruit locatly for technically qualified professional staff
(although external assistance has been important in some cases to help them develop their roles as

institutional leaders). Funds need to strike an appropriate balance between paylng enough to

attract good people and creating conditions in which their own staffexhibit dedication and

commitment commensurate with that of their grantees. This is a difficult balance to strike, and a

few funds have experienced image problems when grantees (financially struggling local

organizations) perceive that a large share of available funding is spent on the salaries of capital-

city staff

95^ The GEF has not systematically provided training and capacity-building for trust funds, and

the helpfulness of task managers has varied. Uganda's task managers were, together with in-

country USND stafi, the primary source of technical assistance, while in-the Eastern Carpathians,

frequent turnover in project management and lack of coordinatibn among the three GEFMorld
Bank projects meant that the Foundation got little help or advice on its management and'

development. The funds visitdd expressed a strong desire for additional training and networking
to build their own capacities in buch areas as board development,'fundraising, project appraisal,

"Parks" firnd
. Protected area staffprepare annual operating plans and budgets. involving stakeholders in

consultations.
. Trust frrnd determines eligible activities and allocates resources according to priorities for eacb

protected areas (ma1- be determined at design or by board in ongoing oversight).

. Disbursement schedule agreed: disbursements made according to schedule. with receipt/review of 
'

financial and techmcal reports generalll' required before each subsequent disbursement.

"Grants" fund
r Board determines funding priorities and amount available for current rycle. Call for propxrsals iszued.

. Concept papers or full proposals revieu,ed bl,technical committee: recommendations made to board

. Ifconcept papers u'ere reriewed/approved. proposing organizations prepare firll proposals, technical

review and recommendations step repeated. Some funds provide technical or financial assistance to

organizations preparing full proposals from approved concept papers.

. Board approves projecs. Grant agreements or contracts prepared: funding disbursed according to

schedule. with periodic revieu'offinancial and technical reports.
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monitoring and evaluation. and capacity-building among grantees.

OpenerNc Costs

96. Most funds have been able to keep their operating.ort, in the 25-30 percent range (and

some below 20 percent) but this has come at some cost to the funds as institutions, particularly in

their ability to develop technical expertise. The range among the funds studied was l0 percent

(Jamaica National Parks Trust, which pays an administrative fee of l0 percent of trust income to
its home institution- the Jamaica Conservation and Development Trust) to more than 30 percent

(Uganda's MBIFCT, which operates essentially as an intermediary NGO itseffi, providing

extensive project support to recipients; the Eastern Carpathians Foundation, whose tiny

endowment generates only $30,000 in revenues per year, and Bolivia's FONAMA, whose

operating costs were running at $8-50.000 per year in 1995). In general, the smaller the

endowment, the more diffficult it has been to stay within operating cost ceilings.

97 . The analysis of operating costs was complicated by the lack of clear, consistent guidance

from the GEF on the issue. Different "ceilings," as well as different criteria for setting those rates,

have been applied to different funds. In addition, the definition of what is counted as

administrative or operating costs has varied.

98. The evaluation team applied the following criteria:

. Operating costs are the day-to-day "costs of doing business" for a trust fund. These typically
include the annual costs associated with basic trust fund operations: staff salaries, board

meetings, office expenses, equipment and maintenance, costs associated with managing the

endowment. and program management (project selection, supervision, and evaluation).

Operating costs also include the costs associated with a fund's role as an institution. These

include participating in the development of biodiversity strategies and policies, constituency

building for biodiversity conservation, coordination with other funds and biodiversity projects,

dissemination of experience and lessons learned, networking, and fundraising.

o Institution building costs are generally start-up costs incurred primarily in the fund's first
year or two, although training and consultations may continue even as the fund matures.

These costs include training of the trust fund's own personnel, development of an operations

manual and other key documents, legal fees related to applications for tax exemption,

orientation for board members, and similar activities.

o Program support costs are the services provided to build capacity of recipient organizations,

share technical expertise, and support recipients and potential recipients in ways other than

direct supervision. ln some cases, development of the absorptive capacity of NGOs or other

potential grant recipients.is'the role of institutions other than the trust fund (e.g., an umbrella

i.iCO organization in Jamaica). When a trust fund decides to provide support for increasing

recipient capacity, it typically does so either (a) through project funding, making gf,ants or
entering into contracts with.organizations skilled in that area (an approach used by FMCN in

Mexico) or (b) through direct technical assistance (Uganda, Philippines) provided by trust

'i;',..
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fund staff.

MoluroRmc AND EvaluettoN

gg. Trust funds generally carry out project monitoring by reviewing periodic reports, making

field visits and, in some cases, requiring approval of even minor changes from original plans.

Report requirements are quite detailed and focus on tracking expenditures and meeting target

dates as set out in proposals and project plans. Reporting requirements generally are standard,

whether the recipient is a young, small organization receiving $50,000, or an experienced

organization receiving a much larger grant. Several representatives of seasoned organizations

interviewed by the team felt that the administrative burden of trust fund reporting requirements

was excessive.

100. Few funds conduct technical monitoring of activities or focus their monitoring on outputs

and overall objectives. The ability of funds to visit project sites is a function of staffsize and the

number of projects financed.

l0l. Comprehensive project evaluations are rare. End-of-project reports are normally prepared

by the grantee. Of the trust funds studied, only FMCN (Mexico) uses a logical framework to

provide a consistent basis for project appraisal. monitoring and evaluation. The Bhutan fund

Lstablished and met benchmarks for establishing "the legal, institutional, and technical framework

[for conservationJ and expanding implementation capacity" in its first five years of operation;

however. during these years, it was financing a detailed program of activities spelled out at

desigrL rather than selecting projects and activities proposed by government or private

organizations. FONAMA @olivia) designed a technical monitoring systern, but it was not

functioning well at the time of the independent evaluation. PROFONANPE (Peru) contracted

independent evaluations of three NGO pilot projects funded by Germany, but has no system for
monitoring impacts in the park systeni. Among the funds visited, only FMCN had detailed plans

to carry out impact evaluation, building impact indicators into both NGO projects and protected

area activity plans.
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G. Asset and Financial Management

FI.JNDRAISn.TG AND GENERATION oF ASSETS

102. Four of the GEF-financed conservation trust funds have raised substantial financing from
other sources (see Box 5), but except in Bhutan. very little of this is endowment capital that will
contribute to their long-term sustainability as trust funds. PROFONANPE @eru), for example,
received $5.2 million from the GEF and has raised an additional $17 million, primarily through
debt reduction agreements and direct bilateral assistance. This funding would not have been

available for conservation if PROFONANPE had not pioneered the debt swap mechanism for
conservation in Peru. However, less than $500,000 of the additional funding generated has been

added to the endowment (FONANPE). The remainder comprises sinking funds with 6-10 year

horizons.

103. The fund most successful to date in raising endowment capital from sources in addition to
the GEF has been Bhutarg which received $10 million from the GEF and raised additional
endowment capital of $l1.4 million from WWF, Switzerland, tfre Netherlands, Norway, Finland,

and Denmark. Although many.factors were involved in this fundraising success, including the
Royal Government of Bhutan's integrity in managing the trust, a clear set of achievable

conservation objectives, and existing links with Scandinavian aid agencies, it was also useful that
the World Bank's grant agrebment established the GEF disbursements in tranches. Release of the
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first tranche u,as conditioned upon. among other considerations. securing $2 million in other

donor contributions. (The second pa)'ment u'as conditioned upon meeting policy and park

estabiishment targets )

I 04 There is not much diversitl, in rhe donor base. Hali a dozen bilateral donors (US. Canada.

German\,- Netherlands. Switzerland. Finland ) have provided funding primarily through debt

reduction agreements. although some have pror.ided direct donations. The John D. and Catherine

T. MacArthur Foundation has contributed endowment capital to one fund and funding to expand

the project portfolio ofseveral others

105. Future fundraising prospects are mixed. Feu' donors are willing to provide endowment

capital. although funds and their donors hope that if it is demonstrated that funds are sound

mechanisms for achieving consen,ation. some donors who have previousll'adopted a "wait and

see" attitude ma]' support endowmenrs. There are prospects for additional debt negotiations in

some counrries (particularly in the Asia?acific region) that could generate endowment capital'

The most promising areas at present are innovative local sources such as tourist taxes and user

fees. and siructuring non-endon,meni co-financinri so that it returns interest to the endowment

(see Box 8)

.ANNI. jAL FLt TTT, t II. FI INtrDINT; G:NEN:. . :D : I\\'ESTMENTS AND RENTRNS

I 06 Generallr'. investment income of CiEF supported funds has been adequate to cover

administrative costs and initiare program activities. Every GEF fund except the Eastern

Carpathians met its targeted annualtotal return objectives through 1997. Part of the non-GEF

portion of the Mexico portfolio. hou'ever. has been a low performer for several years. and the

inon-GEF) Jamaica funds, after initialll' receir,ing high returns. are currently suffering from the

downturn in the Jamaican economy and stock market. tt is important to bear in mind. in the

analvsis of two to five vears of returns. that the past threeyears have been exceptional in terms of
p"rfir*un"e for international financial markets and that US inflation an important factor in

iargeting returns for GEF-supported funds. has been very low. lnvesting substantial amounts in

emerging markers - a practice not usuallv consistent with the conservative investment principles

of the World Bank model -- is an issue panicularly for PROFONANPE (Peru). both Jamaica

funds. and the Table Mountain Fund I South .A'frica).'

t Cur..nt volatiliq'in international financial rnarkets u'ill further test the validir-v'of tlte consen'ative investment

strategl u.ith active porrfolio Inanagement approach adopted by manl' of the GEF-zupported funds. Under this

approach. funds can meet their program ob.iectives b1'achieving a tolal return in the 8'percent range: asset

niunagg performance is monitoied against a sinrulated lorv-risk portfolio. creating a strong incentive for

inyestnent managers to prornptty corrcct course in light of the current situation. Funds' short tenn programs are

unlikell,ro be affeited b1; the iurrent volatiliq' since dre funds (l) are not yet spending their endo$'rnent income

and/or (2) lrave accumulated resen:es either because of slow spending start-up or investment performance

exceediug objectives througlt early 1998.
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. The Protected fuea Consen'ation Trust of Belize raises $500.000 per year tfuough a $3.75 t&\ on

tourists entering the count4'bl plane or cruise ship.

. The Mgahinga-Buindi hnpenetrable Forest Trust of Uganda raised project funding from bilateral
donors to support its operations and grant porfolio during its first seven years. so that income on the

endowment capital provided by the GEF could be added to the endowment rather than spent. The initial
GEF ehdoument capital has grown from ${.3 million to $5.6 million (expected to reach $7.-5 million by'the

time the bilateral funding concludes).

. The Foundation for Eastern Carpa*rian BiodiversiS" Consen'ation and tlte Foundation for the

Philippine Environment raised funds from the US-based John D. and Catherine T. MacArthur Foundation

to suppon operations during the starl-up phase and to fund an earll' tranche of projects. which enabled them

to have a more diverse portrolio and build a better track record earll'than thel'tvould have been able to

accomplish living solell' on earnings from endowment.

r PROFONANPE in Peru agreed gith nvo of its donors to capitalize interest income from debt swaps and

traditional projects. In part to offset an une.\pected devaluation applied to a debt su'ap. Finland agreed to

provide PROFONANPE a small grant contribution to its endoument and to allocate all interest earned on

the st'ap proceeds to the endoument. Similarl). GTZ agreed to disburse up-fronl the entire amount of a 6-

year project and to invest iL in effecl as a sinliing fund. PROFONANPE ex?ects this will allow project

actirities to be e.\tended to l0 r'ears and still leave substantial interest income for il.s permanent endowment.

o Funding innovations outside the group of funds examined but brought to the team's attention by

reference group members and others included a nen'fund starting in Ecuador that will conserve the

u'arershed that supplies the capital ci4. using funfu raised from a fee added to water bills.

l0T.Professional asset managers, draun in all GEF cases except Peru from major international

investment firms, have performed as rvell or better than the benchmark indices against which

funds monitor their performance.

108.Early investment strate-eies (Bhutan. Uganda, Peru) were desigred in large part by the asset

management firms. The general indices (broad world or local indices) for evaluating performance

were usually chosen by the asset manager. Initially, reporting by investment firms was selective

and did not always facilitate perfbrmance monitoring by funds. Funds were often slow to respond

to advice from asset managers, generally because they did not fully understand investment

perfbrmance and the value of asset management services. Nevertheless, funds were generally

satisfied with the level of their investment earnings

l09.There were several instances of inappropriate initial investment strategies (Bhutan, Eastern

Carpathians, Philippines). In some cases, overly conservative strategies resulted in insufficient

revenue to carry out full program activities (Bhutan is the notable'example, although the Bhutan
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fund had an adequate alternative source of funding to carry out its programs during the period

when endowment income was low.) Other funds did not diversifu their portfolios, or exposed

their assets to high risk, particularly by concentrating all investments in one market (the fund's

own country) or a region (e.g., Latin America). It was necessary for the World Bank to provide

considerable financial expertise to Peru's PROFONANPE and its asset manager, in part because

the investment profession was newly formed following privatization of the Peruvian banking

sector and because of the higher risk inherent in emerging markets.

1l0.In 1996, a review2 of funds' preparation of investment strategies and selection of asset

managers concluded that while fund investments had achieved their target total return, and asset

managers had attained their contractual investment performance indices, better performance is

possible when (a) investment strategies are more explicit in setting goals appropriate to long+erm
investors; (b) initial and annual cash needs (net income) are more rigorously determined; (c)

benchmarks or simulated portfolios with market and asset class specific indices (rather than a

general world index) are used to monitor investment performance; (d) asset manager contracts

and reporting address funds' specific situations and monitoring needs; and (e) target performance

for asset managers is set above the benchmark results. These principles of "active management"

were applied to the Brazil and Mexico GEF portfolios with excellent results. Those portfolios

have outperformed their benchmarks and market performance overall.

1l 1.A lesson highlighted by the case of Peru is that investment strategies should be revisited

regularly, particularly in high-risk markets, and action taken promptly by the fund's board when

conditions change. Peru's investment strategy, which placed hard currency capital in an emerging

market, was considered during design to be lower risk than the possible attachment of its capital

by creditors of the insolvent government. When Peru came under the Brady Plan, risk factors

should have been revisited. PROFONANPE hesitated to make changes (and the World Bank did

not emphasize the urgency of revisiting the strategy in its supervision of the project), due in part

to continuing high local market returns. This proved costly when the Peruvian market suffered a

downturn in 1997. This has significantly lowered annual returns. Liquidation to reinvest in lower

risk financial markets of OECD countries will lead to losses.

2 
Financed by Canada through the Consultant Trust Fund managed bf the Wlld Bank for the global environment.
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Fund Tarqet Return Markets Asset Mrnaser Total Return
Location (1997 annud)

Bhutar Ut 1tt11ufisn + 6% 80% US
20% Int'l (non- NetherlandVtjs 16.35a/o

emerging)

Pem Average dollarized 80% local (Peru

' rerurn over 3-]'ear dollarized) Peru 9.2%
period: 5% abo'r'e US 20% US
inflation

Eastern 6.67o total rerurn US Switzerland 5.43o/o

Carpathian

Brazil Ut 1n11"66n + 6% 95% US UK 10.8%

5%ioBrazil**

Uganda Ut 1n11"fisn + 6% Int'l (non-US) uMhannel 7.96%
US* Islands

Mexico US Inllation + 6.50/o US US 13.60/0***

Note: US inJlation for 1997 u'as about 2%o

* As of 1998, investments in the US markets s'ere grou.ing as a share of the total portrolio.
** I{JNBIO's investment guidelines permit up to 15 percent of assets to be invested in Brazil.
***GEF funds were first invested 8/97: rerurns shorvn through 6/98.

Selpcrtou oF AssET Mer'incERs

112. World Bank-supported funds investing in major international financial markets (Mexico,

Bhutan, Uganda, Brazil) have selected asset managers based on competitive proposals sought

from a nationality-diversified list of internationally recognized investment firms. Both industry

standard and the World Bank's QCBS (Quality and Cost-Based Selection) practices have been

used with equally satisfying results.

113. Funds investing locally have used local competitive searches (South Africa, Eastern

Carpathians, Peru). For local.currency endowments, in the absence of ddep capitalmarkets and a

fully functioning investment profession in the home country, funds often rely on banks (generally

identified through relations with board members) for advice and.tend to invest in short-term
instruments such as treasury.bills (Guatemala). ln the case ofPelu, a nascent private banking
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sector limited the number of canciicare-c for asser manaqer. The three candidate banks/investment

firms were so dissimilar that there rvas no basis for comparison

TEcH{tc AL Asst stn NcL AxD C.al.q, : ::t -B i ninnqci

I 14. Bhutan. Brazil. Uganda. Sourh .\frica. and Mexico all benefited from international financial

expertise to assist with prepararion of iniriai investment strategies and guidelines as well as

selection of an asset manager. Assistance was provided to the Eastern Carpathians Foundation by

W\[T and the MacArthur Foundation but was limited to selecting a bank to invest the

foundation's capital. Given the smali size of the capital. the focus was on fee minimization rather

than a strategy to achieve a targereci return with an acceptable level of risk.

il5. Funds in several cases have a iimiteC pool of in-countn'expertise upon which they can draw

to ensure a sophisticated level of inresrment knowiedge at the board. fund director, or stafflevels.

Several funds harre irad to reh on outside advice to monitor investment and asset manager

performance, with little expenise oitheir own to evaluate the advice or to analyze investment

strategies in the face of d),namjc ma:kel siruations. Their abilitv to monitor effectively is limited

not only by their own expertise. bur aiso in several cases bv less than full responsiveness b1' asset

managers. The World Bank provicied initial assistance with establishing guidelines but made no

provision to continue financial counseling as part of fund operations. Mexico and Brazil, however

(rhe two funds able to call on the most sophisticated pool of knowledge from their board, staff,

and advisors). have ensaged at thei: o\\'n expense professional financial advisors to supplement

their in-house expertise.

1 16. In the case of Mexico. the \\'orlci Bank provided technical assistance to review FMCN's
investment management practlces ar rhe time the Mexico Protected Areas Project was

restructured to operate through a fund FI\4CN. a fund whose board includes considerable

financial expertise. recognized rhe vaiue of professional counsel and hired a financial advisor to

help with the re-structuring of its porttblios. guide investing of USND funds ($19.5 million),
prepare investment guidelines for the GEF capital ($16.5 million). monitor performance of
FMCN's three asset ntanagers, keep irs investment strateg) culTent. and assist with debt swaps.

This same approach could proi'rde a ccst-effective solution for an1'fund that cannot maintain the

required level of expertise on irs board or staff. Normally. this assistance should be considered a

legitimatecost of doingbusiness. and operating cost targets should not be so restrictiveasto
preclude it.

llT.Donor-provided technical assisrance to prepare an investment strategy and select an asset

manager has generally provided little lasting knowledge of asset management within the fund.

because it focused on the process of preparing guidelines and selecting an asset manager, and

assumed all investment needs u'ould be met by the asset manager. Client responsiveness of asset

managers has been less than exirected and levels of knowledge in funds very limited in general.

This points to a need in most funds for (a) financial expertise in addition to asset managers, and

(b) financial training for key staffand board members Io ensure they are well inforrned in making

decisions and understand principles guiding their investment strategy.
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RESPONSIBLE I\'\ESTT.{(i

118.The waluation rcam norecj thai manl ofthe funds anahzed are intereste.d in "responsibld' or
"green" investing. but have limired capacil'to develop such a $rate,gy. This is due to sever'al

fastors;

o There is linle adual experierce u'ith this ooncept. beyond in a few oases.speci$,ing to the

asset manager cenain stocks or categori.es of stocks in which they did nst wish to invest

floggtng roxic wastes).
r [n the earty years, most funds must maximize income (for a given lwel o.f ris,k) to €nsure

operating funds, making restfistive guidelines counter-produotive.
o Practieatr gru-idelines for esrablishin_s and impiernenting a "responeible?' investment strategy ar€

nor availabte. Principles and imolemenntion of responsible investing practices have been

noted as a priorS'fur capacitr,-buiiciing b),national environmental funds panicipating in
Inter.ageno'Planning Group workslrops in both Latin Arnerisa and Asia/Facific.

l lg.Bhuran arrd Mexico have specific clauses in their investment guidelines to ensure their
investment philosophy is consisent uirh their institutional mission. Bhutar's board is cha,rged

with developing resp.onsible investrnent gnr.idelines for use by the. asseJ maneger. FMCN'is
guidelines minimize investmenrs in companies with poor social and environmental records and

delegate individu'al investing decisions to the investmelt manager.
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IV. Cnoss-CurrING CoNcLusIoNS

A. Ath,antages and challenges of conservation Trust Funds

lZ0. The terms of reference for the evaluation listed a series of advantages and drawbacks or

challenges often attributed to consenation trust funds. This section presents the team's findings

on each ofthose hypotheses.

l1l. Of the frequently cited strengths and advantages, the evaluation generally confirmed that:

. Fune can absorb maior dmounts oJ'funding and disburse it over time consistent with the

ahsoiptive capacity of recipient organizations. lnvirtually all of the "grants" funds studied,

the ability to iime and size grants to meet -- and build -- absorptive capacity of governmental

and non-governmental organizations was cited as an advantage over traditional ways of
implementing projects.

o Funds o.ften have participator), sfructures that involve a v'ide range of stakeholders-- e.9.,

got,enti'ng boardi, fechriical adtisory commitlees, andor proiect selection committees that

include representatit,es.from indigenous peoples g'oups, community organizations, Iocal and

nqtional govemmunt agencies, privale businesses, the academic community, and

intenntional donor or NGO representallves. Even the government or government-

dominated funds (Bolivia, Bhutan, Peru) had established some level of participatory structure

-- technical advisory committees, sub-account administrative councils, requirements for

participatory planning processes by grantees. Uganda's MBIFCT. the Environmental

Foundation of Jamaica, and the Mexican Nature Conservation Fund are outstanding examples

of meaningful stakeholder participation in decision making processes.

. Funds can be politically independent of particulsr administrations or parties, and can

protide continuityfrom one goventment to another. Not all of the countries studied had

experienced a change of administrations or parties. In only one case -- Bolivia" a government

fund -- was a turnover of -eovernment disastrous to the fund's ability to continue its programs,

and in that case, the probl-m is being addressed in part by setting up the major grant-making

account as a separate, private foundation.

122. There was limited evidence in support of the following:

c Funds can provide a stable, Iong-term source of fundingfor biodiversity conservation, not

only to covet- recurrent costs, but also to smooth out year-to-year fluctuations in project

fuiaing. This can also provide a better basisfor long-term planning and strategt
- 

impteientation. lngeniral; the team concluded that it was too early'to tell whether this

advantage will be borne out over the long term, although it appears to be the case for most

"parks"hrnds. (Mexico,ald Bhutan, and a probable outcome in Uganda and Belize.)

o Funds are able to attract'a diverse rsnge of national and internationalfunding sources. The
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t,,'

funds studied tended to have one to four sources of funding A few -- notabll Peru - had

attracted non-endou'ment iundin(, from a variety of sources (but largely a single mechanism.
i.e. debt reduction agreementst There are examples of funds capturing funding from
innovative and national sources rnotablv Belize) but none of a fund fully tapping the diverse
range of sources theoreticalh'available. particularlv for endowment capital.

Ern,innntent -fincls can opet'att cruickh' and rcsportsively to a varieh, of organizatiotts thal
hat,e relativeh' limitcd insiltutionel capaciry^. avoiding much of the bureaucracT, of large
donor or -financial agenctes. Several funds have highly bureaucratic administrative
procedures, often at the insistence of the donor. However. there are also examples of funds
that have been hi*etrl1'responsive to NGOs and local communities. in particular. the Mgahinga-
Bwindi Impenetrable Forest Consen'ation Trust and the Foundation for the Philippine
Enrrironment.

o Funds can providc a vehicle.ftn' collahoration amcntg govct'nnrcnt and nctn-governmenlal
organi:ations in dc.fitrirtg .ihndinx prinrilics, and.for conslruclive cngagement u,ith the
p'it,crte c:ommercicrl scclot'. Mexico. Brazil. Guatemala, South .Africa. and the Eastern
Carpathians are examples of funcis that do facilitate such collaboration and constructive
engagement. The two qolernmeni funds and one government-dominated fund studied did not
achieve this result.

123. Of the most frequentlr cited challenges and potential drawbacfts. the team found that
three are sisnificant problems. at least in some funds. These are:

hust.ftmds can lie up suh.rtanrial atnounts of .scarce resources.for coilsenation and
developmenrl to gcnercrle often modcst amounls o.f income. sonte of vrhich. in ttn'n. is spenl on
udministcring tlta.fund. ir. appiving this question to each of the funds studied. the most
common answer was "\'es, but.. " (a) most funds have invested their endowment capital
wisely and have generated returns nearly'equivalent to the opportunity cost of capital: (b)
operating costs vary but are probably not substantially -ereater than the true administrative
costs of project manasement. and (c) tying up this capital extends the benefit stream for manr,

more vears than a project benefit streilm.

The additional and stead.t.flov of'r'csources.fi'om cnvirctnntenl.funds can relieve pres.rarc.fbr
cotttittttittg ttt' ittu'ea.red gotentntttnt or donot' cxpendintres on conservation and sustainahle
dcvclopntctrt, t'csultirtg irt clccraased goveurntat rn' donor spending and commitment in these

areas. This is a problem in the Jamaica National Parks Trust. and potentially a problem in
Peru. Mexico provides a,case study rvhere the trust fund has actually leveraged increased
government commitments to protected areas. In Uganda, MBIFCT has "picked up" some

community developrnent projects that the government had planned to support but dropped
when it reduced the amount of funds available for community revenue sharing.

h the GEF context, it nrav he difficult in practice to prrss on to individual activitiesfnanced
by tntsl.fitnds GEF-specifc criteria srch as increntental costs and achieving global

46



enr)ironmental benefits. As discussed in Chapter III.C, "parks" funds have an easier time of
meeting this standard than "grants" funds. However, all of the GEF-financed "parks" funds,
as well as the Brazil "grants" fund, were in fact focusing their programs on areas identified by
the Convention on Biological Diversity as global priorities.

l24.Challenges and drawbacks that have in practice proved to be surmountable include:

o Funds require highly technical and sophisticated management skills to safeguard thefund's
capital, provide a predictable income stream in sometimes volatile economic environments,
and creale a participative qnd trLmsparent governance straclure involving multiple
stakeholders. There are two dimensions to this issue. On the one hand, the funds studied
have generally been able to recruit nationally for staffs, boards, and advisory committees with
goOd technical qualifications. On the other hand, funds have needed technical and capacity-
building assistance related to their functioning as institutions - governance, fundraising,
capacity-building for recipients, and investment oversight. This assistance has been available
to some extent, but the demand still exceeds what is available.

o There can be enormous pressure to disburse funds, particttlarly after tengttty start-up phases,
which can lead to an erosion of capital assets and excessive project-focus, financing a
profusion of activities u'ithout developing clear strategies. There are no documented cases of
erosion of assets due to pressure to disburse. However, the "grants" funds in particular often
struggle with a profusion of proposed activities and dfficulty in developing clear strategies.
The Mexican Nature Conservation Fund is an example of a trust fund addressing the
"profusion" problem by iteration of increasingly strategic program priorities, linked to
conservation outcomes (see Box 6) Another example is the Foundation for the Philippine
Environment, which concentrates a large percentage of its activities in geographical areas
selected for their biodiversity importance in order to maximize impact. Belize's Protected
Areas Conservation Trust is an example of a fund that has focused thematically, on activities
such as protected areas, eco-cultural tourism, and archeological sites.

o Funds can be overwhelmed with demands.for resourcesfrom a variety of sources (often well
beyond the environmental groups originally involved), andwith efforts to effectively
accommodate the involvement of a large number of diverse stalceholders. This, too, is more
of a problem for "grants" funds than for "parks" funds. Several funds initially overwhelmed
by demands have developed effective measures to define a niche and structure participation
and selection criteria. In addition to the examples discussed in the preceding paragraptr" the
Mgahinga-Bwindi Impenetrable Forest Conservation Trust -- which received 4,750
applications in response to its first call for community proposals, when it had intended to fund
50 -- demonstrated an adaptive response. The trust fund's Local Community Steering
Committee, which was charged with recommending to the board which projects to fund,
responded by deciding on'a thematic focus for the grant cyc_le, noti$ing proponents that only
those fypes of activities would be considered in the first round, and proceeding to shortlist
150 for full consideration. In the second round, the committee has iroposed setting up
screening processes at the parish level so that local councils select three priority community
projects to submit. \'i
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o Funds give direction and control of potentially large mms of resources to independent
organizations (although governments and donors may be represented on their borards), utd
activities financed can lack coordirntion with national environment strategies and priorities.
Funds have generally done well in managtng large surns of money with integrity and

transparency. "Parks" funds generally take direction from park system master plans and

protected area unit plans. "Grants" funds in two cases (Guatemala and Bolivia) have been

active supporters of national environmental strategies, providing both funding and technical
expertise. The fund's degree of coordination with national environmental strategies depends
to a great extent on whether a coherent national strategy exists, or whether there are

competing strategies and a broader lack of coordination at the national level.

B. Conditions For Success

125. Taking all of the findings into account, the evaluation team concluded that it is possible to
identify certain key factors associated with trust fund success. Some of these fbctors determine
whether the conservation objective is best addressed by a trust fund or another approach. Some

affect the fund's prospects of becoming a viable institution. While it is not necessary for all the
conditions to be met, some "critical mass" appears to be a prerequisite for success, and the
absence of more than a few would greatly increase the risk of delays, difficulties, and failure to
meet objectives. The "critical mass" will vary according to the type, size, scope, and objectives of
the fund in question. However, when any of the key factors is missing or only partially achieved,

there are risks that need to be clearly addressed in the design process.

FacToRS INPORTAI.TT FOR ESTABLISHING N TRUST FTWO

a) Existence of a valuable, globally significant biodiversity resource whose
conservation is politically, technically, economically, and socially feasible. Absence

of major, urgent threats requiring mobilization of large amounts of resources in a
short time period (i.e., the conservation action required is long term and addressable

with the flows a trust fund could produce). The importance of the resource on a
global scale affects the fund's ability to attract international financing.

b) Government support of the concept of a fund outside government control, that
bridges the public and private sectors. The support should be active and broad-
based, from the President to regional and local bodies, extending beyond
environmental ministries and departments to include ministries of finance and

planning. A reasonable financial contribution from government, if not directly to the
fund, then to co-financing of project activities. This condition often takes a long
period ofadvochcy during the design and start-up phases.

c) A legal framewrirk that permits establishing a trusl firnd, foundation, or similar
organization. Tix laws allowing such a fund to bb tax exempt, and providing
incentives for donations from private contributors..
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d) A critical mass of people with a cornmon vision. People from NGOs, the academic

and private sector, and donor agencies -- the environment community" - who can

work together despite their different approaches to biodiversity conservation. The

support and involvement of business leadere is crucial to bring in private sector
management skills, especially skills in financial management.

e) A basic fabric of legal and financial practices and supporting institutions (including

banking, auditing and contracting) in which people have confidence.

f) Mechanisms to involve a broad set of stakeholders during the design process, and

willingness of stakeholders to use these mechanisms.

g) Availability of one or more mentors -- a donor agency with good program support,
a partnership with an internationalNGO, "twinning" with another, more experienced

trust fund -- who can provide both moral and technical support to the fund during
the start-up and program implementation phases.

h) Realistic prospects for attracting a level of capital adequate for the fund to support
a significant program while keeping administrative costs to a reasonable percentage.

In most cases this means having clear commitments from other donors beyond the

GEF,ordebtswapmechanismsestablished,beforestartingthefund.

i) An effective demand for the fund's product, i.e. a client community interested in

and capable of carrying out biodiversity conservation activities on the scale

envisioned, and sufficient to achieve significant impact.

FRcroRs lrvpoRtevr FoR SuccESSruL TRusr FUND OpeRATIoNS

j) Clear and meastrable goals and objectives. A "leanting organization" menlality
and environment. oriented tovyard results and achieving objectives, and flexibility
to nrake adjustntents in objectives or approach based onfeedback and experience.

FMCN (Mexico) provides the best example of the benefits of this approach. The
team concluded that most funds would have benefited from more detailed affention
to the articulation of goals. objectives, and indicators in operating manuals during
design.

k) A governance structare with appropriate checks and balances, conJlict of interest
provisions, and srccession procedures. "Ownership" of the fund by its board and
other governing.bodies, indicated by members' commitment of time, engagement in
policy and leadership, and building support of the fund with varied consTituencies.

The Foundation for the Philippine Environment, FUNBIO (Brazil), FMCN
(Mexico), and PACT (Belize) provide the clearest evidence of what can be achieved
when this conditioh is met, while PROFONANPE (Peru) illustrates the diffficulties
that can arise when it is not.

l) Linkage nemien the trust funtl and the leadership.,if ony national biodiversity
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m)

n)

o)

p)

q)

strategr or environmenlal action plan. Most of the "parks" funds organize and

focus their funding priorities through participation in or guidance from planning
processes of their partner agencies. FMCN's ability to focus its "grants" program
through linkages with national priority-setting processes best illustrates the
advantage of this factor.

Abili4, to attract dedicated, competent staff, particularly a strong executive
director. Harmonious aud productive board-staffrelationships. The best examples
of the benefits of highll'qualified, strong leaders in the executive position working
well with diverse, supportive, influential boards are FMCN (Mexico), FUNBIO
(Brazil), and the Foundation for the Philippine Environment.

Basic technical and other capabilities lhat permit the fund to become a respected
and independenr actor in the contmunity. Access to, and constnrctive use of,
u'aining, nrenloring, and technical assistance programs to build capacity. The
Mexico and Uganda funds illustrate this point. Bolivia also provides an object
Iesson: although FONANIA's loss of influence in 1993-95 was primarily due to
political changes. the fact that those political changes also caused the organization
to lose its technical capacitv was what precipitated a crisis of donor confidence.

Constntctit'e relationships v,ith relevant goventment agencies, with intermediary
organizations that provide senices to g{rantees, and with other organizations in the
communiry-. Thefund should m,oid becoming an execating agency itself.
MBIFCT's abilitv to rely on CARE as a technical assistance provider to grantees in
Uganda has been essential to the community grants program's progress. FMCN
(Mexico) and the Foundation for the Philippine Environment are examples of other
trust funds that have made it a priority to develop partnerships and working
relationships with key organizations to efiend their reach and assure greater local
acceptance of activities

Fi nan c i a l, adm i n i strati v e di sc i p I i r rc com b i ned w i I h pro gram fl exi b i li ty and
txansparency: and procedures that supporl this and are consistently applied MosI
of the funds studied exhibited this attribute to some extent. Again, FMCN is the
best example of a fund that sets a high standard of financial discipline, while still
maintaining the flexibilitl'to deal with extraordinary circumstances -- both in
adapting to the circumstances of its grantees and in making funds available to cover
unforeseen but crucial needs. MBIFCT in Uganda is another good illustration.

Mechanisms for contitttring to irwolve a v,ide range of stakeholders in the fund's
progranrs and directiort, with enough clear vision and leodership to ovoid being
pulled in many directiorts and progyamfragmentatior. FMCN (Mexico) and
MBIFCT (Uganda) are examples of funds demonstrating this attribute. Recently,
FONAMA has provided an example of the problems a trust fund that does not pay
attention to this priority can encounter.
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Assct tnengemuil conpctitivel.t' .sclactcd: divcrsificd portfolio o.f int'estments:

.financial expert tct pt'rn'ide regntlar reporting and oversightrcomparison lo
henchmarks. As discussed in Chapter IIl.G. mosr of the GEF-suoported trust funds

have adopted thrs mociel

A strpportive, tturnn'ing Intplcmanilng Agutcy task mansger, ahla tct hring in the

resourcas and expcrtist ngeded. This is discussed in Chapter IIi.C.

C. Deciding Befirecn Trust Funds or Traditional Proiects

126. The GEF is sometimes faced u'ith the decision of whether to support a conservation trust

fund or to finance biodiversitv activities through a more traditional project mechanism. Although

this evaluation only studied GEF (anci other) projects u,hich financed trust funds and does not

include a comparative vieu, of both iunding mocialities. a project approach was seriously

considered during the project design phase in Brazil and the GEF-funded Mexico trust fund

replaced an ineffective traditional pro.iect. In addition. ket'informants were asked to provide their

assessments of the advantages of borh rrust funds and traditional projects. Our frndings suggest

several facrors u,hich should be carefuliv considered u,hen the GEF is reviewing alternatives for
financing biodiversitv consen'arion proiects These factors are closel;* associated u'ith the

conditions for success discussed in the previous section.

127. A primary concern expressed bv some about trust funds is that thel'tie up substantial

amounts of scarce donor resources for consen'ation and development in endowments which
generate only modest amounts of income. From a purely financial perspective. the primary

question is whe'ther trust funds are the best use of capital. qiven its opportunitl'cost. Several

factors influence the answer to this question. First. although it is very difficult to compare the

harc.fits from trust funds and those from proiects. in theon'trust funds should qenerate more

benefits, ccta'is pqrihrrs. because the b,enefit stream from an investment in a trust fund is much

longer than from a 5-year project. and u'ill potentialh, continue forever if the endou'ment is well
managed. Second- the co,s/.s of trust funds mar, be higher than traditional projects over the short-

run (3-5 vears). However. endortrnenr capital is invested and generates revenues which are

equivalent to at least a ponion of the opponunitv cost of capital In 1997. for example. three of
the six GEF trust funds generated endou'ment revenues larger than the l0% opportunity cost of
capital normallv used in World Bank financial analyses. While these gains from endowment

investnrent may not continue at similar ler.els over the life of the trust fund. thel' are usually

significant and must be considered in comparative analyses.

128. This evaluation found.that trust funds can normally be administered with operating costs

between 20-25on of the annual revenues generated from the endowment. However. these costs

are probably only nrodestly greater than the real administrative costs of tr.aditional projects if all

costs are included, and have the advantage of generating much longer-term benefit streams.

129. Financial anatysis is only one factor that should be considered in choosing whether to
finance a trust fund or a traditional project. In many ways discussed in this report, trust funds

provide the opportunity to generate long-term benefits which are more systemic and sustainable

r)

s)
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than benefits from traditional projects. For trust funds included in this study, the decision to use a

trust fund modality focused heavily on non-financial factors. These include (a) the tim6 frame

needed to address threats to biodiversity (often long-term); (b) the absorptive capacity of recipient

organizations (often limited); (c) the incentives to spend large amounts of money quickly that are

often associated with projects and the frequent difficulty of sustaining this level of expenditure

following project completion; (d) the value and need to provide a venue for non-government

entities such as local NGOs and the business community to work in harmony with government to
address biodiversity issues; and (e) whether using private sector procedures, rather than
government procedures, will improve the efficiency of conservation funding. The additional

benefits from trust funds clearly must be weighed against the risks and costs associated with
establishing or expanding a complex institution. For the vast majority of individuals interviewed

as part of this evaluation - people involved directly with trust funds and independent observers -
the trust fund experience is assessed very positively, and viewed as bringing many long-term and

systemic benefits that have not been available from traditional projects.

130. A summary of several key factors to be considered in the decision on whether to finance a

conservation trust fund or a traditional biodiversity project are summarized in Box 10.
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Trust Fund Project

Threat to Threat is long-term. Best addressed over l0- Immediate and strong. Best addressed wer a 3-5

Biodiversitv: 15 year period year time frame.

Funding needs: Problem best addressed through modest Funding needs are large and/or lumpy. Level of
arnounts of funding provided over many years activity can be sustained once project funding
in periodic increments ends in 3-5 years.

Recipient Can onll'effectively numage modest amounts Can efficiently numage and effectively spend

Absorptive in periodic increments uith gradual increase major infusion of funds over 3-5 years.

Capaciw: over time

Common Vision; Critical mass of people rvith common l'ision Lack of common vision regarding trust fund.
for biodiversiq'objectives and uillingness to Collaborative management of biodiversity
participate in trust fund governance program less efficient than management by a less

complex institution.
Prosram Need to create more efficient funding and Existing bureaucracy functions efficiently and

Efficiencv: operational mechanisms in lieu of existing does not constrain achievement of biodiversity
(normally govemment) bureaucracy. objectives

Enabline Legal basis and other conOitions for trust fund Legal and other conditions for fund operation do

Conditions: operations (e.g. incentives for fund raising) not exist and are unlikely to be quickly
exist or can be quickly'established. established.

Basic fabric of tegal and financial practices More direct donor supervision of resources

allorvs for transparencl'. required to ensure appropriate use offirnds.

Collaboration: Desirable to create a r,ehicle for government Such oppornrnities for collaboration already exist

and non-government (NGO, private sector) or are not appropriate.
collaboration

Demand for NGOs and ofter user groups have capacity or l) Effective grant-funding mechanism exists 2)
grants fund can gradually build capacity to use annual NGOs and other user groups have very limited
resources: funds generated from endowment. capacity to manage even small amounts of

funding. Project to build capacity may be

Demand for parks Framework'oi nailonat parks system f ) Uascent national parks system.

fund resources: established,; some parks exist with reasonable 2) Recurrent costs assured by government or

of gove'rnment suDport other''sources. Parlcs need capital i
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v. IUpITCaTIONS rON GEF ENO RTCOMMENDATIONS

GEF Financing of Consenation Trust Funds

l3l.While most of the conservation trust funds examined have had three years or less of full
program operation and several have experienced setbacks and growing pains--some of them

serious--the basic conclusion that emerges from this evaluation is that, under certain

circumstances, trust funds have proven to be effective mechanisms for support to activities

designed to achieve global environmental benefits.

132. Rerommendation l: GEF should continue b rtnance conserl,ation trust funds when the

necessary circumstances are met. GEF is one of the few significant sources of capital for
conservation trust funds today. Its leadership in financing funds has catalyzed substantial

additional resources--both financial and intellectual. Trust funds, particularly those that focus on

protected areas, show great promise of evening out the typical "boom-bust" cycle of traditional
projects and the related perverse incentives to spend large quantities of money quickly. They are

providing resources through transparent, participative processes to groups and for important

activities that have not previously had access to financing. Trust funds supported by GEF and

others are making tangible progress in increasing involvement of community groups, NGOS,

private businesses and others in decision-making on conservation issues in which they have a

stake. Some are contributing to policy discussions on conservation and sustainable use based on

their program experience. The prospects for doing this in other places beyond the handful

supported to date appear to be good.

Conditions for G E F Support

133. Conservation trust funds are not always the most appropriate response to the issues of
biodiversity conservation. In some circumstances, a more traditional project approach may be

appropriate. In Chapter IV.B. above, the evaluation team outlined thefactors it hasfound to be

conducive for conservation tnrst funds to succeed- These can be used as a checklist for project
designers or reviewers when new trust fund projects are considered. Where a critical mass of
these factors is not present, other approaches which have a shorter-term perspective and imply a
more limited commitment to a specific approach or institutional arrangement are indicated.

134. Recommendation 2z The team believes thatfour conditions are essentialfor the creation
and/or capitalizatian of conservation trust funds, and recommends GEF support only when they

are met:

:.

The biodiversity conservation issue to be addressed requires a long terrn commitment--at
leasl I0-15 years;

There is active government'support--not just agreement-for.qreating a mixed, public-private
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sector mechanistn that willfunction beyond direct government control:

. There is a critical ntass of people from diverse sectors of socieQt who can work logether
despite their dffirent approaches to bioditersit! conservation and sustainable development;

and

o There is a basic fabric of legal and.financial practices and supporting institutions (including
banking, auditing and contracting) in which people have confidence.

135. Recommendation 3: The concept of conservation trustfimds as independent

organizations that are more thanfinancial mechanisms shouldbe reflectedfrom the outset in
staffing patterns, governance stntctures, recruitment criteriafor board members ond staff, and
technical support provided by outside donors and partners. This evaluation has shown that

conservation trust funds are complex and demanding to establish and sustain. The effort to create

and support them is justified only if they are viewed from the beginning as independent institutions
that have a long-term role to play. Although most trust funds supported by GEF have been seen

primarily as financial mechanisms, the evaluation team found that they are more than that. To
succeed, they need more than financial management and accounting systems and skills. They need

to be able to monitor the performance of their programs; to feed back experience into strategic
plans, program improvements and broader policy discussions; and to work closely with recipients

and other organizations to ensure a quality portfolio that complements other activities in their
areas of focus. In short, they need to proactively influence their environment and adjust their
progr.rms to fit,

136. Recommendation 4: GEF projects in wpport of trustfunds should make provisionfor
training and technical assistance, or ass:.tre that they are provided by other partners. Trust
funds need to give more explicit attention than has been given to date to training and technical

assistance to help build the abilities they need to operate effectively as independent, long-term
institutions. This need not be throu-eh separate grant funding; in fact, in at least two cases

observed during the evaluation, this kind of assistance was effectively provided as part of
implementing agency supervision missions.

Financial S u stai nab il ity

137. This concept of conservation trust funds has implications for the minimum amount of
resources needed for a fund to be financially viable. The evaluation team found that, in general,

trust funds have so far been unable to raise sizable additional capital contributions beyond those
provided by the original donor. Most of the resources they have been able to attract are for
specific project activities which, while consistent with their objectives, often do not provide them

with the financial security or degree of flexibility needed to achier,re their long-term organizational
goals' '.] 

'
138. One dimension of this'irru. is whether a pernanent endowment is needed to accomplish a

trust fund's mission, or whether a sinkingfund (that could be replgnished at some future point

based on experience) is adequate for this purpose. In general, the.eJaluation team concluded that
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perrnanent endowments are more likely warranted for "parks" funds, while a sinking fund that

disburses over 10-20 years may be appropriate for "grants" funds. In looking at this issue, it is
important to consider not only large capital contributions from donor organizations, but also

goverrrment policies enabling flows to the fund of locally-generated resources (e.9., from tourist

taxes, park entrance feeds, concession fees or other user charges), as well as tor laws regarding

charitable giving by the private sector.

139. Recommendation S: The initial capilalizalion of a conservation trust fund, together with

other resources otailable on a recutrent basis (e.g., proceedsfrom tourisl tues or park entrance

fees) should be large enough to allow a meaningfril program in thefund's chosen area offocas,

over a sigtifcant period of time, while keeping operating (non-program) costs within a range of
20-25%.' Trustfunds should not be created unless there are tangrble commitmentsfor this

minimunt qmount of capitalfiom the outsel.

140. Four variables interact to define the minimum amount of capital needed:

o the amount of money needed on an annual basis to carry out a significant program in

whatever area the fund focuses on;

o the amount of other (non-endowment) funding regularly available;'

r the expected return on investment, and whether the fund can draw down the capital to
meet current expenses (sinking fund) or uses only returns (endowment); and

o the minimum level of operating costs needed for the fund to function.

141. Recommendation 6: Beyond lhe minimum amounl, GEF support should be structured to

prot,ide incentives to encourage raisittg additional capital (e.g., through tranchitrg or matching

provisions) and assistance in developing innovative capitalization approaches. Ultimately, a

trust fund's best fundraising tool is a record of success with its initial project rycles. In some

cases, the best strategy may be to provide bridge financing or allow a first tranche of financing to

be used as a sinking fund, with endowment capital provided once a track-record is established.

142. Recommendation 7. GEF supportfor recunent costs of protected area management

through "parks" funds should incfude a stategtfor increasing the provision of other resources

for these costs andfor lookingfor v,ays certain activities or areas could become self-financed

Inditi&tal consentation, sustainable use, and environmental education projects supported by

"grants" funds should have prospectsfor their own sustainability and/or achieving their

objectives in a reasonable pelriod of time with no needfor continuingfunding. Establishing a

conservation trust fund that is itself financially viable does not guarantee the financial

sustainability of the activities.i{'3upports. Even if a fund has an-aqsured, Iong-term source of
funding, it is important that iid fdsources be used in strategic and catalytic ways, filling gaps and

leveraging other contributionithrough the choice of activities it.supports
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Operating Procedares and Costs

143. Recommendation 8: GEF's implementing agencies should apply clearer and more
consistenl gyidancc on operating costs for the consentation trusl funds it supports. Operating
costs should be defined as the "cost of doing business," including board operations; maintenance
of an office and basic financial, accounting and technical staff; program planning; constituency
relations; fundraising; project selection and supervision; and program monitoring and evaluation.
Program support costs, such as technical and capacity-building assistance to grantees, should be
calculated in separate line items and excluded from "operating" costs. Normally, the trust fund
should seek to externalize these program support costs by contracting or providing grants to
other organizations who would provide the service. if such organizations are available. Based on
this definition, a ceiling of 20-25o/o of net revenues for operating costs appears to be a reasonable
target for trust funds to meet. Generally, funds with larger endowments and/or program activities
should be able to operate at the lower end of this range, while funds with smaller endowments
and/or programs may be at the high end. Projects should include parallel financing (not drawn
from endowment earnings, but provided by GEF or other donors) for initial institution-building
costs, including board development, stafftraining, consultant assistance, and design of monitoring
and evaluation systems.

144. Recommendation 9 GEF's implementing agencies should give greater consideration to
the impact on trust fund agrlity and responsiveness, as well as on operating costs, of prescribing
complex and elaborate procurement or administrative procedures. They should generally seek
to help develop, and then certifu, a fund's own procedures that are appropriate to the
environrnent in which it operates, rather than impose the implementing agency's standard
procedures, vthich were developed-for very dffirent circumstqnces. This is especially true when
a trust fund is created within another. established organization Any specific criteria that trust
funds are required to apply to determine the eligibility of specific projects or activities for GEF
financing (i.e., with respect to incremental costs or global environmental benefits) should
specifically bear in mind their implications on administrative costs and fund responsiveness. and be
as simple, straightforward and understandable as possible.

Asset Management

145. Recommendation 10: The GEF should confinue to apply as standard practice.for its
capital contribtttiotts to trust -funds the successfitl asset managemenl and asset manager selection
ntodel developed by the World Bank. This includes development of investment guidelines that
reflect a conservative risk strategy and portfolio diversification; competitive, international
selection of experienced, professional asset managers; and regular, active oversight of investment
performance compared to standard benchmarks by a fund's board of directors, preferably with the
benefit of periodic, expert advice.
Partnerships

I

146. Recommendation ll: GEF neport.for consentation trustfunds, especially.for the
creatiort of nev'funds, should encourogc the development of partnerships with intenrational
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NGOs with experience and recognized abilities in this area, as u,ell as the exchange of
information among tusl funds. The evaluation demonstrated the benefits to a trust fund of having
relationships with other funds, international NGOs, and more than one donor agency.

147. Recommendation l2'. Irt addition to sapport provided through individual projects to
information exchange and networking among conserttation trust futrds, GEF and its
implementing agencies should explore ways in which they could provide a small arnount of
resources to perntit their staff to sustain ongoing partnerships u,ith tnrst fund "graduales"
heyond the norrnal mpervision period. An ongoing relationship betu'een trust funds and the GEF
and its implementing agencies beyond the normal 4-5 year period of supervision would also be
beneficial. This would allow GEF and its implementing agencies to gain a richer knowledge of
trust fund experience and conditions for success, to apply lessons learned to future prdects, and
to verify that trust funds are achieving conservation impact and continue to support GEF priority
activities over the long run.

Monitoing Biodivercity I mpact

148. Recommendation l3z GEF and its implementing agencies should provide increased
sapporl lo help tntst.funds define their intended impacts on biodiversily conservation and
vstainable use and to develop performance indicators and simple, useful monitoring and
evaluation systems ta measure progress toward these objectives and -feed back experience into
program improvements and management decisiorts. As part of this process, GEF should insist
that all current and future consentation trust furtd projects hne fiillS developed logrcal
frameworks- At the same time, GEF could benefit from--and therefore should actively seek out
and apply--the experience of some trust funds. e.g.. FMCN in Mexico. in defining its own
biodiversity program-level performance indicators. Given the generalll'nascent state of the art of
performance and results measurement for biodiversity programs. this is an ideal area for
partnership between the GEF and conservation trust funds.

58



Annex A
Trnprs oF REFERENcE

GEF EvnruerroN oF ExpenrnNcE wrrH CoxssnvATroN Tnusr Funns

Background and Rationale

The FY98 work program for the GEFSEC's monitoring and evaluation team includes an

evaluation of GEF's biodiversity activities. One specific set of biodiversity projects has received
considerable attention within the GEF. including in the Overall Performance study and the 1997
PIR. These are projects which have supported and/or established conservation trust funds. An
evaluation of GEF's experience to date with such funds would be timely and would meet an

expressed need of the Council, implementing agencies, and the NGO community interested in the
GEF.

More than thirty environment funds have been created over the past decade, and twelve
have received GEF support. Generally, they aim to provide a long-term source of funding for
biodiversity conservation and sustainable development. They have often also served as vehicles
for bringing multiple stakeholders together to prioritize conservation actions that respond to
community and other local needs. The Biodiversity Convention and the NGO community have
strongly endorsed this approach and encouraged GEF to expand its financing of such funds. The
Overall Performance Study also recommended increased GEF support for conservation trust
funds, and suggested that GEF's comparative advantage might be in providing technical
assistance and initial seed capital to get funds started. while leveraging other resources for the
funds' capitalitself.

Others have raised questions about the merits of this mechanism, however. Some Council
members have voiced concerns, in particular about the extent to which GEF's eligibility criteria
related to global environmental impacts are met for activities financed by environment funds, the
"opportunity cost" of providing relatively large sums of GEF grants to capitalize endowment
funds, and how to assure the performance of the funds is adequately monitored and evaluated.
The Council requested the secretariat to prepare a paper examining these and other issues related
to environment funds. That paper is now planned to be submitted to the Council at its meeting in
October 1998. This evaluation will make a direct input to this policy paper. It will also
contribute to the 1998 PIR and provide the basis !r an issue of the GEF Lessons Notes series.

There are various types of environment funds. Those supported by the GEF have
sometimes been set up as trust funds (in countries whose legal systems are based on British or
U.S. models) and sometimes (in most civil law countries) asfoundations. In either case, these
funds legally set aside assets (e.g., GEF grants) whose use is restricted to the specific purposes set
out in a legaltrust ifistrument. (In the balance of these Terms of Reference, both types of funds
are referred to as "trust funds".) They can be structured financially in three ways. When an
endowment is created, the financial assets of the fund are invested to earn income and onlv that
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income is used to finance specifically agreed-upon activities . Sinking funds are designed to
disburse their entire principal and investment income for agreed-upon activities over a fixed
period of time, although this could be a relatively long period, i.e., l5 years. Revolvingfunds
provide for the receipt of new resources on a regular basis--for example, proceeds of special taxes
designated to pay for conservation programs--which can replenish or augment the original capital
of the fund and provide a continuing source of money for specific activities. Any particular
environment fund can combine these features depending on its source of capital.

Advantages and Potential Drawbacks of Trust Funds

Environment trust funds offer a number of potential strengths and advantages. Among
them are.

o Funds can provide a stable. long-term source of funding for biodiversity conservatior; not
only to cover recurrent costs, but also to smooth out year-to-year fluctuations in project
funding. This can also provide a better basis for long-term planning and strategy
implementation.

Funds are able to attract a diverse range of national and international funding sources.

They can absorb major amounts of funding and disburse it over time consistent with the
absorptive capacity of recipient organizations.

Environment funds can operate quickly and responsively to a variety of organizations that
have relatively limited institutional capacity, avoiding much of the bureaucracy of large donor
or financial agencies.

They can provide a vehicle for collaboration among government and non-governmental
organizations in defining funding priorities, and for constructive engagement with the private
commercial sector.

. Funds often have participatory structures that involve a wide range of stakeholders-- e.g.,
governing boards, technical advisory committees, and/or project selection committees that
include representatives from indigenous peoples groups, community organizations, local and
national goverrlment agencies, private businesses, the academic community, and international
donor or NGO representatives.

o Funds can be politically independent of particular administrations or parties, and can provide
continuitv from one goverrrment to another.

On the other hand. creation and implementation of environment funds present a number of
c hall eng es and p otL nti al dr mpb ac ks. including :

o Trust funds can tie up substantial amounts of scarce resources for conservation and
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development to generate often modest amounts of income, some of which, in turn, is spent on
administering the fund.

They require highly technical and sophisticated management skills to safeguard the fund's
capital, provide a predictable income stream in sometimes volatile economic environments,
and create a participative and transparent governance structure involving multiple
stakeholders.

The additional and steady flow of resources from environment funds can relieve pressure for
continuing or increased government or donor expenditures on conservation and sustainable
development, resulting in decreased government or donor spending and commitment in these
areas.

There can be enorrnous pressure to disburse funds, particularly after lengthy start-up phases,

which can lead to an erosion of capital assets and excessive project-focus, financing a
profusion of activities without developing clear strategies.

Funds can be overwhelmed with demands for resources from a variety of sources (often well
beyond the environmental groups originally involved), and with efforts to effectively
accommodate the involvement of a large number of diverse stakeholders.

Funds give direction and control of potentially large sum of resources to independent
organizations (although governments and donors may be represented on their boards), and
activities financed can lack coordination with national environment strategies and priorities.

In the GEF context. it may be difficult in practice to pass on to individual activities financed
by trust funds GEF-specific criteria such as incremental costs and achieving global
environmental benefi ts.

.Issnes that the Evaluation will Address

Annex I lists the environment funds that have received GEF support to date, those that
are presently being designed or under active consideration, and additional funds that may possibly
be supported in the future. The evaluation will examine the experience under these GEF projects-
-and selectively under environment funds assisted by other donors--to determine:

(I) to what extenl have the potential advantages of environment trust funds been realized in
practice, and have lhe concenrs expressed ahout them been minimized or overcome?

(2) what enabling conditiorts are needed.for conservation trustfunds to succeed andwhat
conditions are likely to hinder sttccess?

(3) what evidence is there to date of the intpact of these funds on conservation and sustainable
use of biological diversity?
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(4) what lessons and good practices can be identifiedfrom this experience that could usefully be
applied by other afft'ent or future funds?

(5) what recommendations result from a revisv' o_f this first generation of tntst fundr for GEF
policies that would help guide future funding of and technical assistance to conservation trust
funds?

Specific Scope of lilork

Within the framework of the five questions listed above. the evaluation team will assess

the following specific issues:

I. F u y n A DM I NI sruln o N .4N D A ss ET/F I NANC rAL M,sli,4c EM t l)tr

o How much additional funding for conservation trust funds has been leveraged with GEF
resources? From what sources have these resources been provided? What are the prospects
for further fund-raising in the near future?

o In practice, what has been the annual flow of funding for biodiversity conservation and
sustainable use activities generated by GEF-supported funds? Has there been a good match
between projected resources and those actually generated?

o How has the trust funds' capital been invested? How has the real return on the assets in these
funds compared to market averages and investments by similar or-qanizations during the same
period?

o What skills and resources were required to manage the funds' assets? Have the funds used
professional asset managers? If so, how were they selected and how has their performance
been evaluated? Did fund managers and board members have the skills and experience to deal
adequately with assets management issues? What training or other capacity building
assistance was provided in this area (by GEF or others), and what impact have they had?

o How much is spent on administrative costs? Were ceilings on these costs respected in
practice? What are the components of the funds' costs?
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II. Pnocneu MeN,tceueyr

r Are the funds guided by a specific strategy for selecting the activities they will finance? Are
their grant programs targeted to have a pafticular impact on conservation and sustainable use
of biodiversity? Has this strategy given focus to the activities financed? Has it stood up to
pressure from stakeholders to fund other activities that are not within priority programmatic
areas? To what extent do the funds proactively seek out activities that help advance their
biodiversity strategy? Based on experience to date, what impact does it appear that the funds
are having on biodiversity conservation and sustainable use?

o What monitoring and evaluation systems are in place for activities financed by the funds?
Have the funds identified progress and performance indicators for individual activities and
their overall programs? How are they being used in practice?

o What procedures are in place for selecting and administering the funds' grant programs? Are
decisions about selection-of individual activities made in a transparent and consistent manner?
How are these procedures regarded by fund managers, recipients and donors? How many
administrative layers do proposals have to p:lss through before they are approved? What
authority do field staffhave to make adjustments in projects based on implementation
experience?

o What procedures were implemented to assure that GEF criteria and CBD guidance, inter alia
with respect to incremental cost financing and selection of activities intended to produce
global environmental benefits, were passed on to activities financed by the funds? Were these
procedures followed? Does the implementation of these activities to date support the
rationale for funding them with GEF resources?

r What skills and resources were required to manage the funds' programs? Were people
available locally or was it necessary to hire them from outside the country? What training or
other capacity building assistance was provided in this area (by GEF or others), and what
impact have they had?

III. Goveweuct

o Who is involved in the governance of the funds? What governance structures are in place and
how well do they function? How wide a range'of stakeholders are involved in a meaningful
way? Have the funds' governance structures led to a better understanding among all
stakeholder groups, especially on issues related to biodiversity conservation and sustainable
use?

. How independefrt are the governance structures of direction by any one set of stakeholders or
interests? of the professional management of the fund? of the political processes in the
country? Do board members and others involved in fund decisions (e.g., technical selection

63



M.

committees for projects) represent their own institutions, sectors or interests, or do they act

for the benefit of the community of stakeholders as a whole?

What provisions exist for the regular and orderly change of board members and professional

fund managers? Have funds experienced a transition in the members of their governing
bodies? Have they experienced a change in managerial leadership? How have these

successions been handled? How have the organizations fared as a result of these successions?

What skills and resources were required to manage the participation of a large number of
stakeholder groups in the funds' governance structures? Do board and other members of
governing bodies have the necessary skills to carry out their roles? Do they devote the time
necessary to perform their expected roles? What training or other capacity building assistance
was provided in this area (by GEF or others), and what impact have they had?

Srnertac .sNo NnrtoNtt Conryrn

Who are the driving forces for setting up the trust funds the GEF has supported? What
linkages exist between the funds and government and NGO activities, particularly those
supported through GEF projects?

What contribution do GEF-supported funds make to overall funding for biodiversity activities
in the countries in which they are located? Are there other environment funds operating in the
same country? How is their mission and program different from the GEF-supported fund?

To what extent are the funds' program strategies based on national biodiversity action plans

or related strate,eies? How do national priorities influence the selection of sites and activities
financed by the funds? How do national governments view the funds?

To what eKent have fund managers contributed to the development and/or monitoring of
national biodiversity strategies, and/or to other national fora in which biodiversity priorities
are considered? What influence have the funds had on national or local policies, laws and
institutional constraints? Have the funds served as an effective voice for biodiversitv
conservation and sustainable use within their countries?

Have resources allocated to biodiversity conservation and sustainable use activities by national
governments and/or others, in addition to those supported by the funds themselves, decreased
or increased as a result of the creation of the GEF-supported funds?
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V. GEF's Rorc

Based on the experience of the funds currently supported:

o What are the basic requirements and enabling environment needed for a conservation trust
fund to be established? What are the factors that influence the optimal size of a trust fund,
and sequencing ofsupport to one?

. Under what conditions should GEF consider assistance to new or existing conservation trust
funds? What niche can GEF best fill in supporting the creation and growth of conservation
trust funds? What implications does this have for the comparative advantages and roles of
GEF's implementing agencies?

. What kinds of activities and/or objectives are most suitable to be supported through
conservation trust funds, as distinguished from other general or multipurpose funds or direct
funding of specific activities?

o How have GEF-supported projects strengthened the organizational skills and capacity of
assisted conservation trust funds to carry out their responsibilities?

o What kinds of monitoring and evaluation systems are appropriate at the project/ implementing
agency/GEF level for conservation trust funds? What are the long-term requirenrents for
monitoring the performance of conservation trust funds to determine their impact on
biodiversity conservation and their management and financial sustainability?

EuITu.enoN APPRoACH

There is considerable experience and expertise within the GEF family on environment
funds. For example, an Interagency Planning Group (IPG) on Environmental Funds involving a

wide range of donor (including GEF) agency representatives, foundations, and NGOs is chaired
by Jane Jacqz, a member of the UNDP/GEF staff. The IPG has sponsored a number of global and
regional fora that have brought together fund managers, donors and NGOs to exchange
experiences beginning in 1994. The World Bank published in 1995 a paper on "Issues and
Options in the Design of GEF Supported Trust Funds for Biodiversity Conservation" prepared by
Kathy Mikitin, a member of its ENVGC staff A number ofthe international NGOs most actively
involved with the GEF--including The Nature Conservancy, World Wildlife Fund-US, and
Conservation lnternational--have a high level of interest in and experience with environment
funds.

Therefore, while the evaluation will be carried out under the direction of the GEFSEC
M&E team, it will involve the active participation of GEF stafffrom implementing agencies, the
secretariat and the NGO community. The approach to conducting the evaluation, and schedule for
carrying it out, that will be followed is described below:
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The assessment team will be made up of seven people: Scott Smith. a member of the GEFSEC
M&E team, will serve as team leader, Kathy Mikitin from the World Bank's GEF
coordination unit, Martin Krause and Kevin Hill from UNDP's GEF coordination unit, Walter
Lusigi, a member of the biodiversity/international waters team from the secretariat, and two
outside consultants independent of the GEF.

A reference group will be created to provide guidance to the evaluation team. It will be made
up of 15-20 people representing task managers with experience overseeing projects which
include trust funds, environment fund and biodiversity specialists in the implementing agencies
and GEF secretariat, NGO representatives, members of implementing agency evaluation staff,
and representatives of other donors with an interest in environment funds. In addition, current
or former officers of environment funds that will not be evaluated under the studv will be
included. The reference group will review the evaluation team's implementation plan for the
study, help identifr and obtain materials for the evaluation teanL facilitate arrangements for
project visits by the team, and review and provide additional input on drafts of the team's
repofts. The group will not meet physically with any frequency, but will perform its functions
by individual conversations with the team, telephone conference, electronic mail, or other
forms of correspondence:

ln addition to the core team members, local consultants will be hired in countries to be visited
as part of the evaluation to help prepare for the field visits and participate actively in them.
These consultants will be employed through UNDP, with funding from the M&E budget for
the evaluation.

Mrrnoootocv

The evaluation will be conducted in three steps:

First, the team will conduct interviews with task managers and review documents (e.g.,
evaluations, supervision reports, project implementation reviews, project designs and related
analyses, other articles or reports) on projects which include GEF-supported conservation
trust funds. They will also review reports from international and regional fora on environment
funds and other documents relating to the experience with GEF-supported and other
environment funds (including funds in the Philippines, Jamaica, and Belize), as well as

interview others knowledgeable about this experience. On the basis of this desk review and
interviews, the team will prepare a progress report identifoing the team's preliminary findings
and the key issues on which the rest of the study (especially the field visits) will concentrate.
The team will also prepare interview guides to be used in all of the field visits in order to
assure that comparable information is collected systematically in all of the trips.

Second, the team will visit 5-6 funds supported by GEF and, ideally, l-2 others. Teams of
two members will travel to two countries each for approximately three weeks. Each trip will
include a major field visit from l0- l2 days in duration to a GEF-supported fund, and involve
visits to subproject sites. In each of these countries, team members will be joined by a local
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consultant. Each trip will also include another country where the team will make a shorter
visit (3-5 days), primarily limited to visiting the funds' headquarters. These shorter trips will
seek to complement and/or update material available from project evaluations and other
reports, and will include at least one country with environment funds not supported by the
GEF.

The GEF has made substantial investments in trust fund equity in five countries to date: Bhutan,
Brazil, Mexico, Peru, and Uganda. The GEF project in Bhutan has just been completed and a

final evaluation and completion report has been prepared. It is likely that the evaluation team

can benefit from a current assessment of the project without a field visit. The trust fund in
Mexico just began operating with GEF funds in January 1998. Therefore, the countries
tentatively selected to be the major field visits areBrazil, Peru and Uganda.

Of the other funds supported by the GEF, no contributions were made to equity in Bolivia or the
Seychelles. GEF projects supporting the Central American Fund (FOCADES) and trust funds
in Malawi, Mongoli4 and South Africa have not yet begun implementation. Thus, minor field
visits are tentatively planned to Mexico and the Eastern Carpathian funds, as well as to two
funds in Jamaica which have not received GEF support but offer some interesting experience
for the evaluation.

While these visits are being made, 1-2 background papers on issues related to the evaluation will
be prepared by other team members and/or representatives of U.S.-based NGOs with
considerable experience and important perspectives on conseryation trust funds. These papers

will be available to the full team by the time all of the field visits are completed.

o Third, following the field visits, the team will meet together to synthesize their findings,
discuss them with the reference group and others. and prepare the draft of the evaluation
report. This draft report will then be reviewed with the implementing agencies and secretariat,
the IPG members, the NGO community, and others. The evaluation report will be revised
based on the input received from these consultations and presented to the Council at its
October meeting.

Scntoutz

The evaluation team will hold its first meeting from April l5-17, 1998. This meeting will
be devoted to developing working relationships among team members, elaborating a specific plan
for carrying out the evaluation, and dividing responsibilities among the team members.
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While the specific implementation plan for the study will depend on the outcome of this
first meeting, it is expected that the general schedule for the evaluation will be:

= April 20 - May 8: desk reviews/research of evaluations, mid-term reviews, supervision
reports, and other documents; discussion with task managers; sharpening of issues;
confirmation of the projects to visit in the field: and logistical planning for field work.

+ May 15. completion of progressreport.

=r May 18 - July 17: field work (three visits of approximately three weeks each, which
will include a total of seven funds, by teams of two members); continued desk reviews
and interviews. Tentatively, the funds to be visited are (1) Brazil-FUNBIO (10-12
days) and Jamaica--two funds not financed by GEF (4-5 days); (2) Peru-FONANpE

- (10-12 days) and Mexico-FMCN (4-5 days); and (3) Uganda-MgahingalBwindi (10-
l2 days) and Easrern Carpathians (2-3 days)

= July 20 - August 7: team meerings and drafting of report.

= August l0 - September l6: discussion of draft report with IAs, biodiversity task force,
NGOs, IPG, others. Input made into policy paper GEFSEC prepares for October
Council meeting. Draft of evaluation report sent to Council o/a September 16.

+ September l6 - October I : finalization of report

= October 14-15: presentation to Council

= December 3l: final report translated, printed, and distributed.
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