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EXECUTIVE SUMMARY

0.01 In December 2005, negotiations were complébedhe Sixth Cycle of the Unified Special
Development Fund (SDF 6). Theeport of the Contributorsalled for a Mid-Term Review of progress.
This Review was undertaken by a joint consultirgrtdrom Canada (Rideau Group Consultants) and the
United Kingdom (University of Birmingham).

0.02  The methodology included a document and éilgéew, discussions with officers of the Caribbean
Development Bank (CDB), and discussions with repregdives of three Contributors. The Review ditl no
include visits to Borrowing Member Countries (BMCalthough three of the consultant team had macte su
visits to seven BMCs immediately before in regardhe evaluation of CDB'’s technical assistance (TA)
operations.

PROGRESS

0.03 TheReport of the Contributorsalled for a Mid-Term Review of progress on 23 sjie@ctions
items. The Review found good progress on a majofitthe items. The past two years have seen devera
important achievements by the Bank.

0.04  During this period, CDB accepted Haiti as adwing member, reorganised its Projects Department
to facilitate lending and granting operations, avab innovative in, for example, undertaking newigyel
based lending. CDB showed leadership in helpingeld@ Caribbean-specific Millennium Development
Goal (MDG) targets, made progress on an ambiti@en@da of country poverty assessments; and re-
launched its project management training.

0.05 CDB completed its Strategic Plan 2005-200%h wonsiderably strengthened focus on managing
for development results. It also reviewed its apph to the Special Development Fund (Unified)
[SDF (U)] resource allocation and tabled a papéh several suggestions for improving this system.

0.06 The Bank implemented an active programme afuations, including an evaluation of CDB’s
TA operations. The Evaluation and Oversight (E@Wjision is planning a multi-cycle evaluation ofth
Special Development Fund to begin in late 2007 framises to be a key contribution to the SDF 7
negotiations. The evaluation of the Basic NeedstlFund (BNTF) 5 was underway during this Review.

0.07 CDB has strengthened, or is in the procestrehgthening, its staff capability in environménta
analysis and gender analysis. However, these ameaso important to the Bank’s mission that more
needs to be done. CDB has not yet met its commiisrte produce country gender analyses.

0.08 Poverty assessments need to be acceleratédeaBdnk’s efforts need to be refocused somewhat
on supporting the implementation of results-baseeefy reduction strategies that build on the ptwer
assessments.

0.09 CDB’s Country Strategy Papers (CSPs) have shimprovement in their results orientation but,
because they are so central to the effectivenetsedBank, more needs to be done. The links betwee
MDGs, CDB’s CSPs, and CDB'’s Strategic Plan neduktalearer.

RESOURCE CONSTRAINTS AND AREAS FOR ATTENTION

0.10 CDB is a small multilateral development baklDB). As this Review proceeded, it was often
clear that resources were insufficient to do ashrag Contributors wished. Our general assessraent i
that CDB needs to be larger (to scale up) to be @bbperate in the way Contributors desire. #dse
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more depth in key areas to avoid discontinuities lass of momentum when one person in on leave, or
leaves the Bank or is transferred to other duties.

0.11 At the same time, Contributors should resgisttendency to require commitments in too many
areas at once and without new resources. For dgaeypanding the membership of the Bank is a high
priority for Contributors to SDF 6, but no SDF rases were allocated specifically to support tHimire
Similarly, CDB was asked to undertake initiativasgovernance, gender, the environment and regional
public goods, policy-based lending and public semform, BNTF, natural hazard reduction, economic
adjustment, social protection, regional economtegration, and harmonisation and alignment. All of
these require incremental resources.

RECOMMENDATIONS AND NEXT STEPS

0.12 Section 9 of this Review states our conclisiand recommendations in some detail. In
summary, CDB should be guided by five themes inréneainder of SDF 6.

D CDB needs to find new ways waforking with BMCs that rely more on the country’s own
systems of management and accountabilityvhile not losing the key aspects of the Bank’s
due diligence systems. At the same time, CDB ndedbe active in harmonising its
objectives, strategies and systems with its pastrierwork together within a single coherent
strategic framework in each country.

(2) CDB shouldsharpen its focus on its poverty reduction missignby expanding its use of
Management for Development Results (MfDR), and moth&anagement improvement
initiatives where appropriate, and also by payimgater attention to some key factors in
development in the Caribbean, including governamgamder, the environment and the
HIV/AIDS disaster. CDB should shift its focus fropoverty assessments more to poverty
reduction strategies, and should work increasijgltly with partners in poverty reduction
efforts.

3 CDB needs toincrease the scope and scale of SDF operationsWe believe that
formulating a long-term strategic plan (2020) wopidvide a useful roadmap for scaling up.
It would also clarify the resources needed to aghi@DB'’s strategic goals. We believe that
some important efforts, including the effort toratt new members, need more resources
allocated to them. We also suggest that CDB censid “integrated” approach to expansion
that targets clusters of related regional and mgmenal countries (that is, related by
language, culture and history). CDB needs to preda customised “prospectus” for each
potential member containing in-depth analysis @& $pecific advantages that could accrue
from membership. Lastly, we think that TA coulddstantially expanded. Commitments
and disbursements, for both loans and TA, are taggn some areas and need to be
accelerated to achieve CDB’s objectives within SDF

4) CDB has reorganised its Projects Department in 200Ye new organisation seems to have
many strengths but will need time to prove itséif.the medium term, as CDB diversifies its
borrowing membership, country focus should beconmaoae important dimension of the
CDB organisation, i.e., CDB activities may needémrganised increasingly by countryto
be effective in a variety of contexts with diffeoces in language, culture, legal and political
systems, and type of economy.

(5) CDB is in the midst of renewing its staff, fillirglarge number of vacancies and diversifying
its professional skills and experiences. Thignpartant to the Bank’s effectiveness during

()



0.13
points:

(@)

(b)

(c)

(d)

(€)

the remainder of SDF 6 and in SDF 7. We have naag@mber of suggestions. In summary,
CDB needs torecruit the best qualified development professional available from
anywhere in the world, and to find ways to bring young professionalsnraed women, into
the Bank and the Caribbean.

Section 9 states the next steps that we reeoihm The following is a summary of the main

The utilisation of BNTF funds needs to be accetstam Dominica, Montserrat, St. Kitts and
Nevis, St. Vincent and the Grenadines and the Tarkk Caicos Islands. In general, CDB
needs to scale up its TA operations. This willuiegjgreater focus, dedicated resources and
country knowledge. Improving CDB'’s "country focuglill be increasingly important in a
more diverse Bank. This has many aspects. It imayde strengthening the geographic
dimension of the Bank’s internal organisation, amgproving its physical presence in
BMCs. There are implications for CDB'’s long-tertnasegy, which may need an internal
“transformation” plan to work effectively with awdirse set of borrowing members.

Meeting these and future commitments to SDF (U) t@autors will require increasingly
strong and diverse staff capabilities. CDB shahlkerefore recruit young officers, seeking
the best from anywhere in the world. In the cohtjits strategy to expand in non-English-
speaking areas of the Caribbean, CDB needs toasergés working capabilities in languages
other than English and in the legal and politicgstems of the non-Commonwealth
Caribbean.

The next generation of CDB strategic plans shoulclude further analysis of relative
priorities among CDB'’s poverty-reduction objectives analysis of whether the existing
portfolio of loans and TA is a good fit with thoselative priorities, and a measurement
system for tracking both CDB performance and oVveéZatibbean progress towards specific
objectives. CDB should use the Caribbean MillenmDevelopment Goals and targets as the
framework against which to manage and measure ridgr@ss towards results. Some
thematic areas need to be strengthened. We recodhthat there should be a set-aside of
SDF (V) funds for environmental protection and natuesources management separate from
funds to help BMCs in fiscal trouble. CDB needsmeet its commitment to producing a
Gender Strategy and conducting gender-and-develapassessments in ten BMCs before
the end of SDF 6, and to report the results dumiggptiations for SDF 7. In the last years of
SDF 6 and in SDF 7, CDB must act with clarity, det@ation and energy on the HIV/AIDS
crisis.

CDB should give high priority to producing excell@ountry strategies by cross-department
interdisciplinary teams, working within the framekaf CDB’s Strategic Plan, making clear
commitments to specific results, clarifying accalmlity for country strategy
implementation (country focus), and evaluating @emiance against those strategies and
reporting to the Board on a regular basis. BMGpectives on CDB country strategies need
to be explored in the upcoming multi-cycle evaloatof SDF (U), and in preparing SDF 7.

CDB should consider improving the visible indeperaeof the EOV Division by having it
report directly to the Board, as is best practicether MDBs, and instituting fixed term non-
renewable appointments for Directors of EvaluatiddDB’s EQOV should prepare a multi-
year Evaluation Strategy and Workplan as a workpager in support of the SDF 7
negotiations. Evaluation should be a promineniufeaof CDB’s website home page, and all
evaluation products and their related managemeidnaplans should be posted to the site
within six months of completion. We recommend salevaluations prior to SDF 7,

®3)



including an evaluation of the policy-based loaasBelize and St. Kitts and Nevis, an
evaluation of CDB’'s programme of poverty assessmamd poverty reduction strategy
papers, and an evaluation of regional programmimeu SDF 5 and SDF 6.

() We recommend that CDB produce some strategy papmisiding a clear programming
strategy in the area of governance, building orgtiidelines already prepared; a comparative
paper on social protection in BMCs; a paper ontegsain the small business sector; and a
new policy on CDB programming for environmental noyement.

(9) The portfolio performance information availablen@nagement to guide decision making,
and presented to the Board, must be timelier ang: rromplete. CDB should be an active
participant in the worldwide Managing for DevelopthéResults Community of Practice
sponsored by the DAC and other MDBs; and shoulthbdynchpin for the extension of this
community of practice to its BMCs in the Caribbean.

(h) CDB should consider establishing a Membership Temice. Contributors should consider
special funding to cover the significant temporansts of implementation of the CDB
expansion strategy. A “country cluster” approashattracting new members is suggested.
Each accession case should focus on the benetit® torospective member; but should also
include a “change management” process for the BaeK if linguistic and cultural changes
are needed to accommodate the new member country.

® Finally, CDB should consider how its due diligenpeocedures might be simplified,
particularly by relying more on BMC government gyst when these are adequate.

(For more detailed recommendations see SectiortledReport.)

(4)



1. INTRODUCTION

11 PURPOSE OF THIS REVIEW

1.1.1 In December 2005, negotiations were complitethe fifth replenishment (Sixth Cycle) of the
Unified Special Development Fund (SDF 6) of theilla@an Development Bank (CDB). TReport of
the Contributors to SDF @stablished four broad themes for the Sixth Cydg:poverty reduction and
broad-based economic growth as an overarching (®a&ddressing the Millennium Development Goals
(MDGs) for the Caribbean; (3) strengthening develept effectiveness and management for
development results; and (4) planning for and imeletation of the expansion of Borrowing Member
Country (BMC) membership.

1.1.2 The Contributors called for a Mid-Term Reviefaprogress on these themes. This is the Report o
that Review. The Review covers the first two yedrSDF 6 — that is 2005 and 2006, and, where g@piate

and where data are available, the first half of7200he Review also, on the basis of observatibpsogress

in the first half of the cycle, suggests what needse done in the second half of the SDF 6 cyetbraakes
observations and suggestions for the longer term.

1.2 INTRODUCTION TO THE SPECIAL DEVELOPMENT FUND (U NIFIED) [SDF (U)]

1.2.1 The Special Development Fund (SDF) was dshadal in 1970 to enable CDB to make loans and
grants to its member countries to contribute togblition of development problems in the Caribbean.
Currently, these challenges include the Regiontsraafragility and vulnerability, stubborn pockes$
poverty, debt and economic adjustment challengek, &f regional economic integration, crime, drugs
and corruption, and a severe health crisis relatétl\V/AIDS in Haiti.

1.2.2 In 1983, SDF (U) was created, based on densigerms, objectives and procurement conditions.
At the same time, a governance structure was dedtich included an Annual Meeting of Contributors.
Contributors provide funds to SDF (U) in four-yeaplenishments, based on negotiations with CDB
regarding programme objectives, priorities, angscand scale of operations. After negotiationsBGD
Board of Directors (BOD) considers tReport of the SDF Contributond approves an Action Plan to
implement its agreements.

1.2.3 SDF (U) funds are available to BMCs to défaerdegrees depending on their categorisation by
CDB into four country groups, based on their pgriteaincomes and, to a lesser extent, other socio-
economic criteria.

1.2.4 All BMCs are eligible for SDF resources, lmountries in Group 1 do not receive a specific
allocation. These countries’ participation is lied to regional projects, and highly poverty-foalse
projects, such as country poverty assessments (Cilspoverty reduction strategies (PRSs), technica
assistance (TA) to promote good governance, anstasse in the event of a natural disaster. Irtrash
Group 4 countries, Guyana and Haiti, may accessamricessionary loans and grants.

13 OBJECTIVES OF THIS REVIEW

1.3.1 The objectives of this report are to:

(€)] review the administration and operation of the ISRycle of the SDF (U) at the mid-
point of the Cycle; and
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(b) identify lessons learnt and recommend improvemémtsicrease the effectiveness and
impact of the remaining resources available undeF $ and to advise CDB on the
attainment of the objectives outlined in tResolution and Report of Contributors on
SDF 6

1.3.2 The Terms of Reference (TOR) for this midrteeview require assessing progress on the Action
Plan adopted by CDB in response to teport of the ContributorsThe cross-references in Section 9.1
link this report to the Action ltems.

Themes of this Mid-Term Review

1. Overall progress on the operational programme,udicy implementation of the
operational priorities set out in this Report. (Seection 9.1 “Progress on SDF 6
Commitments”; and Executive Summary of the Review.)

2. Status of funding, and availability and use of catnrant authority. (See Chapter 2).

3. Progress with respect to the time-bound milestam¢be SDF 6 Action Plan, as well as
other aspects of the Results Agenda, in particalpplication of the SDF (U) resource
allocation strategy (See Section 2.8 “SDF (U) Resmillocations), preparation of results-
based country strategies (See Section 6.3 “ReBaked Country Strategies”), CDB’s
thematic and sector evaluation work (See Sectién“Bvaluations”), and the selected
Indicators of Progress on the alignment, harmadoisatigenda (See Section 8.1
“Harmonisation and Alignment”) and the resultsraige(See Chapter 6).

4. Progress with respect to development of a mongoand evaluation framework for
SDF (U) based on Caribbean-specific MDGs, Targedisliadicators (See Chapter 6).

5. Progress on other aspects of the SDF 6 programsiag uhe additional indicators
requested by Contributors (See Chapter 3 “Opemstio@hapter 4 “Organisation”,
Chapter5 “Development Themes”, Chapter 7 “Membpfshand Chapter 8
“Partnerships”).

6. Planning for SDF 7, including planning for a muydtiase programme evaluation of
SDF (U). (See Section 6.6 “Evaluations”).

The consultant team was asked to determine thege®gf SDF 6 towards achieving its targets. Blsks
to be undertaken included:

(a) review the policies, procedures and systems cuyrémtplace for the administration,
operation and monitoring of SDF 6;

(b) assess the degree of efficiency with which the afpans of the Sixth Cycle are being
undertaken;

(© assess the level of funding and the adequacy andimg available for various aspects of
SDF 6, as well as the availability and use of cotmmant authority;
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(d) assess progress on the implementation of the dpeedtstrategy outlined in the
Resolution and Report of Contributors on SDF 6;

(e) assess progress on the SDF 6 Action Plan as oditimehe Resolution and Report of
Contributors on SDF 6;

() report on the progress of efforts to expand CDBosrbwing and non-borrowing
membership and to ensure additional contributiorSRF (U);

(9) identify any lags in the implementation of (d) fbgbove, and the potential impact on the
success of SDF 6; and

(h) make recommendations on any operational adjustmevitiech may be required to
ensure the achievement of SDF 6 objectives.

METHODOLOGY

The methodology for this Mid-Term Review @FS6 had five components:

1.

A profile of activities and achievements under S@I and SDF 6 in particular. This
profile will describe the status of SDF 6 fundingdaactivities and expectations for the
remainder of Cycle 6. We will examine data on kand grants, and will distinguish
between different types of loans and different gaties of grants. Set-aside funding for
special purposes will be examined, with particid#tention to the Basic Needs Trust
Fund (BNTF).

A report on performance against the milestoneseagnéth Contributors.

An examination of operational aspects of CDB’s waith SDF (U) funds, and, in so far
as it is possible within the scope of the studgponemendations to improve efficiency
and effectiveness in the remainder of the Cycle.

A brief examination of the strategic context of tB®F (U), including the relevant
development trends in the Caribbean and broad drémcconcessionary funds of the
Multilateral Development Banks (MDBSs).

On the basis of all of the above, recommendation€DB regarding efficiency and
effectiveness in the remainder of the SDF 6 cyahel suggestions as input to the SDF 7
replenishment discussions.
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2. THE UNIFIED SPECIAL DEVELOPMENT FUND

2.01 This Chapter describes the financial and djpea status of SDF 6. It does not address
commitments and issues. The latter are covereddoeeding Chapters.

2.1 SDF (U) RESOURCES AND PROGRAMME

2.1.1 The SDF 6 planned programme expenditures 287.% million (mn) are financed by
contributions of $156.7 mn from Contributors and@ $/mn that is internally generated. The diffeeenc
($23.3 mn) is being financed year-by-year by incofrem the accelerated encashment of SDF
Contributors’ (mainly Canada) demand nates.

Status at December 2006

2.1.2 The SDF 6 2006 Annual Reporstates that SDF loans outstanding at the end of
December 2006 amounted to $363.3 mn ($11.2 mré6 Bore than a year earlier). The money-markets
investment portfolio of SDF funds grew substangidtom $80 mn at the end of 2005 to $114.8 mn in
December 2006, due to the accelerated encashmdan@tnd notes (Table 2.1).

TABLE 2.1: SDF (U) FINANCIAL SUMMARY, 2003-2006

(USD mn)
Financial Indicators 2003 2004 2004 2006
Loans Outstanding (Net) 318.9 335.9 352.] 363.8
Cash and Investments 6b.2 66.7 80 114.8
Loan Income 716 7|8 8.1 8.2
Investment Income 1.0 1.1 1.6 4.6
Administrative Expenses 9.0 D.3 9.7 9.6
Net Income 2.8* (0.%) 0.0 3.]

Net income for 2003 includes a foreign excharaja gf $3.2 mn
Source: CDB, SDF 6 Annual Report 2006

2.1.3 In 2006, the Fund generated a net incomedf Bin. This increase over 2005 resulted mainly
from a large increase in CDB’s money-market investin portfolio coupled with improved
investment returns. Cash and investments in 2086 gy $34.8 mn, generating increased revenues of
$4.6 mn. There was a marginal increase in loapnre of $0.1 mn while administrative expenses
decreased by $0.1 mn.

Financial Projections

2.1.4 TheSDF 6 2006 Annual Repowdtates that the loan portfolio is expected to gro@am
$363.3 mn in 2006 to $428.5 mn in 2009; and todyehnual income rising to $10.3 mn in 2009 (see
Table 2.2).

2.1.5 The money-market investment portfolio is restied to average $125 mn during 2007-09.
Principal repayments on SDF loans are projectduet$13.7 mn (2007), $16.2 mn (2008) and $16.1 mn
(2009). Net income from all sources is projectedrise from $4.4 mn in 2007 to $5.2 mn in
2009.
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TABLE 2.2: PROJECTED FINANCIAL RESULTS, 2007-2009

(USD mn)
Financial Indicators 2007 2008 2009
Long-term Loans 3788 400.5 428.5
Cash and Investments 123.8 127.0124.2
Loan Income 913 9|7 10.3
Investment Income 5.0 5.4 5.4
Administrative Expenses 9.9 10.2 105
Net Income 44 419 5.2

Source: CDB, SDF 6 Annual Report 2006
Programme

2.1.6 The overall SDF (U) programme is funded tgfoaontributions, loan repayments (principal and
interest) and income from short-term money-marketestments. SDF 6 Contributors approved a
programme amounting to $257.5 mn, although it watsfully funded. There was a “structural gap” of
$25.1 mn, which is being funded on a year-by-yessid by income from accelerated encashment of
Contributors’ promissory notes (see Table 2.3).

TABLE 2.3: SDF (U) RESOURCES AND PROGRAMME LEVELS, CYCLES 1-6

(USD mn)
Resources SDF 1 SDF 2 SDF B SDF|4 SDH5 SDK 6
Contributions (New and b/f) 1711 981 123.4 124.8 925 156.7
Net Income and Reflows 9. 19(8 344 48.3 M9  577.
Unallocated Gap (at June 2007) 23.3
Programme Target Levels 180.8 107.9 157.§ 173.1 167|14 25715
Loans 124.4 154.7 90.L 127 111.8 166.5
BNTF 5 15 18 32 39
Other Grants 5.1 5.Y 8. 18}3 14.1 59

Source: CDB Corporate Planning Division (CPD), R0OQ7

2.1.7 The 2006 SDF Annual Report notes that thecsme programme level for SDF 6 was $89.6 mn
for country allocations (net of the original finamg gap of $25.9 mn) and $142 mn in set-asides for
grants in targeted areas (see Table 2.4). By rieo€& 2006, CDB had approved $68.3 mn in loans and
grants (26.5% of the SDF 6 programme). This ameoniprised loans of $56 mn and grants of $12.3
mn. Loan approvals included $28.6 mn (32% of titkcative country loan allocations) plus $27.4 mn
(60% of the $45 mn set-aside for loans) to suppowntries in fiscal distress and fund disaster
mitigation/rehabilitation projects.

2.1.8 To June 2007, the main beneficiaries of lagyEoved from the indicative allocations in SDF 6
were Grenada ($13.4 mn), Guyana ($10 mn) and thiesTand Caicos Islands ($2.5 mn). The total value
of loans approved for Grenada exceeded its $5.#hdicative allocation as CDB responded to the needs
created by Hurricane IvanThe loan to Turks and Caicos Islands for low-meomortgages and student
loans also exceeded that country’s indicative alion of $1.5 mn. The total set-aside allocatiédn o
$142 mn included $45 mn for natural disaster mitagerehabilitation loans, and assisting countiies
fiscal distress, $27 mn for loans and grants t@eutpCDB’s initial programme in Haiti and $70 mrr fo
other grant funding.

2.1.9 CDB made grants to BNTF beneficiary countaird Haiti for TA (regional integration, regional
public goods (RPGSs), such as the environment, iargkgneral, to support MDGs). The loans and grants
approved in 2005-2006 from the set-aside allocattotaled $39.8 mn. Loans for disaster mitigatiod
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fiscal distress amounted to $27.4 mn and includadd to Belize ($10 mn), St. Kitts and Nevis ($8,mn
Grenada ($7.9 mn), and Barbados ($0.5 mn).

TABLE 2.4: SDF 6 ALLOCATIONS AND 2005-06 APPROVALS

Balance
Group 1 Countries Allocationn % Approvals| Available
Bahamas None None
British Virgin Islands None None
Cayman Islands Nophe Ngne
Group 2/3 and 4 Countries
Anguilla 3,46 1.3 3d0 3,160
IAntigua and Barbuda 2,262 0.9 2,262
Barbados - - - 0
Belize 7,256 2.8 - 7,2%6
Dominica 8,404 3.3 550 7,864
Grenada 5,716 2.2 13,440 (7,724)
Guyana 22,906 8.9 10,000 12,906
Jamaica 13,393 5.2 1,160 12,233
Montserrat 2,507 1.0 - 2,507
St. Kitts and Nevis 3,562 1.4 600 2,962
St. Lucia 10,841 4.2 - 10,841
St. Vincent and the Grenadines 7,810 3.p - 1,810
Turks and Caicos Islands 1,451 0.6 2|500 (1/049)
Trinidad and Tobago - - - -
Sub-total Country Allocations 89,568 34.8 28,550 6118
Total Set-Asides* 142,0‘1)0 55.1 39,788 102212
Total 231,568 - 68,338 163,280
Structural Gap 25,982 10.1
Approved Programme Level 257,500 100.0

* For disaggregated figures for “set asides” seglda.16
Source: CDB CPD, June 2007

2.2 SDF 6 COMMITMENT AUTHORITIES AND USE OF FUNDS

2.2.1 The 2006 SDF Annual Report stated that, atethd of 2006, pledges received from existing

Contributors amounted to $156.7 mn, $1.4 mn lean the forecast at the end of 2005. Net income to
December 31, 2008 is projected to increase frori #& to $12.4 mn due to higher investment yields
and the expanded investment portfolio. Committabources projected to 2008 stand at $234.2 mn,
compared with the previously projected $231.6 n8DF (U) commitment authorities are projected to

remain positive during 2006-2008. Authorities sihewn in Table 2.5.
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TABLE 2.5: SDF (U) COMMITMENT AUTHORITY AND USE OF FUNDS

(USD mn)
Actual Projected

2005 2006 200 2008 2005-08
Commitment authority at beginning of period 5.0 (1.5) 26.4 4.3 5.0
Net income 0.0 3.1 4.4 4.9 124
Repayments 14.4 15.8 13.7 16.2 60.1
Commitment authority from new contributiois 11.0 45.4 55.6 44.7 156.7
Approvals for SDF Loans 26.3 29.7 41.8 47.0 144.8
Approvals for SDF Grants (Excl. BNTF and Haiti) 5.6 6.7 12.0 8.0 32.3
Approvals for BNTF and Haiti 42.0 9.0 51|10
Commitment authority at end of period (1.5) 26.4 4.3 6.1 6.1

"New contributions exclude the amount of the stmadtgap and contributions from Suriname
Source: CDB CPD, 2007

2.3 SDF TERMS OF LENDING AND REFLOWS

2.3.1 CDB net income from loans, 1984 to (May) 200@s $445.1 mn. (Table 2.6) Of this, 11.2%
was from SDF loans.

TABLE 2.6: CDB IN COMEI 1984 TO MAY M
SDF 1 SDF 2 SDF 3 SDF 4 SDF 5 SDF 6
ltem 1984-87| 1988-91| 1992-95| 1996-00( 2001-04| 2005-06 Total
Total Income 121.6 168.2 157.5 2326 2121 130.3 1,022.3
Total SDF Income 12.0 254 276 44.2 36.4 225 70.1
% of SDF to Total 9.9 15.1 175 199 171.2 1r.3 6.61
Net Income
Total Net Income 28.4 93.p 84|8 114.9 8y.1 345 445.1
Total SDF Net Income 4.y 1413 95 13.6 4.7 3.2 0.04
% of SDF to Total 16.3 15.4 11)2 11.6 5.4 D.3 =211

Source: CDB CPD, June 2007

2.3.2 SDF lending terms vary according to countguging. The lending terms to be applied in SDF 6
are shown in Table 2.7. In SDF 6, Grenada wileree Group 4 country terms to help it recover from
hurricane losses.

TABLE 2.7: LENDING TERMS, MEMBER COUNTRY GROUP

Maximums
Country Group Interest Rate | Grace Period | Maturity | Grant Element
1 5.0% 5 10 30.8%
2 4.0% 5 25 46.6%
3 2.5% 10 30 66.3%
4 2.0% 10 30 70.7%
Regional 2.5% 7 25 61.3%

Source: CDB CPD, July 2007

TABLE 2.8: EFFECTIVE INTEREST RATES BY SOURCE OF L OAN FUNDS

Source of Loan Funds
Cycle and Year Ordinary Capital Special Development
Resources (OCR) | SDF (U) [Funds (Other) SDF (O)
SDF 62006 6.1% 2.29% 2.4%
2005 5.9% 2.37% 2.4%
SDF 52004 5.6% 2.40% 2.4%

Source: CDB Annual Reports and CDB CPD, July 2007
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2.4 SDF (U) LOAN APPROVALS AND DISBURSEMENTS

2.4.1 From 1984 to 2006, CDB approved $2.14 billfbn) in loans. Of this, about 30% was from
SDF (U) funds (Table 2.9 and Figure 1). In thetfatecade (1984-95), the proportion of SDF (U) fund
was much higher. In the second decade, the piopdras been stable at about 20%.

TABLE 2.9: CDB LOAN APPROVALS AND DISBURSEMENTS, 1984-2006
(USD mn)

SDF 1 SDF 2 SDF 3 SDF 4 SDF 5 SDF 6
1984-87| 1988-91| 1992-95| 1996-00| 2001-04| 2005-06( Total

Loans Approved

Total Approvals 190.6 297.p 2367 623.5 515.0 5.27 2,138.2
SDF (U) Approvals 121.7 1445 9011 132.1 111.8 6.08 656.2
% of SDF (U) to Total 63.9 48.6 38|1 21.2 21.7 0.32 30.7
SDF (U) Cumulative Approvals 1217 266[.2 356.3 488. 600.2 656.2
Loans Disbursed
Total Disbursements 1512 259.5 222.0 425.1 H96. 273.7| 1,927.9
SDF (U) Disbursements 553 120.1 70.8 95.7 135.4 124.4 601.7
% of SDF (V) to Total 36.6 46.8 31{9 225 227 5.54 31.2
SDF (U) Cumulative Disbursements 55.3 175.4 246.2 41.1 477.3 601.7

Source: CDB CPD, May 2007

FIGURE 1: CUMULATIVE SDF (U) LOAN APPROVALS AND DI _SBURSEMENTS, SDF (U) CYCLES 1-6
(USD mn)

700
600 .//.
/é

400 / / —&— Approvals

300 —— Disbursements
200 / /./

2.4.2 In 2005 and 2006, disbursements from spéarads were about 27% of all disbursements by
CDB. This was a similar proportion to the averagess SDF 4, 5 and 6 (Table 2.10).
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TABLE 2.10: LOAN DISBURSEMENTS BY FUND AND BY YEAR
OCR| SDF(U) SDF(O) OSFH  Total
SDF 6 2006 84,481 26,962 309 5,302 117,054
2005 93,928 30,221 88 3,834 128,071
SDF5 2004 170,949 32,602 6,034 12,585 222,171
2003 79,690 31,485 1,799 3,572 116,546
2002 74,010 33,592 2,938 3,728 114,268
2001 62,047 37,700 2,234 4,285 106,267
SDF 4 2000 66,986 24,596 349 2,263 94,194
1999 79,764 20,105 528 3,436 103,833
1998 64,11 15,233 57 4,314 83,722
1997 37,3504 21,329 163 2,028 60,873
1996 29,066 14,392 5270 429 44,414
Totals 842,391 288,216 15024 45,778 1,191,413
% 70. 24.2 1. 3. 100.4

2.5 SDF PORTFOLIO

2.5.1 SDF (U) operations over the period 1970-28pproved a total of $656.4 mn in net loans and
$132.6 mn in net grants. In May 2007, CDB helaé&fplio of outstanding loans totaling $919.5 nfof
this, approximately 40% was SDF funds (See Taldl)2.

2.5.2 The SDF loan portfolio has increased morahapver time than the OCR loans portfolio — by
6.55 times compared with 2.88 times in approxinya®€l years (1987 to 2007). One factor is that SDF
loans tend to be longer term than OCR and theref@rortfolio tends to be larger over time foriveg
amount approved.

TABLE 2.11: CDB LOAN PORTFOLIO, OCR AND SDF, BY SELECTED YEARS, 1987-2007
SDF1| SDF2| SDF3| SDF4| SDF5 SDF 6

Loans Outstanding 1987 1991 1995 2000 2004 | May 2007
OCR Loans Outstanding

SDF Loans Outstanding 555 164.5 207.4 257.6 385.0 363.3
Total Loans Outstanding 319/4 494.4 548.0 701.6 60D 919.5
% of SDF (U) to Total 17.49 33.1% 38.2M6 36.1% 31.6% 39.5%

Source: CDB CPD, June 2007

2.6 SDF GRANTS AND LOANS, BY CYCLE AND COUNTRY

2.6.1 CDB’s TA approvals were approximately $6.5 pam year in 1996-1999 to $6.1 mn in 2000-
2004. The number of TA interventions at the regloor sub-regional level rose from an average of
16 per year to an average of 22. The averageddizegional/sub-regional TAs declined sharply to
$105,0083, in some cases much less, and the avéyageuntry-specific TAs declined marginally to
$270,000:

2.6.2 SDF grant disbursements have been, on ave$asie of all SDF disbursements (Table 2.12).
The most active period for grants was 1992-95, wgrant disbursements were approximately 15% of the
total.
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TABLE 2.12: SDF LOAN AND GRANT DISBURSEMENTS, 19842008

(USD mn)
SDF §
Disbursements SDF1 SDFZ SDF3 SDF4 SDF §(estimated] Total
Loans 55.33 120.10 7082 95/65135.3 124.38 601.67
Grants 7.06 519 12,60 11)61 10.12 9.54 56.12
Total 62.39 12529 83.42 107]27145.5 133.92 657.7¢
% grants 1113 411 15.1 10.8 .0 7.1 8.5

Source: CDB CPD, June 2007

2.6.3 About one-third of SDF grants have been reiovith Guyana receiving approximately 17%.
No other country received more than 10% - the closeas Belize with 8.1% of SDF grants (See
Table 2.13).

TABLE 2.13: SDF LOAN AND GRANT APPROVALS, BY COUNT RY, 1970-2006
usD %
Country Loand Grants Tota| Loans Grants| Total
Anguilla 9,612  g28  10,24( 1.5 075 1.3
/Antigua and Barbuda 11,688 g4 12,492 1.4 0.6 1.6
Bahamas 1,602 672 2,274 02 05 0.3
Barbados 5,688  g53 6,541 09 0.7 0.4
Belize 62,009 10,383 72,392 94 8.1 9.2
British Virgin Islands 10,705 578 11,283 1.6 0.5 1.4
Cayman Islands 4,470 144 4,614 07 0.1 0.4
Dominica 68391 7200 75591 104 5.4 9.4
Grenada 85,896 8,234 94,132 13.1 6.9 12.0
Guyana 121,290 21 579 142,869 1853 16.9 18.2
Jamaica 78,843 4379 83222 120 34 106
Montserrat 7,984 3694 11673 1.4 29 1.5
St. Kitts and Nevis 57,803 6,118 63,921 8.4 4.9 8.2
St. Lucia 57,791 gs511 66,302 84 6.7 8.5
St. Vincent and the Grenadines 46,177 7,948 54,125 7.0 6.2 6.9
Trinidad and Tobago 5,218 336 5554 08 0.3 0.7
Turks and Caicos Islands 12,226 2,315 14541 1 ¢ 1.4 1.9
Regional 9,018 43,121 52,139 14 33.9 6.7
Total 656,411 127,499 783,910 100.0 100.¢ 100.0

Source: CDB CPD, June 2007

2.7 CONTRIBUTIONS TO SDF (U)

2.7.1 All CDB member countries, regional and nogigeal, borrowing and non-borrowing, have
contributed to SDF (U). In nominal dollars, Cobtriors have paid or pledged $766.5 mn to SDF (U)
(See Tables 2.14 and 2.15).

TABLE 2.14: CONTRIBUTIONS TO SDF (U) BY CATEGORY OF MEMBER —SDF 1 TO 6

(USD mn)
Category SDF1| SDF2] SDF3 SDF4 SDF5 SDH6 Totals%
Borrowing Members 10.4 104 1914 19.6 25.4 36.1 .321 16
Other Regional Members 10J0 6,7 13.0 D.0 0.6 102 056 8
Non-regional Members 145.)7 7610 82.0 89.8 57.5 410.561.4| 73
Non-Members 5.0 5.4 7.0 63 (0]{0] a.0 23.3 3
Totals (Nominal dollars) 171.1 981 1234 124.7 59p. 156.7 766.5 10(

Source: CDB CPD, 2007
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TABLE 2.15: CONTRIBUTIONS TO SDF (U)®
($'000)

SDF1 | SDF2 | SDF 3| SDF 4| SDF5 | SDF 6
1084-87 | 1088-91]1992-05 1995-0¢| 2001-04/2005-0g > 176 1984-2008
Regional Members: BMCs $ % | %
Trinidad and Tobago 2,500 2,50¢ 3,850 3,85p 5,000 7,500 25,200 20|8 3.3
Jamaica 1,400 1,400 3,87( 3,85p 5,000 7,500 23,020 19j0 3.0
Guyana 1,400 1,40¢ 2,16( 2,16p 2,810 4,215 14,145 11|7 18
Bahamas 1,400 1,40¢ 2,16( 2,16p 2,810 4,214 14,144 11|7 1.8
Barbados 1,400 1,400 2,16( 2,16p 2,810 4,210 14,14p 11f7 1.8
Belize 250 25( 650 65 840 1100 3,74p 31 0|5
St. Kitts and Nevis 250  25(Q 650 65 840 1100 3,74p 31 0|5
St. Lucia 250 25( 650 65 84Q 1100 3,74p 31 0|5
St. Vincent and the Grenadines P50 263 650 65 840 1109 3,758 31 0}5
Dominica 250 25( 650 65 84(Q 84Q 3,480 29 05
Grenada 250 25( 650 65 84(Q 100 2,740 283 04
Antigua and Barbuda 2p0  25( 162 25 320 42Q 1,652 14 0)2
Anguilla 10 100 25( 25 320 420 1,440 1p 0J2
Turks and Caicos Islands 100 10d 25( 25 32( 420 1,440 1p 0)2
British Virgin Islands 100 10(¢ 25( 25 32( 420 1,440 1p 0)2
Montserrat 100 10(¢ 250 25 320Q 42Q 1,440 1p 0f2
Cayman Islands 100 10( 150 25 320 42Q 1,340 140 0)2
Haiti 650 65 0p 01
Sub-Total 10,350 10,36 19,412 19,580 25,390 36,149121,244100.0 15.8
Regional Members: Non-BMCs
Colombia 5,000 3,333 5,000 3,000 3,60¢ 3,600 23,533 389 3.1
Mexicd® 5,000 3,000 3,000 3,00p 14,000 23.2 1.8
Venezuela 5000 3,333 5,000 3,000 3,000 3,600 22,933 37.9 3-C
Sub-Total 10,000 6,666 15,000 9,000 9,600 10,200 60,46800.0 7.9
Non-Regional Members
Canada 60,865 15,000 20,000 16,800 25,203: 44,000181,865 32.4 2B.7
United Kingdom (UK) 42,823 15,000 20,000 16,800 25,200 44,000163,823 29.2 21.4
Francg™memper untl October 2000) 21,000 10,000 14,000 11,760 56,760 10l 7/4
Italy 21,000 10,000 14,000 8,660 3,145 5,008 61,808 11.0 8.1
Germany - 26,000 14,000 11,760 - 12170 63,930 11}4 8.3
Ching{°ned in 19%) . . { 24,000 4,000 5,200 33,200 59 43
Sub-Total 145,688 76,000 82,000 89,780 57,54% 110,37861,386100.0 73.3
Non-Members
Netrerlands 5,00 5,00 7,00 6,30 23,300 3.0
Sub-Total 5,000 5,00( 7,000 6,300 0 g 23,300 3.0
Totals 171,0343 98,029 123,412 124,660 92,53% 156,72266,396 100.(

Source: CDB, CPD, May 2007

Notes: 1. $ net of transfers from earlier SDF ¢Wjles and adjustments, at exchange rates at tiptyyment.
2. The SDF 1 contributions include amounts oriiyneontributed to earlier special funds.

3. Mexico's contribution in 1984 and 1988 ($5md &8.33mn) was to 'SDF Other' [SDF (O)].
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2.7.2 Regional borrowing members have contributed®% of the total in all six SDF (U) cycles.
Regional non-borrowing members have contributeduibalf that amount (7.9%). In total regional
members have contributed a little less than onetguaf SDF (U) funds. Non-regional members have
contributed about three quarters of the funds (sdmae more than that if one were to include SDF (O)
contributions and Canada’s separate bilateral iburion to the BNTF at the time of the SDF (U) Gyél
replenishment negotiations). Canada has been theskacontributor to SDF (U) (23.7%), followed by
the UK (21.4%). Italy, Germany and France havedrdmuted similar amounts (7.5% to 8.5%).

Growth in SDF (U) Contributions

2.7.3 The initial contributions to SDF (U) in 198#&re far larger than any subsequent replenishment.
Most of the funds came from non-regional count(esout $151 mn of the $171 mn total). Regional
BMCs and regional non-BMCs both contributed apprately $10 mn. Over time, the BMCs have
increased their nominal-dollar contribution by mdhan three and one half times (to $36.149 mn in
SDF6). The regional non-borrowers have not incredlseit contribution in nominal dollar terms, which
means that it has decreased substantially in condtdlar terms.

2.7.4 Total contributions in SDF 2 were approxirhai¥ % of the amount in SDF 1. Part of difference
was transfers from previous funds. In the next tywoles (SDF 3 and 4), contributions were stabla at
slightly higher level ($123.5 mn to $125 mn, nontiindn SDF 5 contributions dropped sharply because
three countries that had previously been significantributors did not contribute. (France, Germang

the Netherlands). Subsequently, in SDF 6, totatrdmutions expanded as a result of increaseseén th
contributions of regional BMCs, and Canada and.tKe

2.7.5 Overall, there has been an uneven pattemnmaofest growth in SDF (U) contributions in the
second to sixth cycles, after a substantial dromfthe inaugural contributions level.

2.8 SDF (U) RESOURCE ALLOCATION

2.8.1 At the time of SDF 5 replenishment negotragion 2000, CDB and Contributors agreed to
introduce a new approach to allocating SDF (U) weses among member countrfesThe main
innovations in the new system were (a) that itates according to a transparent formula; andh@) t
the formula contains both country need and coupérformance variables. By introducing a “country
performance” dimension, CDB intended to provideemmives for good performance. An allocation is
made at the beginning of each SDF (U) cycle anideevat the mid-point.

2.8.2 In total, SDF 6 programming included $121 fior normal lending operations, inclusive of a
tentative provision of $6 mn for lending throughdncial intermediaries in Haiti. In addition tcesffic
allocations for loans to member countries, CDB seige certain SDF (U) funds for grants for special
purposes. The set-asides for grants total appadeiy $91 mn. This includes $32 mn for BNTF in
support of poor communities, and $18 mn for TA ¢gdSee Tables 2.16 and 2.17).

2.8.3 In SDF 6, CDB formally allocated approximgt€l0% of funds as loans and 40% as grants

(although the actual disbursement expectation ifantg is only about 7% of total disbursements, esttbj
to the design of the new BNTF after the currentuwation) (See Table 2.12).
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TABLE 2.16: SDF 4-6 RESOURCE ALLOCATIONS

(USD’ 000)
SDF § SDF § SDF 6 Total Initial

SDF 4 Initial Initial Revise( Initial |  Allocations % Total
Country Allocation| Allocation| Allocation| Allocation (SDF 4-6) Allocationsg
Anguilla (Grp 2) 2,00( 5,010 2,742 3,460 10,470 3.42
Antigua and Barbuda (Grp 2) 4,000 2,480 1,76( 2,26p 8,742 2.85
Barbados (SDF 4 Grp 1, SDF 5 & 6 Grp 2) 1000 @,42 1,00( 4,420 1.44
Bahamas (Grp 1) 1,00( ( 0 1,000 0.33
Belize (Grp 3) 10,00 10,810 6,10( 7,256 28,066 9.16
British Virgin Islands (SDF 4 Grp 2, SDF 5 Grp|1) 2,00( ( 0 2,000 0.6p
Cayman Islands (Grp 1) 300 0 0 30( 0.1D
Dominica (Grp 3) 11,00 5,970 8,76( 8,404 25,374 8.28
Grenada (Grp 3) 11,00§ 5,610 7,841 571p 22,326 7.28
Guyana (Grp 4) 12,00 21,540 25,378 22,906 56,446 1842
Haiti (FI) 6,00( 0.0p
Jamaica (Grp 3) 19,20 12,300 8,274 13,398 44,893 1465
Montserrat (Grp 3) 6,20( 3,480 3,48( 2,50[ 12,187 3.58
St. Kitts and Nevis (Grp 3) 7,400 3,660  7,40( 3,56p 14,622 4.7
St. Lucia (Grp 3) 11,00 9,130 10,03% 10,841 30,971 1011
St. Vincent and the Grenadines (Grp 3) 11,000 7,300 6,50( 7,81p 26,110 8.52
Trinidad and Tobago (SDF 4 Grp 1, SDF 5 Grg 2) oa,7 3,770 1,00( 5,470 1.78
Turks and Caicos (Grp 2) 3,200 2,440 1,43( 1,451 7,091 2.31
Total Country Allocations (Loans) 114,000 96,920 91,70 95,568 306,488 100.0(
Unallocated 12,00 12,000
Loans - Disaster Mitigation and Fiscal Distress 15,00( 18,00 45,000 60,000
Regional Projects 4,00( 5,000 9,00
Total Loans 130,000 116,940 109,700 140,548 387,4B8
Grants
Haiti [BNTF-$19m, TA-$2m, FB6m] an
Suriname (SDF 5) 10,000 5,00( 21,000 31,000 16.904
Disaster Response 8,00( 8,000 4.37
Regional Integration and RPGs 4,00( 10,000 19,000 1038
Project Training 1,00( 2,00( 3,000 1.64
Caribbean Technological Consultancy Sery
(CTCS) 4,00( 5,000 2.73
Economic Research 1,00(¢ 0.0(
MDGs 4,00( 4,000 2.19
BMC Capacity Building TA (Excl. Haiti) 9,000 12,00 15,00 10,000 31,000 16,94
BNTF Excluding Haiti 18,000 32,000 32,00$ 32,000 82,000 44181
Total Grants (Excluding Haiti) 30,00( 54,000 56,00(*) 91,000 183,000 100.0(
Total Funding 160,000 170,920 165,700 231,568 570,488
Structural gap 25,932
Total programme 160,000 170,920 165,700 257,500 588,4R0

Source: CDB, CPD, May 2007

-13-



SDF 6 MID-TERM REVIEW

TABLE 2.17: SDF 4-6 RESOURCE ALLOCATIONS AND UTILI SATION

($'000)
Disbursement
Total Initial | during SDF 4-6
Allocationg (To Dec. 31
Country (SDF 4-6 2006) 9% Disbursed
Anguilla (Grp 2) 10,47 2,056 19(6
Antigua and Barbuda (Grp 2) 8,742 4,091 6.8
Barbados (SDF 4 Grp 1, SDF 5 & 6 Grp 2) 41420 8,66 37.7
Bahamas (Grp 1) 1,00( 0.0
Belize (Grp 3) 28,06¢ 20,150 718
British Virgin Islands (SDF 4 Grp 2, SDF 5 Grp 1) 2,00( 1,45f 7219
Cayman lIslands (Grp 1) 300 74 26.8
Dominica (Grp 3) 25,374 31,272 1232
Grenada (Grp 3) 22,326 13,600 60|19
Guyana (Grp 4) 56,44¢ 54,889 97|12
Haiti (FI)
Jamaica (Grp 3) 44,893 25,148 5610
Montserrat (Grp 3) 12,187 3,358 27{5
St. Kitts and Nevis (Grp 3) 14,622 19,430 182.9
St. Lucia (Grp 3) 30,971 15,169 490
St. Vincent and the Grenadines (Grp 3) 26,110 5,69 60.]
Trinidad and Tobago (SDF 4 Grp 1, SDF 5 Grp 2) 76,4 50( 9.1
Turks and Caicos (Grp 2) 7,091 5,501 T7.6
Total Country Allocations (Loans) 306,488 214,0%1 69.9
Unallocated 12,00( 0.p
Loans - Disaster Mitigation and Fiscal Distress 0,06( 6604{L 110j1
Regional Projects 9,00( 548J 610
Total Loans 387,488 285,579 73.1
Grants
Haiti [BNTF$19m, TA-$2m, FB6m] and Surinan
(SDF5) 31,00( 0.p
Disaster Response 8,00( 0.0
Regional Integration and RPGs 19,000 0.0
Project Training 3,00( 639 2113
CTCS 5,00( 0.0
Economic Research
MDGs 4,00( 182 46
BMC Capacity Building TA (Excl. Haiti) 31,000 0.0
BNTF Excluding Haiti 82,000 6,865 8.4
Total Grants (Excluding Haiti) 183,00 7,68p 4.2
Total Funding 570,488 0.p
Total programme 588,420 293,265 49.9

Source: CDB, CPD, June 2007

2.8.4 The TA category includes capacity buildingBkICs (including new members), project cycle
training and CTCS; $4 mn for special support fonitaring progress towards MDGs; $10 mn in support
of regional integration and facilitating the praeis of RPGs; $8 mn as a provision for disasteraasp;

and $19 mn for Haiti. The Haiti set-aside includedentative provision of $15 mn for BNTF-type
programming and $4 mn for CDB’s administrative exges. There was an allocation of $45 mn as a
provision for loan funding for natural disasterigétion and rehabilitation and countries in fisdasiress.
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2.8.5 In 2006, CDB commissioned an independenevewf the SDF (U) resource allocation system
and tabled the results of that review at CDB’s 2B8@iiual Meeting.

2.8.6 The main recommendation of that review was ith SDF 7 country performance scoring as the
basis of the allocations should be undertaken witire senior leadership and in a somewhat more
collegial manner, that the portfolio performanceiaale in the allocation formula be reformed, ahdtt
reallocations by formula be more frequent to heipichad hoc adjustments.

2.8.7 Haiti was not included in the performanceeallocation system. Instead it received a fixed
allocation. Haiti has a much larger populatiomthay other BMC. Nevertheless, this will not affits
allocation as much as one might expect, given ¥pomential allocation formula presently used by the
Bank. The exponential relationship between thecalion and population means that increases in
population are less and less influential at théndiigend of the population scale. In contrast, siesy
such as the Inter-American Development Bank’s (IDBhere the relationship between resources and
population is linear, would give Haiti a larger shaf SDF (U) resources.

2.9 OTHER SDF (U) FINANCIAL MATTERS

Blending and Interest Subsidisation

2.9.1 CDB frequently blends ordinary capital furwiith SDF funds in a single loan. The average
proportion of SDF funds has been about 30%. In $Dfexcluding loans that were entirely SDF

financed, the blend of ordinary capital and SDF m®non average, has been 55% to 45%. The
percentage of loans approved in 2005 or 2006 thdtkhended financing was 33% by number and 39%
by dollar amount. There are two reasons for blending: first, soompmonents of a project may be more

appropriately financed by Ordinary Capital Resosir@@CR) and some by SDF; and second, blending
lowers the average interest rate to the borréwer.

Interest Subsidisation Fund (ISF)

2.9.2 In 2007 CDB instituted an ISF. The Fund Wil used to reduce OCR loan interest rates by
approximately 2% or 200 basis points to certairnvingéndebted middle-income BMCs, for projects with

a strong poverty reduction foclisThe interest rates on a blended loan then wilh bveeighted average
rate (4% for the OCR funds and for a variable fatehe SDF funds depending on the country group).
The net effective rate will depend on the SDF eséerates (See Section 2.9.5) and the proportibns o
OCR and SDF funds in the blend.

2.9.3 The policy rationale for ISF is that it witduce the debt burden for BMCs in fiscal distfess.
The actual impact on debt burden will depend onlibeowing behaviour of BMCs in response to
cheaper loans. CDB began this initiative in thatert of increasing interest in helping countrigghw
severe debt problems, especially for projects thablved regional or global public goods (such as
control of HIV/AIDS and highly pathogenic avianluénza), or accelerating the attainment of MDGs.

2.9.4 Many innovations in blending have been predosicluding parallel financing, pooled financing,
blending bilateral grants with MDG loans (buy-dowis tailor financing to a target level of
concessionality), direct debt service buy downsjodayuarantees of MDB exposure, multi-donor trust
funds, and single-donor debt service trust fdndghe CDB ISF is an example of the latter. Howeire

the case of ISF, the impetus for the new initiatisges provided by two additional factors, the slaavgh

in CDB'’s loan portfolio and the debt crisis in sedeBMCs. The public debt to Gross Domestic Produc
(GDP) ratio in several countries, including the @nvigation of Eastern Caribbean States (OECS), is
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unsustainable. Among OECS countries, it averabgesatal 13% (2003). Assuming average growth rates
of 2.6% (the average for the 1998-2003 period),réagiired fiscal adjustment to achieve a debt td>GD
ratio of 60% by 2008 (reflecting a primary surptisl2.2%), would amount to 14% of GDP. [See World
Bank (WB)“ In the pilot phase of ISF, Group 3 countries aligible for ISF resources, with the
exception of Jamaica (which was regarded as patbhntoo large a borrower for the limited ISF fuhds
and Montserrat (which is receiving only SDF fundingThe eligible countries are therefore Belize,
Dominica, Grenada, St. Kitts and Nevis, St. Luci &t. Vincent and the Grenadines. However,
eligibility for policy-based loans (PBLs) and IS§-riot restricted.

2.9.5 It was proposed to use $11 mn from OCR plus $10rom SDF (out of the $47 mn set aside for
disaster mitigation including countries in fiscastdess). In February 2007, CDB’s Board of Diresto
approved the use of $10 mn of SDF funds in ISFjestiio concurrence of the SDF ContributbrsAt
the subsequent meeting of Contributors to SDF, heldCaracas, Venezuela, in May 2007, the
appropriation from SDF 6 resources was not approved

2.9.6 The ISF interest rate subsidy may be appbedvestment loans or to PBLsS. As each interest
payment becomes due, CDB will charge ISF for phathe interest payment (the interest subsidy pojtio
and the remainder will be billed to the borrower.

2.9.7 Total “subsidised” loan disbursements willoamt to $245.7 mn by 2017. With an assumed
return on ISF investments of 4% per annum and aidybate of 2%, the ISF will be adequate to suppor
the subsidy to 2012. The dollar value of the appations required to effect subsidisation for thi
maturity of the loans will be determined when thletpphase is reviewed at the end of year 2 - eind o
2008.

2.9.8 The projected net income reduction is ardb®@ mn in 2007, increasing to $-0.7 mn by 2012.
If the more attractive interest rate afforded by I8F results in increases in the volume of lo#ren the
reduction in OCR net income will be offset (pamywholly) by the increases in loan income. However
CDB assumes that there will be no incremental emee in loan volume as a result of the ISF. The
appropriation from OCR surplus and the reductio®®@R net income will impact on the OCR retained
earnings. By 2012, the retained earnings with 8fe i approximately $14 mn lower than the scenario
without ISF.

3. OPERATIONS

3.1 SECTORS AIDED BY SDF (U) FUNDS

3.1.1 SDF (U) loans have mainly been in three ssct(l) housing, health and education; (2)
transportation and communications; and (3) agticaltforestry and fishing. About half of net lodras/e
been in these sectdrs. An additional third have been “multi-sector ohet” TA grants are even less
comfortable with a traditional categorisation bygtee, 82.3% being “multi-sector or other”. The pait

of current loan commitments and disbursements uBB&r 6 appears to continue this trefid.

3.1.2 Another way to look at approvals by aredisugh the CDB'’s “poverty lens®. However, these
categories are so general that it is doubtful wérethey are much help in describing the alignmdnt o
resources and priorities; and some loans are r&theg fitted to lens categories. For example, PBte
classified under capacity enhancement and werbstantial part of commitments in that category. sMo
loan and grant funds go to capacity enhancemerd, amainly because it is here that the larger
infrastructure projects are classified; and todaPBLs (which form the largest single disbursenitenis

in 2005 and 2006).
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3.2 BNTF

3.2.1 The SDF 6 Contributors’ Report requested d-teim evaluation of BNTF 5, which is now
underway; that evaluation is expected to reportabe 2007. At the same time, CDB is presently
commissioning a study of maintenance of the corapl&NTF projects. This study will report in early
2008. There are several outstanding issues tasé thvaluations should addréss.

3.2.2 BNTF was established in 1979, with assistadnoe United States Agency for International
Development (USAID), to contribute to poverty redoie through small infrastructure works costingsles
than $0.5 mn, in poor rural communities (schootgds, drainage, and health facilities). It strésse
creating temporary employment for poor people. May 2007, BNTF has funded 1,756 projects from a
total allocation of $176.26 mn (Table 3.1).

TABLE 3.1.: BNTF FUNDS AND NUMBER OF PROJECTS FUNDED, BY CYCLE

(USD mn)

BNTF 1 BNTF 2 BNTF 3 BNTF 4 BNTF 5 Total | BNTF 6
Source of Funds (June 1979)| (April 1984) | (May 1992) | (May 1996) | (Dec. 2001)] BNTF 1-5 (2007)
USAID 18.50 19.70 1.38 39.58
SDF Grant to BNTF 08.0 08.50 15.90 18.00 32,00 5@1. 32.00
SDF Loan to BNTF 02.0( 02.00
Canadian Internationdl 26.30 26.30
Development  Agency
(CIDA) Grant to BNTF
BMC Grant to SDF 06.2% 07.93 13.00 2718
Total: 28.50 28.20 21.21 27.31L 71.30 176,56
Number of Projects
(1) Larger Projects* 100.00 276.00 175.00 210,00 4.00 905.00
(2) Smaller projects* 586.0D 265.00 851.00
Total: 100.00 276.00 175.00 796.00 409.p0 1756.00

Source: BNTF Programme, Social Sector Division (5SD
* Up to BNTF 4, smaller projects were defined a2&$00, and in BNTF 5 <$35,000. Larger projecteehaudgets greater than these amounts.

3.2.3 The first three phases of BNTF were cooréihaty the CDB’s Infrastructure Division and
implemented by the Public Works Departments of 1Beparticipating BMCs. In 1994, BNTF was
incorporated into the CDB Social Development Dimisi BNTF is now part of SSD of Projects
Department.

3.2.4 AMid-Term Review of BNTF 3oted that community consultation and involventesdded to be
strengthened. In Cycles 4 and 5 of SDF, BNTF s&@scommunity and social dimensions of
development, especially poverty reduction and sueéity. A “bottom up” approach to BNTF was
introduced, with greater beneficiary involveme®ignificant funding was set aside as an incentvbe
allocated towards the end of the cycle, dependmgonintry performance.

3.2.5 BNTF 4, starting in 1996, introduced sevamabvations including a provision for small project
grants, greater delegation of authority to locakls, the addition of a community mobiliser, andeav
provision to fund training for capacity and skiisvelopment including those of implementing agescie
and CDB. BNTF 5 was approved by CDB in 2001 arastantially supplemented by Canadian (CIDA)
funding in 2003. In total, its grant resources eviercreased from approximately $18.0 mn in BNTB 4 t
approximately $58.29 mn in BNTF 5 (CIDA contributagproximately $26 mn). These resources were
allocated among countries using the performanceebaBocation formula that CDB uses to allocate SDF
funds.
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TABLE 3.2: BNTF APPROVALS AND DISBURSEMENTS, JUNE 2003 TO MAY 2007

(USD)

Projects Amount %
Country Allocation | Commitments Complete | Disbursed | Disbursed
Belize 5,261,100 4,897,091 35 2,092,214 40
Grenada 2,721,945 4,237,886 05 1,137,095 42
Guyana 10,482,129 9,893,526 113 5,129,659 49
Jamaica 2,297,931 2,222,562 0] 1,954,472 85
St. Lucia 4,450,813 3,828,685 19 1,355,313 30
Dominica 2,904,418 931,851 31 376,348 13
Montserrat 1,685,712 968,310 01 352,732 21
St. Kitts and Nevis 1,782,558 823,530 07 208,911 12
St. Vincent and the Grenadines 3,539,529 847,045 03 166,022 05
Turks and Caicos Islands 1,194,250 795,544 03 32,47 02
Sub-Total (BMCs) 36,320,380 29,446,129 237 12,7934 43
Consultancy Services 8,153,621 2,309,141 1,418|511 61
Workshops, Training, CDBH 593,966 280,000 261,871 94
Supervision
Canadian Technical Cooperation Fund,2,548,276 992,437 274,940 28
Environmental Impact Assessment
(EIA)-Natural Hazard Impac
Assessment, Gender Assessment, Mid-
Term Evaluation
Management Information Systems, 2,225,517 1,399,799 1,380,304 D9
CDB Management and Admin.
Support
Coordination and Consultancies| 13,521,380 4,981,372 3,335,647 57
Sub-total
Unallocated incentive amount 8,448,216 0
Sub-Total Set-Asides
Grand Total 58,290,036 34,427,501 16,131,090 47

Source: BNTF Programme, SSD

FIGURE 2: BNTF APPROVALS AND DISBURSEMENTS, JUNE 2003 TO MAY 2007 (USD)
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Status of BNTF 5

3.2.6 There have been innovations in BNTF 5 inclgdbrmation of a Poverty Reduction Action Plan
(PRAP) for each participating BMC. PRAP is relatedthe CDB’'s CPAs and the country poverty
reduction strategies. BNTF also introduced nevarfial and administrative systems, expanded the
country Project Steering Committee to eight memivéts equal representation from the public sector
and civil society, and emphasised gender equaBi\.TF offices were removed from being embedded in
particular ministries and located in town centi@asgreater independence and easier public access.

3.2.7 A little less than half of BNTF 5 committedsources have been disbursed. There are large
differences from country to country in the rateutifisation of committed funds. For example, Jasaai
has utilised 85% of its available funding and Sthcént and the Grenadines have utilised 5%. Aelarg
part of the resource set asides for coordinatioth eonsultancies (67%) has been disbursed. The
unallocated incentive amount ($8,448,276) is talb@ated among countries during 2007 on the hsis
the findings of the evaluation that is presentlgemvay.

3.2.8 Emphasising a bottom-up approach to BNTFedas community interaction, but with rigorous
requirements for screening projects and contradtiegapproved work, has led to slow disbursement by
BNTF. However, on the other hand, there is antanting list of project proposals from the mosiwact
BMCs, for which funding is not available and whitherefore, must wait for BNTF 6, which is expected
to begin in the latter half of 2007.

3.2.9 CDB has commissioned a gender assessmestratey as part of the BNTF programme, (see
Section 5.6 for a description and assessment bfitament). We are told that gender assessmeants a
conducted on all BNTF sub-projects and that BNTsjpsuts gender-specific sub-projects on occasion.

3.2.10 In the remainder of the BNTF 5 cycle, sonmgtmeeds to be done about slow utilisation of
funds in some key countries, including Dominica,téerrat, St. Kitts and Nevis, St. Vincent and the
Grenadines and the Turks and Caicos Islands. deadilbn of funds to other countries, while necessar
in some circumstances of underutilisation, is neatisfactory solution because poverty in thessnd

is a severe problem.

3.2.11 CDB can perhaps improve utilisation by assig additional staff resources to BNTF and by
simplifying BNTF approval and reporting procedur€3DB can also encourage the formation of a more
active Project Steering Committee in the laggingntoes and/or engaging a more resourceful local
project manager. However, BMC initiative is alsdremely important and each BMC has unique
issues.

3.3 TA

3.3.1 TA is probably a key determinant of CDB’s dmpment impacts. Nevertheless, CDB
provides only a small amount of TA to its membeumies. Its estimated TA disbursements in
SDF 6 (2005-2008) are $9.54 mn over four yearsszcal BMCs. This is very smadil.

3.3.2 In addition, SDF (O) funds are used for TAdaDDB staff, particularly economists and
technical specialists, who provide advice to BMG/gmments. However, this advice is relatively
informal. CDB does not publish thematic workingppes. There is no CDB equivalent of the IDB
Institute to do research into development topies,anAnnual Review of Development Effectiveness
or Caribbean Development Report.
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3.3.3 We think that CDB needs to set higher tarfmtits TA during the remainder of SDF 6 and for
SDF 7. From the low current base, analysis migttcate, for example, that it is possible to double
annual TA disbursements by 2010 and double agaabia 7.

3.3.4 In 2007, CDB reported an evaluation of its ©perations, 2000-2004. The evaluatdrs
examined 37 grant-financed TA projects selecteddiyB’s Evaluation and Oversight Division
(EQV). The consultants visited five BMCs to examithe projects and then, with EOV, assessed
each project against the standard performancerieritey which CDB judges project performance.
Those criteria are: strategic relevance, povertieviance, efficacy, efficiency, sustainability,
institutional development impact, CDB performanegecuting agency performance and consultant
performance. The performance scoring was done groap session after the consultants had
conducted file reviews and country visits for eadithe 37 TA projects. Projects Department staff
attended the scoring session to advise but notdoes Three evaluators and the Deputy Director,
EQV discussed each project and assigned performsem®s anonymously and iteratively (Delphi
technique).

3.3.5 On the basis of their performance scoresutaban 20 TA projects were rated as excellent.
About a third was highly satisfactory and 22% wesdisfactory. More than a third were rated
marginally unsatisfactory, and a proportion simitarbut a little higher than those rated excellent
were rated unsatisfactory (8.0%). In summary, CBdes some excellent work but there is a
significant number of TAs that fail to achieve thebjectives. The TAs performed best on strategic
relevance, quite well on poverty relevance, efficaad efficiency - but poorly on sustainability and

institutional development impact. TAs in some BM&red better than others. Similarly, some
types of TAs performed better than others. Delivef public services and support for CDB

operations (e.g. project preparation assistance¢rgdly performed well.

3.3.6 CDB’s own performance was rated as satisfgctoghly satisfactory or excellent for 76% of
the sample. Key factors in assigning performanceres included attention to quality at entry,
including project design and understanding of cépassues, extent of monitoring and supervision,
timely problem solving, and whether there were modhse adjustments to improve project
effectiveness. Beneficiaries and their executiggneies performed excellently about one time in
five, and their performance was satisfactory ortdyetibout three-quarters of the time. Expert
consultant performance was rated as excellent 566 8f the sample projects and as satisfactory or
better in 82%. This was not a random sample of GDB\ projects, but even allowing for sample
selectivity, we read these performance results ey ypositive, with, however, significant weak
points that drag down the average performancegatin

3.3.7 In 2007, the evaluators noted that CDB's Tdudd be managed more strategically. This
recommendation is similar to one being considergdIDB in 2007 — ‘implement a coherent
Technical Assistance Programmié’.

3.3.8 As key part of the proposal aimed at achig\greater strategic coherence in its TA, IDB is
considering reorganising its grant funds into a hamof Strategic Thematic Funds (STE).STF
would be an instrument to achieve TA resource alions that are aligned with priorities. If IDB
proceeds with this idea, it would mobilise resogréer each fund separately from the others and
would provide an annual report to each donor oous= utilisation and performance of each fund.
The full merits and challenges of such a schemebag®nd the scope of this Review but the idea
seems worth some consideration by CDB.

3.3.9 Expanding and renewing the CDB’s TA effortswd be partly a matter of committing funds
already allocated, partly a matter of acceleratiisfpursements of funds already committed, andypartl
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matter of mobilising new resources. To be ablestale up, CDB needs to manage TA more
efficiently. This might involve a stronger orgaati®nal focus for managing TA, to supplement the
general training in TA work across the Bank. Itghti involve stronger country programme
management (country focus) of TA, and greater ddleg of authority to approve and manage TA.
It would likely require faster CDB response wheA lags in its implementation; and increased
efforts to reduce transactions costs for TA recifgevhile maintaining probity standards. Scalipg u
would also benefit from improved strategic managetdd its TA, with coherent series of TAs and
TA budget allocations in proportion to CDB themapidorities. The evaluators recommended that
CDB should pay attention to two aspects of TA dyalin particular TA influence on institutional
strengthening and sustainability of the TA results.

3.3.10 CDB disbanded its TA unit at the beginniig@003. CDB’s evaluation of TA operations in
2007 commented on the loss of information thatltedudrom disbanding the Unit and advised thateit b
partly reconstituted as a TA Focal Point in Projgetvices Division (PRSD).

Next Steps: TA

3.3.11 CDB's evaluation of TA operations 2000-2004ich was completed in 2006-07, was favourable
to CDB’s performance but identified opportuniti@esexpand and renew the TA efforts. The consultant
team took the view that TA is both central to CD&&velopment mandate and a useful instrument to
support efforts to expand CDB’s loan portfolio.

3.3.12 In that spirit, we observe that in SDF 7,ECDeeds to scale up its TA operations. It is agydo
see how to do this with TA “mainstreamed” throughtlue Bank. It may require greater focus and
dedicated resources.

3.3.13 We suggest that CDB should develop a TAA®Ian based on the best practices identified
in the 2006 evaluation of its TA operations.

3.4 POLICY-BASED LENDING

3.4.1 Milestone 20 of the SDF 6 Action Plan is: v@op a proposal for policy-based lending’. CDB
has done thfd and has made two policy-based lending loans—iit&t and Nevi&’ and Belizé”® These
loans involve an assessment of the macroecononimement and the development of a policy matrix.
This type of lending has benefits and riéksCDB’s Strategic Plan 2005-2009 (para 4.62) nites
thinking?®> CDB Board has limited PBL to 20% of the Bank’arigportfolio, such a high figure that it is
unlikely to be a practical constraint during SDBr6SDF 7. The Contributors’ Report also called dor
“comprehensive review of lending products and eslgiolicies” that has not been carried out yet.

3.4.2 CDB intends to limit its policy-based lenditogcountries in fiscal distress, those that haxere
debt problems and need institutional support. fliseétranche disbursement for St. Kitts and Neves
scheduled for June 2007, but was delayed pendagiglddon amendment. CDB indicates that technical
and administrative support to policy needs stregwjtiy. The CDB due diligence with the Government
of Belize proved more time consuming than expeaed]isbursement was delayed. The first tranche of
disbursement is done.

3.4.3 In both countries, CDB works closely with ttmternational Monetary Fund (IMF). CDB is
invited to participate in all missions — Staff ssand Article IV Consultations. CDB shares infatian

on the countries generally. CDB is working closelth IDB in Belize, where CDB has been involved in
the revenue-enhancement debate, which sees theviempent of the Customs Department as a critical
reform, and in reform of the National DevelopmemtnB. In St. Kitts and Nevis, with CIDA, CDB has
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been involved in fashioning a national debt stnate@uarterly monitoring will be based on the pyplic
matrices agreed with the BMC.

3.4.4 Policy-based lending (more commonly knowngagseral budget support) can at its best be a
partnership with common objectives, a focus on guvent plans and working together, risks reduced by
successful implementation, and trust establish&dits worst, there is a risk of cynical lip sereito a
donor-imposed list of reforms without real committhe CDB reflecting on the lessons learnt from
earlier policy-based lendifiynotes: “Generally, the major lessons to be draemfthe operations of this
type include the critical importance of country e@sship of the operation; and the identification and
design of conditionalities that are relevant angrapriate to the results sought, are within the
implementation capacity of the borrower, and caeffectively monitored”(Para 3.5.3)

3.4.5 This observation reinforces the findings wleations of general budget suppdrtOwnership
and political will to reform are characteristicatlsuccessful general budget support programmesihav
common. Others are long-term relationship, vulbiitg to suspension on political grounds, high tsos
of failure both to government and donors, reductibrrisk as implementation proceeds and benefits
accrue, much built in alignment with governmenteatives and systems and harmonisation among
donors, and beneficial coordination effects on gutyg”

3.4.6 CDB's view is that there is strong ownersbfipeform in St. Kitts and Nevis and Belize, buglni
risks of external economic shocks (e.g. commoditges). The documentation for the loans has been
well prepared with clear policy performance masi¢although that for Belize lacks specific means of
verification). The agreed policy actions are sfiecclear and limited. However implementation is
slower than was anticipatéd.

Next Steps: Policy-Based Lending

3.4.7 ltis essential to the success of CDB's repelicy-based loans to St. Kitts and Nevis andzBel
and to the maintenance of trust, that reform im@etation momentum is maintained. Policy-based
lending is appropriate only if there is strong pigial will to implement reforms; but CDB can combiuie

by providing high quality TA in support of the pglbased loan. Because CDB is learning from these
first loans, we recommend a quick evaluation. GDBOV should schedule an evaluation of policy-
based lending, especially an evaluation of the @mantation of related governance reforms, as easly

is reasonable.

3.5. SDF PROGRAMMING IN HAITI

3.5.1 The 2005 SDF 6 Contributors’ Report set certain guidelines for programming in Hati.
First, operations would be funded by SDF. In M&0& Haiti moved from an interim un-elected
Government to a democratically elected one. CRénded two donor Conferences and commissioned a
proposal for a medium-term action plan to prepareaf high-level mission to Haiti in February 20@7 t
coincide with Haiti's full membership. At the saitime, CDB sets up an internal working group ontHai
involving the Projects, Legal, and Economics Daparits and CPD under the President’s leadership.
CDB’s internal report recommended three areas tmention’™® These were keyed to the Haitian
development plan at the time (the 2004-2007 Int&wroperation Framework) and took into account the
provisions of the SDF 6 Report. The report alsdoosg the approximate costs for establishing a CDB
presence in Haiti.

3.5.2 A mission, led by the CDB President, ideetifpotential interventions -- for example, primary

education facilities, and a line of credit for imteediation to SMEs. Haitian authorities put fordiar
requests for additional projects such as agricalltigeder roads, and capacity development in thestm
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sector. Following the mission, CDB decided to foan a few priority areas in which it would
collaborate with other development partners, spatiy WB and IDB, which have large programmes in
Haiti. Meanwhile, WB had proposed a partnershipaojoint project to support the Haitian National
Education for All Strategy. After several joint $sions under the technical leadership of the WB’s
appraisal team, in May 2007, CDB Board approvedamtgof $10 mn from the SDF for a three-year
programme associated with a $25 mn Internationake@@ment Association grait.CDB’s execution of
the grant will follow the WB’'s lead agreement withaiti on implementation (procurement and
disbursement) arrangements, including legal camtti and provisions for monitoring, audit and risk
assessment.

3.5.3 Three further Haiti project initiatives atetlplanning stage in CDB for 2007-2008 approval
involve:

(@) organisation of a regional seminar to intradudaitian SMEs to their Caribbean
Community (CARICOM) counterparts and learn from C®Bn-lending experience with
its development finance institutions (DFIs), wittetaim of developing a similar line of
credit to a specific Haitian small and medium gntee;

(b) a regional workshop to introduce Haitian worksentractors to their Caribbean
counterpart to learn from their business practiaeswell as regional procurement
procedures; and

(c) planning a joint project with IDB either iniprary education or for agricultural feeder
roads.

3.5.4 CDB has not decided whether to establishfficean Haiti and what mandate such an office
would have. In the short term, there is an agre¢éméh the CARICOM Secretariat that CDB will share
the facilities (and relevant costs) of the CARIC@ffice when it is opened in the near future.

3.5.5 An operational strategy for Haiti, in respois the SDF Action Plan (#11), will be presented t
CDB’s Board in October 2007. A full results-baddditi Country Strategy Paper will come later. CDB
presently forecasts a new commitment figure of $8fan 2008, which will exhaust the budget set-aside
for Haiti. CDB is on a steep learning curve widispect to knowledge and expertise in Haiti. Sisfaés
programme implementation will depend on the arramaggs CDB puts in place in the country with the
Haitian partner institutions, other donors (in tba@se of co-financed projects) and its own locally
contracted professional staff.

Next Steps: Haiti

3.5.6 CDB seems to have made a good start in Halie Bank will need to invest in its capabilities
understand development challenges in Haiti andnesadly, to administer a full programme of actiesi

in Haiti. To assist this process CDB'’s internalska&orce on Haiti, set up to manage the initialgetaf
programming, should probably be recast into a mpeemanent structure, depending on the amount of
resources available (See Section 4.2 “Country Fcus
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4. ORGANISATION

4.1 ORGANISATION

4.1.1 Milestone 22 in the SDF 6 Action Plan ‘Reviefvlending policies and project modalities’
requires CDB to improve the efficiency and effeetiess of its delivery of SDF programming. It has
done so in several important ways most notablyitovating in policy-based lending, in reorganisitsg
Projects Department, and making efforts to reatiiill complement of staff for that Department.

4.1.2 In 2006, CDB commissioned a review of theaaigation of Projects Departmént.The review
found that the 2002 reorganisation of the Projddgpartment into two different parts, (1) project
identification, appraisal and approval; and (2)jgcbimplementing and monitoring, had not workedlwe
CDB also commissioned a study of t@ests of Doing Business with CDiEgsed mainly on interviews
with public servants in BMCs. The study has beecepted in principle by CDB, subject to some
corrections. It concluded that the costs of ddinginess with CDB were relatively high, especiallth
regard to time costs. However, this study didewhpare CDB with other MDBs, and such comparisons
might be to CDB’s advantage. For example, IDB repthat TA projects budgeted at less than $150,000
take an average of 3.6 months to approve. Mang takch longer, and projects budgeted between
$150,000 and $750,000 average more than one yeamréquest to approvl.

4.1.3 CDB instituted a new structure for ProjecspBrtment on January 1, 2007. It created four
divisions: Economic Infrastructure (e.g. airportglasea ports, roads, water and sewerage, solide)yvast
Social Sector (e.g. education and training, he®MTF); Private Sector (e.g. financial intermed?ari
lending, CTCS) and Project Services. The ProjectiSes Division (PRSD) is an innovation; it is h®m
to a variety of services which cut across sectprecurement, environment, disaster risk reduction,
disaster emergency response, gender, social asayBiAs, regional technical co-operation and RPGs,
governance and institutional development, projegthing, and claims processing.

4.1.4 This seems to us a reasonable arrangemenime Sveaknesses may arise from the large
proportion of CDB'’s projects portfolio that is iEE€onomic Infrastructure” relative to the other Biens;
and perhaps challenges in operationalising theidigdtplinary contributions across division bouridar
The innovation of having a separate PRSD seemsipariant one. If it works well it will have much t
contribute. It may be the logical place for a sgd’A capability to evolve in the Bank, for exampli
may also be able to give due weight and visibiiitysome important dimensions of CDB’s development
work. On the other hand, it has a very small staff a large number of diverse responsibilities.

4.1.5 As BMC governments raise the quality of tleeiministrative services, the relation with extérna
donors changes, with donors relying increasinghygowernment’s own accountability structures, subjec
to monitoring that confirms they are of acceptaitéandard.

Next Steps: Organisation

4.1.6 CDB has reorganised its Project Departmehihis is a major undertaking and will take time to
settle. We have two relatively minor suggestiokr#st, more benchmarking of appropriate time-and-
cost standards for project identification, apprdisad approval, for loans and TA would be usétul.
Second, the Bank needs to encourage a proactiv@agip by staff to growing the portfolio of loansdan
TA. In that regard, fairly frequent market studae justified to identify likely demand and toessthe
competitive factors (price factors and quality fas in project lending in the Caribbean (both [aie
and multilateral)®®
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4.2 COUNTRY FOCUS

4.2.1 CDB country focus is presently provided mainy the Economics Department, which produces
Country Strategy Papers (CSPs) with the assistahother staff. The general view of the Economists
seems to be that this arrangement works reasonablyenabling focus upon countries as well asamsct

It does not of course create the in-BMC staff pnesewhich all acknowledge would be ideal, but many
feel would be too expensive; nor does it creatmgles point of contact within CDB for each BMC. In
2006, one of the options CDB considered for thegaaisation of Projects Department was strengtlgenin
its “country cluster focus”. The option was puidasas a possible future consideration becausast w
assessed as being too costly for CDB at its presseté of operations.

4.2.2 All of the major MDBs and many of the lardmlateral development institutions have found it
necessary to use “country focus” as their main dsm for organising operations, because of the
diversity of languages, political economies and eamity cultures in which they work. As CDB
becomes larger and more diverse, the same presadliesno doubt be felt. CDB’'s centralised
organisation structure, without local offices andt rdifferentiated geographically or culturally at
headquarters, may prove limitations in its asprato be leading pan-Caribbean development insirtut

4.2.3 In 2007, CDB has chosen its traditional pgnd-sector model as the basis for organising its
operations. Sector specialists rather than cowgeneralists deliver loans and grants. CDB is rusgsl

to deliver projects within three broad sector gupinfrastructure, social, and private sector.e Th
strength of this approach is that it develops girégchnical competence within each Division. Its
weakness is that it does not develop comprehesbas-sector country knowledge among the operations
officers and portfolio managers, nor does it prevédsingle person within CDB who takes respongjbili
for each BMC relationship as a whole.

4.2.4 However, the sector focus of Projects Depamtns balanced in two ways. First, one Division
(Project Services) will contain experts with crasgting expertise, including environmental and gend
expertise. This does not necessarily involve demmntry knowledge, but it often does, because the
specialties are broad. Second, Economics Depattimenvolved in understanding BMCs holistically.
One can see that, for example, in the effort tebgvresults-based country strategies.

4.2.5 Inthe past, CDB worked with broadly simigauntry cultures and economies. BMCs are diverse
but they share a common language, history and,ainymespects, culture. The membership of Haiti is,
however, a quantum change in the diversity and texitp of CDB’s membership. Initially, CDB'’s
programme in Haiti is solely grants undertaken tjgirwith other development agencies that have
experience in Haiti. However, as time goes by, CRB want to have its own capabilities to operate
effectively in Haiti, even if its programme contaai to be mostly joint with other development
institutions. In addition, the Dominican Repubfiay become a borrowing member, subject to CDB
Board approving membership of non-CARICOM countrieBhis will open the door to the Spanish-
speaking Caribbean. CDB will then be operatinthiee major economic, cultural and linguistic greup
within the Caribbean basin — English, French/Creolé Spanish (See Section 7 for further discussion
CDB membership and SDF (U) contributors).

4.2.6 Preparing for such a complex expansion isadlange for a small institution. There are astea
three things that make cross-cultural developmemrkwifficult. First, the language is differenthigh
requires investment in translation, language trgrior CDB staff, and recruitment of staff from thew
BMC(s) who are native speakers. Second, the legetems and government administrative traditions
may be different from the British tradition in t@@mmonwealth Caribbean, as indeed they are in Haiti
and the Spanish Caribbean. CDB will have to dgvalmw procurement expertise and procedures to cope
with this. Third, the political economies and depenent history of these new BMCs are different and
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require CDB Operations Officers and Economists éwetbp capabilities to operate in wholly new
environments.

4.2.7 The natural direction of evolution for CDBitibecomes a pan-Caribbean institution, as ihess

to do, is probably towards organising itself toldeith country clusters. The new clusters areljike be
sub-regional, linguistic/cultural or level of despment. As such clusters develop, there will be a
stronger case than in the past for recognising tithin the organisation of CDB; and a strongerecas
for sub-regional CDB offices in-country to serve thatural clusters of BMCs.

4.2.8 This is potentially expensive. It would bmstake to think that such an expansion, as bernéfi

as it could be for CDB in the Caribbean, can beedom the cheap. To undertake it successfully, CDB
will require a significant increment of funds. Beefunds could come partly from SDF (U) Contribsfor
both in the form of increased contributions anthie form of allowing CDB more flexibility in accaag

SDF funds for administrative and operational pugsosSDF 6 sets a precedent in this regard when the
Contributors and the Board approved the allocatidn$4 mn to cover CDB administrative and
representation expenses in Haiti to the end of 2008s may be adequate administrative fundindhen t
short term but is unlikely to be adequate in theglr term if Haiti is to become a fully integrateeémber

of CDB.

4.2.9 The second source of funds is reflows fropaexed lending. Expanded lending is important to
CDB if it is to succeed in becoming the key paniflz@an development institution that its mission
statement envisages. However, expanded lendingedlodvs is not relevant to Haiti and will take 8m
to materialise in the Spanish-speaking Caribbéarnhe short to medium term, CDB’s business plarafo
serious expansion of its BMCs in these new areliseily to need substantial net outflows.

4.2.10 A third source of funding could be speci@hftisformational funding” by new non-borrowing
members to assist CDB to expand its operationd¢ontember’s linguistic and cultural community
members in the Caribbean. Such funding would neisegthe transformation of CDB structures and
resources needed to expand successfully in thiscoetext. For example, Spain might be willing, end
some circumstances, to make substantial SDF catitis earmarked to support the transformation of
CDB into an institution that can operate comforyabhd effectively in Spanish. Conceivably Spain’s
accession to CDB membership, if it were to comeaghtinvolve such a package of support and, iftso, i
would ideally be simultaneous with the completidm@mbership formalities by one or more Spanish-
speaking Caribbean BMCs.

Next Steps: Country Focus

4.2.11 Improving CDB’s”"country focus” will be incasingly important in a more diverse Bank. This
has many aspects. It may include strengtheninggimegraphic dimension of the Bank's internal
organisation, and improving its physical preseneeBMCs, from pied-a-terre offices without full-time
residents to full-service local offices. There arlications for CDB’s long-term strategy, whiclayn
need an internal “transformation” plan to work etfevely with a diverse set of borrowing members.

4.3 STAFE RESOURCES

4.3.1 As part of our review of the administratiordaperation of the Sixth Cycle of the SDF (U)sthi
section deals with the issue of CDB staff resouares their deployment. The Action Plan for SDF 6
does not contain any specific recruitment or deplegt milestones by which progress can be judged. O
the other hand, staffing has important implicatibmrsachievement of the SDF 6 commitments. Perhaps
more than other areas of CDB'’s operations, SDFpf@¥ents challenges in terms of staff resources and
deployment. CDB’s mission is the systematic reidncof poverty. SDF (U) experience with targeting
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the poor is that small-scale carefully targetedgpammes, the application of multidisciplinary skilk
predisposition to participatory working and a w@iness to work in a variety of intervention moded a
structures, are each important.

4.3.2 An analysis of the implications of CDB staffifor the success of SDF (U) is complicated by the
fact that SDF (U) is not a discrete programme dafrapons; rather, it is a fund upon which CDB can
draw to provide both loans and TA. Operationsrofilend both SDF and OCR funding. Therefore, it is
not possible to construct an organisation charSioF (U) as such, within the larger formal struetof
CDB.

4.3.3 Many interviewees stated that CDB has toodwiff to meet the demands made on it. The crude
staff to project ratio, at about 2’lcompares to reported ratios of 8:1 for the Afri€avelopment Bank
(AfDB) and higher for the IDB and the Asian Deveimnt Bank (AsDBY® However not too much
should be made of this comparison since detailsua@ear and truly comparable figures are not
available.

4.3.4 The vacancy level at about 10% within CDBaashole compares with a similar figure reported
in 2002 for AfDB3® The problem is in the Projects Department wittva&ant professional posts (nearly
a third of the total authorised establishment)isItlear that this has been responsible for problen
SDF (V) delivery — both approvals and disbursemefslatively low remuneration (the target for 2009
is 70% of levels paid by comparable institutionsl @low recruitment have been contributing factors.
Non-borrowing members have on occasion funded BpeCDB positions but this is a minor matter
compared with the basic challenge of building adamplement of qualified staff in CDB.

4.3.5 Staffing levels have affected SDF (U) operatiin a number of ways. Firstly, there is output.
One characteristic of some SDF (U) activities &t tihey are resource intensive, small-scale angEom
operations with, inevitably, high transaction cost& recent consultants’ report on the cost of doin
busines® with CDB finds that high costs arise substantifiym CDB’s oversight of procurement. In
particular, much effort is expended to commissiod supervise micro-projects.

4.3.6 The CTCS budget for TAs/workshops for 20Ghtdies 97 separate activities across the Region
supervised by two investment officers (with onearary). It is difficult to see how, with a centsad
structure of this kind, output can be increasedhouit further staff resources. A second problertnés
guality of outputs, and it is interesting to nobattthe Vogel Report points to a loss of credipilitith
BMCs caused by delays.

Staff Competencies
4.3.7 Staff in the Projects Department are mainhgimeers, with the non-engineer functional
specialists mainly in PRSD. Staff dedicated to BNadnd CTCS are almost entirely engineers with
postgraduate training. This has strengths but alsaknesses compared with other development
institutions that emphasise generalist skills amahtry knowledg# (See Section 4.2 Country Focus).
Staff Countries of Origin
4.3.8 It is important to spread the recruitmentwetldwide if CDB is to be an institution of qualit
comparable to the larger development banks. Téldleshows a narrow base in terms of countries of
origin of CDB staff.
4.3.9 Some statistical over-representation of dtafifn Barbados in recruitment is understandable,
given the natural preference of professional staff employment at home but the low share of
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professional staff from outside the Caribbean teworthy. Of extra-regional staff, almost as mgmge
are posted to information services/technology gxr¢gects. CDB’s ratio of support staff to profiess
officers is about 1:1.

4.3.10 Comparable statistics for other instituti@me difficult to obtain although there is datedada
available for AsDB, which shows a ratio of abou for 19972 - that is about half the CDB support staff
ratio. Six appointments are currently advertisgddDB.*® It is worth noting that five of the six
appointments are in the Projects Department. H&nge of specialisations among vacant positions is
relevant to subsequent discussion.

4.3.11 CDB's draft human resources stratéggentifies a number of immediate workforce issues.
These include questions of capacity (not enougff atad a mismatch between skills and changing
strategies and portfolios of work); recruitment aaténtion challenges; a high professional vacaaty

in some Departments; human capital renewal andessin planning; misalignment of workforce to the
requirements of a changing business culture aridtaese to change; and a need for better knowledge
management.

4.3.12 Several of these themes are repeated ineatr€DB study of the organisation of the Projects
Department? within which, of course, all SDF (U) loans and ma&DF (U) TA projects are managed.
Prior to the 2007 reorganisation, the consultaefzorted low morale, implementation gaps, heavy
procedural workloads, and a passive approach tomesiness generation. They noted weaknesses in
aligning the structure with strategic directionsl dack of staff in some key areas, especially gard to
private business enterprise and the support ofepi®jthat address the needs of small and medium
enterprises (SMEs). Some of the human resourcgtredmts continue.

4.3.13 Some argue that remuneration levels areqaate to attract high calibre staff, although vesen
impressed with the capabilities of staff and theidgl pattern which appears to be long tenuresland
turnover. Nevertheless, staffing is not partidylaligned with the strategic directions of th@05-2009
Strategic Plan It is a challenge to CDB to muster the techngzglacity to address the wide range of its
priorities such as social protection, rural devalept, governance, vulnerability both to naturabsisrs
and fiscal indiscipline, and cross-cutting themeshsas environmental sustainability and disastd ri
management. The Universalia Report also recommigsdsfocus on individual replacement and more
focus on overall staffing by design.

TABLE 4.1: PROFESSIONAL STAFF IN CDB PROJECTS DEPARTMENT AND
ECONOMICS DEPARTMENT, BY COUNTRY OF ORIGIN

Other Other
CDB Department Barbados Caribbean Countries
1. Projects Department
Economic Infrastructure 2 6 1
Social Sector 3 8 1
Private Sector 5 3 1
PRSD 1 6 0
Consultants funded under OCR 0 2 1
Staff funded under TA arrangements 1 1 0
2. Economics Department
Country Analysis and Policy Unit 4 5 0
Social and Economic Research Unit 1 1 0
Consultants funded under OCR 0 1 1
% share 30 60 10

Source: CDB, Human Resources, July 2007.
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Human Resource Strategy

4.3.14 CDB has prepared a draft human resourcéegy® It aims to introduce new policies and
approaches in several areas including remunergtaicy, greater flexibility regarding regional and
international recruitment, adjustments to staffetypand numbers; use of a standardised competency
framework with corresponding realignment of openadl policies and procedures; enhanced human
resource management practice by training and ttedaction of a communications strategy; and
improved operational capabilities by expanding ool of recruitment, accelerating the recruitment
process and filling upcoming vacancies with anteythe skill demands of the strategic work programm

In our opinion, these strategies provide a gooasliasimprovement in SDF (U) operations.

Renewal and Current Recruitment

4.3.15 The Bank has made 15 new appointments begpdriod January 2005 to July 2007. Table 4.3
below analyses the main (in most cases, post-gt@dgaalifications of appointees by broad grouping,
for example, finance/business/management. Experipnior to joining the Bank was also analysed but
does not lead to materially different conclusions.

TABLE 4.2: NEW APPOINTMENTS BY DISCIPLINE AND SEX, 2005-2007

Major Qualification 2005 2006 First half 2007
Law 0 1 1
Engineering 2 0 1
Finance/Management 1 2 0
Economics 1 0 1
Sociology/Development 0 3 1
Computing 1 0 0

Total new appointments 5 6 4
Male-Female Ratios 4/1 4/2 3/1

Source: CDB Human Resources August 2007

4.3.16 There is evidence of a shift in recruitmshiare away from traditional disciplines (law,
engineering and finance) towards greater diversiith four development-qualified appointments over
the period 2006-2007. This has been complementeddignificant expansion in the experience base of
the Bank with the development-qualified appointrselmtinging in experience as a poverty programme
advisor with United Nations Development Programtd®DP), as a micro-projects advisor in Guyana
and as an educationalist both in Government anthtetal agency. It is also worth noting the chainy
the male-female balance of appointments over tlesog although the numbers are too small to
generalise. The same pattern, that is a broadeoifintdhe recruitment base, is evident in the six
appointments currently (July 2007) advertised by Bank'’ It is worth noting that five of the six
appointments are in the Projects Department, wisighimarily responsible for SFD (U) operationsheT
range of specialisations among vacant positionsléant to subsequent discussion.

4.3.17 The dominant engineering backgrounds in CAQEBNTF are a product of history, and current
Bank recruitment demonstrates a concern for braagehe range of skills. In particular, CDB ne¢ds
look both for formal qualifications over a rangeeabnomic and social sciences, and evidence ahaalo
training in a development-related field, preferablypost-graduate form. It has begun to do thisemo
systematically over the past two years. Skillsusthanclude project management expertise, familari
with participatory methods of development intervems$, and understanding of policy analysis and the
formulation of policy options in development worknd deep country knowledge developed through
study that breaks through the “familiarity illusionDedication to the CDB mission is key, and good
interpersonal skills and inter-cultural skills, a&gsential to be effective in helping to eradigaiekets of
entrenched poverty. Of course, every developrmestitution wishes to have such paragons of stadf an
the recruitment business is very competitive.
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4.3.18 New staffing and a changing mix of compdnis an opportunity to establish new CDB skills
and procedures - to ensure that, for example, gengertise is incorporated in project planning &wat
participatory consultation is carried out when appiate. There are encouraging signs from recent
recruitment. Three of the appointments currentlyestised are new competencies, broadly interpreted
specialists in gender, education and governandeereTis evidence too from recent appointments that
CDB is actively pursuing worldwide recruitment.

4.3.19 One constraint that needs reconsideratidghais CDB largely recruits only well-qualified and
experienced people to permanent positions. No tdibdbels it is important to maximise added value
from appointments, not least because the turnaterin CDB is so low (2.5% of staff in 208 and
staff represent 65% or more of total administratiosts. A post once filled represents a contintigd
cost for CDB. The practice of appointing only atermediate levels contributes to staff costs since
gualifications are accompanied by correspondingrgaxpectations, since there is an active maiket f
such skills in the Caribbean and elsewhere.

4.3.20 To some degree, recruitment by CDB and sutese¢ mobility within the Caribbean can add to
the skills base in BMCE. From the point of view of SDF (U), both internskind young professional
programmes offer the opportunity to meet competemegds at lower costs and with new ideas and
energy. Internship programmes, typically aimedreent graduates, combine low costs (with the
advantage of fixed appointment periods) and thedppity to broaden the base of recruitment. There

a pool of exciting young graduates globally and C&®uld look to benefit from these. The fact that
some will leave within a few years to other jobgsinlikely within the Caribbean, has its good aspec
from a development point of view. We suggest #taff mobility and constant renewal should be an
important part of the CDB relationship with its BMC CDB should expect most young professionals to
move to other jobs after a few years. Gradualigytwould constitute a CDB alumni group with good
effects on the Bank'’s relationships with BMCs.

4.3.21 We noted that CDB’s website could be modifie make it more attractive, both to young
graduates and to French/Spanish speakers. Profileew appointments, perhaps taken from the CDB
Newsletter, accessed by links from the homepagddmoelp. A bigger task but perhaps an important
one is the provision of French and Spanish versidt®ught should also be given to more formal
arrangements with university level institutions hint the Caribbean region and especially UWI. Young
Professional Programmes, similar to that long dperay WB, offer an opportunity to refresh the fahaf
base and aid current efforts to move away from wire respondent termed the tendency to recruit
people in its own traditional image.

4.3.22 SDF (U) implementation calls for a chang€DB organisational culture if it is to be as effee
as it could be in the future. Like most developtrieainks, operations in CDB are characterised by a
formal hierarchical structure, clearly defined @temal processes with comprehensive checks and
balances, clearly defined departmental boundames @ predisposition towards reaction rather than
initiation in activities. The operating environmesf CDB, and particularly its long experience et
eastern Anglophone Caribbean has reinforced tHigs culture has many strengths but also weaknesses

4.3.23 Poverty-focused operations, particularly poor countries with unstable governments, ill-
developed civil society institutions with a histarfyconflict require a different way of working. ohere
will this be truer than in Haiti. Staff will negd develop a culture of negotiation, politicallyformed
choice and some flexibility over the applicationpobcedures.
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Next Steps: Staff Resources

4.3.24 The CDB commitments to SDF (U) Contributergiire increasingly diverse staff capabilities as
well as expanding staff resources. CDB shouldetfoee recruit young officers, seeking the best from
anywhere in the world. In the context of its stggtéo expand in non-English-speaking areas of the
Caribbean, CDB needs to increase its working caas in languages other than English and in the
legal and political systems of the non-Commonweaéthiibbean.

5. DEVELOPMENT THEMES

5.1 POVERTY REDUCTION

5.1.1 CDB's poverty reduction strategy is defingdtiree overlapping themes. These are: capability
enhancement vulnerability reduction* and good governancé. Two other areas of anti-poverty
intervention that are significant in SDF 6 are: €hyironmental sustainability, especially the rielahip
between poverty reduction and environmental degi@daand (2) regional cooperation and integration,
especially support for RPGs from which the poordig¢requally. At the same time, CDB has developed
Caribbean-specific targets and indicators for MD@sg has listed them in its 2005-2009 corporate
strategy. The Strategic Plan lists its “Stratefgacus and Priorities” somewhat differently: promgti
broad-based economic growth; fostering inclusiveiatadevelopment; promoting good governance; and
fostering regional cooperation and integration. alko lists two cross-cutting themes: environmental
sustainability and disaster risk management andctemh. Lastly, it lists sector and thematic sgis.
Poverty reduction is a constant guide.

Poverty Assessments and Strategies

5.1.2 In SDF 6, CDB has made a commitment to Clouiinis to update its CPAsand to develop
national poverty reduction strategies (NPRSs) ih BMCs> CDB agreed to a timetable for
implementation by the Projects Department durin@52P008 (Table 5.1). This commitment was
affirmed in CDB’s 2005-2009 Strategic Plan.

5.1.3 CDB has taken the lead on poverty assessnmeBslize and in the OECS. In other cases, for
example EU support of St. Vincent and the Grenadiaed IDB support of the Bahamas, another agency
has taken the lead. Since the first CPA was cotatuin St. Lucia in 1995, CDB has provided
approximately $2.0 mn to assist ten BMCs to condiRAs®® In May 2006, CDB approved the use
of $3.385 mn to support the production of CPAs,ntgupoverty strategies and poverty maps in BMCs.
Additionally, CDB approved grants to BMCs to a nmaxim of $330,000 to assist with the acquisition of
equipment and computer software for use in CPABJ@006 to 2008°

TA for Poverty Assessments and PRSs

5.1.4 CDB provides TA grants to BMCs for consulgafeées and to help them procure equipment and
software needed to process and analyse CPA dagar of their counterpart contributions, estirdate
by the CDB as approximately $200,000 per counthe BMC governments assist the National
Assessment Teams, not limited to support for pubtincation and awareness activities, but including
organising workshops, consultations, training dredreview of reports. CDB has conducted national
and sub-regional training activities in conjunctiaith the OECS Secretariat under the Secretariat’s
WB-fundedMini-MECOVI Programmen five OECS countries, Dominica, Grenada, Stt¥dnd Nevis,

St. Lucia and St. Vincent and the Grenadines. A&#,vCDB is the executing agent for part of the
Support for Poverty Assessment and Reduction iCtrébbean (SPARE)— that is, the part, supported by
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an IDB grant of $350,000 for training and capaditylding to strengthen survey design and
implementation, promote the use and disseminatfosuovey data, and build capacity for poverty
measurement and analy3ls.

TABLE 5.1: SCHEDULE OF CPAs AND REDUCTION STRATEGI ES

007

Date of Most
Country Recent CPA Author/ Sponsor Updates Status of PRS
CDB Target| Update Now
Update* Expected
Anguilla 2002 CDB 2007 2007 Preparation after the 2007 CPA|
Antigua and Barbuda 2006 CDB 2010 2010 To staPOiD7
Bahamas 2001 Gov't with IDB Unknown Unknown
Barbados 1997 IDB 2006 2007 Preparation after ZLPA
Belize 1995 and 2002 DFID 2008 2008 (CDB) Prepanadifter 2008 CPA
British Virgin Islands 2002 CDB 2008 2008 Unknown
Cayman Islands None 2006 2007
Dominica 2002 CDB 2007 2007 Current to be updated after 2
CPA
Grenada 1999 CDB 2007 2007 Interim to be updatéer 008
CPA
Guyana 1994, 1999 a7 2004 WB and UNDP 2007 (WB) kndwn
Haiti 1997 WB Unknown Unknown
Jamaica Annual Survey of | Gov't/WB 2006 Unknown
Living Conditions
from 1989
Montserrat The Government of Montserrat conductd®fediminary Poverty Assessmeint 2000. CDB Board Paper 13/
(May 2006) stated that the Government was plantragpnduct a full CPA 2007.
St. Kitts and Nevis 2000 CDB 2006 2006 Current o Updated after 200
CPA
St. Lucia 1995, 2005 CDB 20010 2010 Interim to pdated in 2007
St. Vincent and the Grenadines 2007 [European Interim to be updated after 20d
1996 CDB Union (EU)] CPA
Trinidad and Tobago 1992, 1997, 2005 Government/\WB Unknown Unknown
Turks and Caicos Islands 1999 CDB 2007 2008 Torbpagved after 2008 CPA

* Targets set out in CDB Paper BD 13/06 “CountrydttwAssessments and Poverty Reduction Strategaggdmme in Borrowing
Member Countries”, May 15, 2006. Table 2.

5.1.5

In the CPA process, CDB engages many iniematorganisations operating in the Region and

Regional organisations, through an Inter-Agency @dttee. This committee, which was designed in the
initial stages of the Bank's involvement in CPAsuard 1994, assisted in developing the conceptual
framework that now defines the Bank's approachRA< It meets formally to review the draft repoirt
each CPA. The comments from this meeting along Wiose generated from the review exercises in the
country are provided to the consultants for useprieparing the final report.
elements of past CPAs have been co-financed by RREMUNDP and most recently, some funding for
the local cost items for the St. Lucia and Antig0RAs was provided by UNDP and the OECS
Secretariat. This collaboration is facilitated thye Poverty and Social Sector Development Donors’
Group (PSSDDG) comprising WB, IDB, CIDA, Departmdnt International Development (DFID),
UNDP, EU, United Nations Development Fund for WonlehNIFEM), United Nations Children’s Fund,
CARICOM, OECS Secretariat etc. and CDB. PSSDD&dscoordinated by UNDP and it meets
periodically to share information on poverty andiabdevelopment matters and to identify areas of

collaboration.

In addition, different

5.1.6 CPAs have contributed to making poverty réiduca focus of public policy in the Caribbean.
Topics that have generated public interest incltle high proportion of working poor in some
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countries, the poverty of many households headesirgle women, and increasing levels of deprivation
among the elderly, particularly among elderly meithe impact in terms of change is yet to be
assessed.

5.1.7 The assessments may have been used in masy wa@DB notes possible contributions to
poverty reduction initiatives such as Social Invesht Funds (Belize, Jamaica and Trinidad and
Tobago), rural enterprise development projects (Daa and St. Lucia) and human settlements
projects (Belize and Grenada). The CPA informatimay also have been used to inform the design of
projects in the education, agriculture and headtttass, and/or guided the reform of social poliaes!
institutions. CDB notes that CPAs were helpfulkggiound to the redesign of BNTF.

PRSs

5.1.8 A key to active poverty reduction is a wotkstrategy based on good analysis. CDB’s target is
to assist BMCs to produce six PRSs by the end 6820These are noted in Table 5.1 above. The
timetable for updates to CPAs has slipped in regarBarbados and TCI but is generally on schedule.
CDB estimates that funds will be fully expendediy end of 2008. The Bank will be seeking addélon
funds for updating CPAs during SDF 7.

5.1.9 Some BMCs have prepared PRSs or interimegii@é. For example, Dominica and Guyana
have prepared Poverty Reduction Strategy PapeiSRP&s a commitment to the WB and the International
Monetary Fund under structural adjustment prograsan@DB has helped Belize, Dominica and St. Kitts
and Nevis to prepare PRSs, and poverty maps. @BBds to provide similar assistance to other BMCs
in 2008 and 2009.

5.1.10 However, the CDB budget for supporting thedpction of PRSs is very small. The CDB
contribution towards the development of a PRS byK#ts and Nevis was $50,000. The contribution to
Belize was the same (in this case IDB is providagglitional funding). Each strategy follows a CPA,
which provides a base of current data and in whiohsultations with stakeholders are normally
extensive. Nevertheless, it seems to us that poveduction strategies are under-resourced relatv
the poverty assessments.

5.1.11 We suggest that CDB considers declaringtantiard poverty assessment year” and a regular
cycle of assessments for the whole Caribbean. ekample, if 2010 was a standard poverty assessment
year then CDB would plan to undertake updatessopdatverty assessments for all its BMCs in that.year
This would be preferable to the present ad hoagmiHaving all of the assessments done in a siege
would have major advantages in terms of the relewaf the data, the ability to compare progressrgmo
countries, and the level of public attention thatild be generated. The years 2010 and 2015 have th
advantage of fitting with the 2015 target yeartfoe achievement of MDGs. The year 2010 also has th
advantage of being a census year in several BM@ighwvould enable census data and CPA data to be
complementary. A bold approach would be to plad eost the proposed exercise and, assuming it
proves viable, seek special funding from major dsrior the effort that would be required. The prod

(a full poverty map of the Caribbean and compaeatiwnalysis, for example) could enhance CDB'’s
contribution and reputation significantly. To cdete all CPA updates in a single year would require
advance planning, cooperation by several developragencies, and prior building up of consulting
capability to conduct assessments. It would barahitious undertaking but, with two or three ydaesl

time for planning and resourcing, not impossibleim opinion.
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Next Steps: PRSs

5.1.12 CDB has taken the lead in poverty assessamohg its BMCs. There has been some delay but
the programme of poverty assessments and PRSsilthe sompleted on time.

5.1.13 CDB encourages each BMC to prepare a newewsed PRS immediately following the CPA.
This is essential to a results-based approach. Wggest, therefore, that there should be greater
investment in poverty reduction strategies. Pgvést a complex phenomenon and a CPA, while
essentially, does not automatically lead to an obsiPRS.

5.1.14 Within the coordination provided by the imgency Committee, CDB has taken the lead in
supporting poverty assessments and strategiesriaiceountries, and other development agencieghav
led in other countries. In the spirit of the Pabieclaration on Aid Effectiveness, CDB should cossid
undertaking CPAs jointly (rather than “coordinatedivith other multilateral development agencies.

5.1.15 We suggest that CDB considers declaringtarfgard poverty assessment year” and a regular
cycle of assessments for the whole Caribbean.

5.1.16 We recommend that CDB’s EOV Division shootshmission an evaluation of CDB'’s
programme of poverty assessments and poverty liedustrategy papers, which, among other things,
would assess progress against the points raisd¢karilessons learned” section of the 2006 Board grap
on poverty assessmentsSuch an evaluation should also review the CPA oueflogy. Most
importantly, an evaluation could assess the degeeewhich the PRSs that do exist have been
implemented.

5.2. GOVERNANCE

5.2.1 In 2003, CDB adopted its “Strategy on Goveceaand Institutional Developmerif”. It
described governance as a cross-cutting issue. @Bnot intend to create a “governance”
programmé&’ The importance of the governance area was agi@sssd in the negotiations leading to
SDF 6. The Contributors’ Report noted, “The guyalif governance is critical for the reduction of
poverty, the development of economic and sociakjgd to address the causes of social exclusi@n, th
provision of public services and broad-based soskde growth”. It recalled the six elements of CO®B
approved Governance Strategy for programrfifnghe governance section of the Contributors’ Repor
welcomed CDB'’s Policy-Based Lending Facility duri8®F 6 (suggesting that PBLs were regarded as
governance instruments) and emphasised crime it gecurity as an important new priority.

5.2.2 In 2005, CDB developed and adopted two Garere Toolkits, one for project appraisal
(basically a questionnaire for use of Projects Dpent staff) and one to guide CSPs (the latter avas
more substantive document inspired by the WB’s @ggin to governance). At the same time, a Toolkit
was prepared for the Poverty Reduction Strategyitgmesented a different approach to “governance”.

5.2.3 The SDF 6 Action Plan made only a brief mrfee to governance -- calling for “strengthened
operational policy capability for governance (alongth poverty, environment and natural hazard
protection). There is no set aside for governandbe SDF 6 resource allocation framework. Inies
have tended to arise ad HicThe 2005 and 2006 SDF Annual Reports list $4.6imapproved loans
and grants for country projeftsand regional projectsunder the “good governance” title, representing
fewer than 4% of approvals. None of the projectsently in the pipeline have the word governance i
their “sector” category.
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5.2.4 We reviewed various CDB policy and stratedgpcuments on governance and found that the
topic is difficult to pin down. It takes on difient aspects and emphasis in different documerttereTis
little consistency in terminology or methodoldy.It is not easy to see what has been done diffigren
because of CDB’s new emphasis on “governance”ceSihere is no clarity on what constitutes a “good
governance” project, there has been a tendencyveo gyojects this label if not obviously something
else’” and this is more likely to be after the event. Toacept is vague and its practical application by
CDB unclear.

Next Steps: Governance

5.2.5 In preparation for SDF 7 negotiations, we gesf that CDB prepare a paper setting out a clear
strategy on programming in the area of governarmelding on the guidelines already prepared. The
Governance Programming Paper should contain critaraalysis of the aspects of governance in which it
is realistic for CDB to be involved; and should smit corresponding commitments to consistent
programming in these areas. If CDB were to institohe or more Strategic Thematic Funds (STF),
“good governance” might be a candidate topic (Seet®n 3.3 Technical Assistance, STFs).

5.3 SOCIAL PROTECTION

5.3.1 The SDF 6 Action Plan (milestone 26) requitdsvelopment with other donors of joint
approaches to social protection in CDB's BMCs by&0 Social protection is defined as “all
interventions from public, private, voluntary orggation and social networks, to support communjities
households and individuals, in their efforts tovert, manage, and overcome a defined set of ris#is a
vulnerabilities.” This is a broad definition thabuld exclude little of the normal development adpen
The emphasis on controlling risk provides some $ocHowever, there is a risk that a CDB approach to
“social protection” might fail to find an operatiainfocus.

5.3.2 CDB SDF has supported some projects to reduteerability that one could label social
protection, mostly for natural disaster mitigatiand response. Such lending was high after thermajo
hurricanes in 2001-04 (almost $80 mn) compared 20056 ($9.3 mn) or 2006 ($6.5 mn) (see Table 5.2).

TABLE 5.2: SDF (U) COMMITMENTS BY THEME, SDF 5 AND 6

SDF 5 SDF 6
2001-2004 2005 2006 Total
Item $mn_ [ % $mn | % $mn | % $mn | %
Capability enhancement 73 a7 215 67 26.4 73 479 0|7
Reduction of vulnerability 79.7 51 9.3 29 6.5 18 .85 23
Good governance 3.3 2 1.1 3 3.5 10 4.6 7
TOTAL 156 100 31.9 100 36.4 100 68.3 100

Source: SDF Annual Report 2006, Table 1.5: SDF&b2DF 6 Total Commitments by Priority Area

5.3.3 In 2004, CDB, with DFID and EU fundifiysponsored a study to examine social protection in
Belize, Dominica, Grenada, Jamaica, and St. Lucidhe focus was on social and livelihood
vulnerabilities and social safety nets and emergassistance. A regional approach to social ptiotec
was put forward, with a role for CARICOM. The fmlN-up conference in October 2004 made various
recommendation$.

5.3.4 A meeting was held in February 2005 betwe®B,CDFID, the European Commission for
Barbados and the Eastern Caribbean (EC), UNDP VéBdto discuss the conference outcome, to find
ways to harmonise efforts within the Regi8nWB recently completed a draft Social Protectitrat®gy

for the Caribbean and DFIbhad prepared a draft Social Protection Policy pagkhe EU is funding
social protection programmes in St. Lucia (suchthesPoverty Reduction Fund), St. Vincent and the
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Grenadines and Dominica (e.g. social investmerdguand micro-credit programmes). All wish to move
beyond these single intervention approaches tosfasu risk management within a social protection
framework based on certain principlés.Seven priority areas on which the developmentnpas will
work jointly to engage partner governments andaregji bodies were also agre€d.

5.3.5 Although various papers on social protecaiomin circulation, the concept is not yet muchduse
in political and policy discussions in BMCs; angjignal initiatives are feW? In 2007, CDB is working
on a policy paper on social protection, with emjhas strategic options, with a target date forftdra
circulation in late 2007 or early 2008.

5.3.6 The view at the February 2005 donors’ meetivag that it was important to rationalise
(harmonise) the many overlapping donor-fundedatites that could broadly be categorised as social
protection, but our team found no evidence of sgbset progress on this priority. Experience elsseh

is that rationalisation of donor-funded activitesmes mainly through recipient country leadersiipg(
Section 8.1 on Harmonisation and Alignment). Wsoalonder whether harmonisation should be the
focus of attention in an area where there are ngaps and plenty of scope for effective individual
action. For example, the social protection agetazs not so far pay much attention to crime, petson
security and narcotics, despite the Caribbean hatia highest murder rate per capita in the wonidl @
burgeoning illegal drug trade. In this key areBFShas funded only a small TA grant for a recent
conference on Youth, Crime and Violence in the OE@Ss not clear that CDB has yet formulated a
social protection agenda for SDF 7 or exactly vauah an agenda would entail.

Next Steps: Social Protection

5.3.7 In SDF 7, CDB should work towards social potibn in the Caribbean at two levels. With
individual BMCs, CDB can draw upon its traditionatrengths to link social, economic and
environmental analysis into physical investmenttls® investments are better designed to consider
livelihoods of vulnerable groups and risk reductimn those groups. At the regional level, CDB coul
measure and compare BMC status and progress ingiraysocial protection to vulnerable populations
— the contribution to transparency and visibilitpwd be valuable. CDB should consider a compaeativ
approach to this topic as part of its Annual Ecomomeview of the Caribbean. Finally, CDB should
consider whether it is giving sufficient weightBMC performance in social protection in its assemsim

of country performance for SDF (U) resource allecatpurposes.

54 REGIONAL INITIATIVES

5.4.1 Support to regional cooperation and integnats part of the CDB Charter. Three developments
have made this a vital issue for SDF 6 and 7: firstunfinished business of creating a CARICOM &ing
Market and Economy (CSME) and the related OECS atmment to economic union; second the fact that
RPGs are key to achieving some of the Caribbealeiilum Development Goals (CMDGSs); and, third,
CDB'’s goal of becoming a truly pan-Caribbean initn.

5.4.2 These factors of the “new regionalism” uniderthe importance of strengthening CDB's regional
partnerships and institutions, principally through grants. The CDB 2005-2009 Plan states thatishis
one of CDB’s four main areas of focus (along wittodm-based economic growth, inclusive social
development and good governance). Accompanyin@@@5-2009 Strategic Plan and timed to support
the negotiations on SDF 6, CDB commissioned in 2895, a policy paper on this subject that focuses
on four items: CDB'’s role in the evolving Caribbeaymmunity; strengthening regional governance; the
regional economic policy agenda; and the provisiod protection of RPGs.
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5.4.3 For the first time in a CDB thematic politkie regional cooperation policy paper sets out its
themes in a results-based management frameworkstiestises outcomes and impacts. Eight priority
areas were proposed. The Contributors’ Report €8 should create an operational capacity for
regional programming (Action Plan Item #19). InFSB, CDB set aside $10 mn for regional initiatives,
twice the allocation in SDF .

5.4.4 Both the policy paper and the Contributorep®t had underlined the complexity of regional
programming (especially supervision of outsidepietits of the funds), the need to look at the drpee

of other MDBs, and the need to select a limited Ioeinof regional interventions that were within the
expertise and capacity of Bank staff.

5.4.5 Regional projects received a lot of attentiothe 2006 Evaluation of CDB TA (2000 to 2004).
Half of the 40 projects sampled were regional do-egional (i.e. OECSf. The evaluation team
commented on a lack of focus in CDB’s regional paogming. The Projects Department, CPD and the
Economics Department all handle regional projedibere is no single focal point or oversight foisth
work, although the new PRSD covers three topics lthae strong inter-relationships - TA, governance
and regional projects. It might be difficult toh&®ve strategic coherence in regional programming
without more organisational focus.

5.4.6 Under SDF 6 to July 2007, there were no regditbans; and most grants were relatively small.
Of the approximately $10 mn in grants approvedhia first two years for regional activity, 24 out of
38 projects were under $100,000. 76% of the fumel® accounted for by three projects: (1) prepamati
of Caribbean building standards ($1.4 mn); (2)ntesduction of project management training by CDB
($3.2 mn), and support for CPAs ($3.1 mn). CDB wu@s implementing agency for the latter two
projects, an arrangement termed ‘use of funds’,civhive believe was appropriate. CDB was the
implementing agency for seven other projects antbegegional grants.

5.4.7 The evaluation of TA was unable to identifsteong organising effect of the Regional Policy on
regional programming, but perhaps it was too soon.

Next Steps: Regional Initiatives
5.4.8 Three years after the production of its pop@aper on regional programming (May 2008) would
be an appropriate milestone to evaluate the effettthat Policy. We suggest that the EOV Division
should produce an evaluation of regional prograngrumder SDF 5 and SDF 6, building on the findings
of the 2007 evaluation of CDB’s TA operations.

5.5 NATURAL DISASTER MITIGATION AND RESPONSE

55.1 The SDF 6 Contributors’ Report and CDB’s 2Q089 Strategic Plan treat environmental
sustainability and disaster risk management reodigti the Caribbean as closely related. Spedifical
the Report notes under the topic “reducing vulniitgbthe objective of mainstreaming natural hadar
risk management at regional, national and commutatels. Risk hazard management includes
incorporating hazard risk considerations into progesign, disaster preparedness, disaster mdigand
prevention, and emergency response and rehalpilitafi o this end, the SDF 6 Action Plan calls om th
Projects Department to strengthen environmentajraraming; to integrate natural hazard risk redunctio
into project design; and to integrate the disastiégation with all CDB activities.
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5.5.2 SDF 6 set aside $8 mn in grants for immediataster response and $45 mn in loan funding for
natural disaster mitigation and rehabilitation,vasdl as for countries “in fiscal distress”. Thisasvthe
largest single budget set aside under SDF 6.

5.5.3 The inclusion of the notion of fiscal dissesithin the SDF financial framework for natural
disasters was an innovation. The idea flowed f@DB’s definition of vulnerability reduction that ta
been presented in SDF 5 as one of the three dtrdéegrs of poverty reduction and later integrated
the 2004 Poverty Reduction Strategy. These twaimieats focused on vulnerability reduction actigitie
on poorer groups and addressed a range of ecomistiadicators as well as natural hazards. Thestw
further than CDB had in SDF 5 when it had merelymeaked an “emergency reserve” for natural
disaster response, major economic transitions, amkrgencies such as HIV/AIDS, without
distinguishing between them.

5.5.4 At the end of 2006, the $1.6 mn USAID-finashgeoject“Disaster Mitigation Facility for the
Caribbean 2000-2006¢toncluded. It had been executed by CDB. Thigept@imed to assist BMCs in
adapting and institutionalising disaster mitigatpmiicies and practices. It also had componemediat
strengthening CDB’s own institutional capacity topiement its (1998) Natural Disaster Management
Strategy with a focus on mitigation.

5.5.5 The project laid the foundation for CDB td¢ 8p a regional Disaster Mitigation Facility, which
includes guidelines for natural hazard impact assemst. These are to be integrated into CDB's
environmental impact assessment procedures. bieyend the scope of this general review to examine
how well this has worked.

5.5.6 Under the USAID project, CDB sponsored traincourses for national officials between 2002
and 2006 (Belize, Grenada and St. Lucia being thstractive in adopting mitigation policies). CDB
also incorporated DDR segments into its CSP procasd adopted common databases for hazard

mapping.

5.5.7 IDB announced in June 2006 that it intendegrbvide CDB with follow-on funding for its
Disaster Mitigation Facility, using resources frobB’s Disaster Prevention Fund set up earlier ia th
year. This would be a joint IDB-CDB project in tRECS. During this Review (to September 2007),
this project was being appraised for later prediemido the Board.

5.5.8 The Projects Department is currently (mid70h the process of taking staffing action to
strengthen its environment and disaster managewegudcity within the newly created PRSD. At
present, it has only one professional fully dedidato the environmental area, and the natural t@isas
position in the Projects Department was terminatbdn the USAID programme concluded.

5.5.9 The Contributors’ Report calls for hazard assessment to be integrated into all capitaleptoj
designs. We are told that a risk appraisal and regluction strategies where relevant are incluided
project appraisal documents. It was beyond theesad this Review to examine a sufficient sample of
documents to confirm this.

5.5.10 Few resources have been used. In theviicsyears of SDF 6, only $160,000 of the $8 mn set
aside for disaster response grants has been best of the $45 mn SDF 6 loan resources set aside f
disaster management and fiscal distress has beehtogprovide two PBLs, to Belize ($10 mn) and to
St. Kitts and Nevis ($8 mn). There have been tawral disaster loans, two to Grenada for post-
Hurricane Ivan reconstruction ($7.9 mn) and to Bdds ($500,000) for critical coastal erosion cdntro
In 2005, an immediate response loan to Grenadandtural disaster management ($650,000) and an
immediate flood response loan to Guyana ($500,086) remaining SDFU 5 funds. CDB contributed to
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a multi-donor WB-coordinated Regional CatastropRisk Insurance Facility. CDB’s Board approved
this in May 2007. CDB's participation should prd@ian opportunity to be active in a multi-donotufor
and might lead to identification of further prognamg opportunities.

Next Steps: Natural Disaster Mitigation and Respose

5.5.11 There should be a clear set-aside of SDFf@dils for environmental protection and natural
resources management separate from funds to helpsBNfiscal trouble.

5.5.12 CDB'’s PRSD needs to have sufficient exgeitisatural disaster mitigation, which we suggest
is three professional staff. Expertise is key &nd pro-active with BMCs, preparing the relevant
sections in CSPs and mainstreaming natural hazesidimpact assessment in CDB’s project work.

5.6 GENDER

5.6.1 We believe that the SDF 6 Contributors’ str@s gender justifies a lot of attention to theicap

this mid-term review. Gender improvement has keeniority for all MDBs!® However, it is probably
fair to say that they have not been as successthis arena as some bilateral development ageficies

the SDF 6 Report, the Contributors stressed theiitapce of “recognition to the special charactisst

of poverty and gender equality in the Caribbe¥in."The SDF 6 Action Plan committed CDB to
completing gender assessments for ten BMCs angratteg gender into CDB’s operational guidelines.
The CDB Strategic Plan 2005-2009 sets as one ddl@gen corporate priorities “to promote gender
mainstreaming and gender management systems,” asipgrthat was not as strong as some other
objectives’™™ Gender was seen as a key component of fosteralgsive social development, which we
see as an important but potentially limiting cortizec®

5.6.2 CDB has three social development analystsindarporate gender into Bank work. It is vital to
women’s well being, however, that their economiedwand contributions be recognised as well as the
social dimension. Governance issues can be diffédce women and girls than for men and boys. In
addressing justice institutions, for example, CRBirmot assume that police, prosecutors, and juddes w
respect the rights of girls and women. A CDB TAgmamme did successfully bring the issue of
domestic violence home to police forces in a nunah@&MCs3® There was also a TA project that looked
at gender differences in education. Both of th@egects had limited one-time funding. In sum,tices
gender as a social issue risks under-recognitiomaofien’s role as economic producers and as invgestor
in the next generation. The use of a social dgwvaénmt framework to incorporate gender in CDB’s work
has disadvantages. It would be preferable to r@zegas well, that both economic roles and goverea
roles are determined, to an important extent, lnglgeand to take this into account in grants aadso

5.6.3 Of course gender concerns are not solelyptbeince of females. Where men or boys face
discrimination or social barriers because of thgénder, then CDB should equally address those
inequities. Youth and Development is a new cragsifng issue for the Bank. Young Caribbean males
seem to be in trouble, with an increasing dropet rand decreasing representation (presently about
30%) in Caribbean university enrolment. The grayiifferential in male/female educational attaininen
seems to be class-based and not endemic to algyoafes. Nevertheless, the numbers of male drepout
are growing with adverse consequences for educatidcomes, human capital development and social
stability. Gender (male roles) appears to be dofabut other factors (drugs, crime, economic
dislocations) also appear to be influential. Inpeesse CDB has funded small projects in St. Lucid an
St. Kitts dealing with youth and crime. As wéllDB supported a study by scholars at the University
the West Indies (UWI) on male underachievementhénGaribbean.
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Responsibility for Gender at CDB

5.6.4 In 2004, an expert on gender was brought@ as the gender specialist in BNTF. She has
been tasked with producing a gender strategy fof BN Her scope includes a work plan, semi-annual
reports, and annual reviews of the status and itnpaBNTF on gender equiff. CDB plans to hire a
second gender expert to work in PRSD.

5.6.5 In our opinion, a senior CDB executive needse the “champion” for gender equity, in addition
to having support from staff experts. That champimuld assume responsibility and accountability fo
CDB’s work in regard to genderDifferent development agencies have done this imoua ways but
have found uniformly that the combination of seityoand expertise is needed to effect chafigat the
same time it is the responsibility of each offioéthe Bank to consider gender issues each timarmadr
grant is designed.

5.6.6 IDB, AsDB and AfDB have all had gender paiiand action plans for more than a deéade.
Our desk review of best practices indicated that AfiDB is in the forefront, at least in terms of it
“Gender Plan of Action — 2004 to 200%". The AfDB policy sets out a plan for full gender-sitive
management in each major policy, programme unitpaogct®®

SDF 6 Action Plan Commitments

5.6.7 CDB's Corporate Strategy (2005-2009) maderargsitment to produce a Gender Strategy. This
has not yet been dofi®. Nevertheless a significant amount of work is umdg. Social Projects
Division, which administers BNTF, is developing gein TOR for gender assessments. The target date
for their completion is December 2007. CSPs haeently begun to cover gender. However, only the
St. Kitts and Nevis CSP has included significamtatment of gender as a development constraint
(see Table 5.3).

TABLE 5.3: GENDER IN CSPS

Gender Analysis Specific.Stratggy/Actions fqr Addressing
csp Year Approved Included Gender inequity/ opportunities/CMDG 3
Guyana 2002 No No
St. Lucia 2005 Minor No
Belize 2006 Minor No
St. Kitts and Nevis 2006 Yes Social Sector Sub-Goal

Diversity in CDB Employment

5.6.8 The female-male balance in CDB’s managemeteats the size of the ‘feeder group’ by $éx.
The ratio of female executives and managers to lleman-managerial staff is 59%, and the male riatio
48%. However, men outnumber women by almost twor® in professional positions, while
administrative positions are mainly held by worfenlnterviewees, both male and female, mentioned
that there are no women in CDB’s Senior Manager@eatip and Loans Committég.

Next Steps: Gender
5.6.9 CDB needs to meet its commitment to produziGgnder Strategy and conducting gender-and-

development assessments in ten BMCs before theofe®DF 6, and to report the results during
negotiations for SDF 7.
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5.6.10 In completing its Gender Strategy, CDB sthdollow the example of other MDBs in formulating
its internal gender policy at the same time agxternal gender strategy.

5.6.11 A gender analysis should be a mandatory pamtach future country strategy paper, policy-
based loan design and CPA.

5.6.12 We suggest that CDB, while it is Chair & bhteragency Taskforce on Gender, might initiate a
significant regional TA project on gender and depehent in the Caribbean.

5.6.13 CDB has two staff experts in gender, onBNITF and one in PRSD. This is an allocation of
resources equal to that in larger MDBs. Howevewegi the importance of gender problems for both
females and males in the Caribbean at present,thail likely impact on development, we believe that
CDB needs additionally to designate a “championt’ §@nder in the senior ranks of management

5.6.14 Given the importance of gender in the SDEoBtributors’ Report, we suggest that a special
report on CDB’s work in gender be prepared priotthhe SDF 7 negotiations.

5.7 ENVIRONMENT

5.7.1 CDB is committed to good environmental stelship and to ensuring that its operations are
environmentally sound. In the past, it has madetgrand loans in a number of key areas, notably
drainage, sewage and waste water treatment, arabtelis mitigation works, all associated with
environmental benefits. As the Contributors’ RePonbtes, the Caribbean faces many important and
urgent environmental problems including coastakiery deforestation, loss of habitat and declining
ecological diversity, soil erosion, urban sprawhffic congestion and air, water and land pollution
Consequently, CDB and Contributors agreed thatrenmiental improvement would be a vital part of
SDF 6 operations. CDB and SDF (U) Contributorsehset targets for achievement in SDF 6, as shown
in Table 5.4.

TABLE 5.4: ENVIRONMENTAL TARGETS

Targets Stated in the Contributors” Targets Stated in CDB Operational | Targets Stated in the SDF 6 Action

Report Strategies Plan
« Review environmental policy and ¢« Establish sustainability as a * Review environmental policy.
strategy. priority.

¢ Strengthen environmental
e Strengthen environmental ¢ Lend for environmental projects programming.

programming.
« Provide TA for environmental ¢ Integrate hazard risk into
e Strengthen environmental policy capacity development. projects.

« Review environmental policy.

¢ Support MDG clean water
provision.

SDF 6 Action Plan Targets

5.7.2 CDB’s commitment to reviewing its environnargolicy has two aspects - a policy review and a
review of operational guidelines.
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5.7.3 An evaluation of CDB’s Environmental Reviewielines was undertaken in 2006. The
evaluation found that CDB'’s procedures are aligwétl those of other MDBs. However, it found that
environmental concerns are “compartmentalised”iwithe Bank. The evaluation team also conducted a
survey of CDB client organisations that might héexn expected to be concerned with environmental
matters. It found a relatively low level of inteteén and knowledge of CDB’s environmental work.
“Many of the institutions surveyed seemed to hatiée lor no contact with CDB.” Participation in
environmental training, advice and joint work wamimal.®® The review made recommendatitri®r
improved practice.

5.7.4 Consultantd have been contracted to carry out the policy mvién mid-2007, this review is
underway and CDB intended to circulate a discuspimper in late 2007. The inception report of the
environmental policy revie® noted that poverty reduction, disaster risk mamege and environmental
sustainability are closely linked. However, weentitat having set-asides for all three in a sithglsket

can lead to short shrift for the natural environtriéfiscal disasters absorb the lion’s share corgces.

The inception report raises issues in regard taletrdiberalisation being linked with stronger
environmental protections, more emphasis on climbh#nge and disaster mitigation, and greater use in
analysis of the “sustainable livelihoods” approadboastal zone management, deforestation and water
resource management were identified as importaotifies. These recommendations are similar to
observations in the SDF 6 Contributors’ Report.

Strengthen Environmental Programming

5.7.5 The Contributors’ Report envisaged that @mrrental sustainability should receive a
significantly increased priority in SDF'®’ This theme is repeated in CDB’s statement of aate
priorities for the remainder of SDF'®. To implement this priority, CDB has two Environma!
Operations Officers, including one starting in 12697.

5.7.6 To ascertain whether CDB’s environmental otgtthave been strengthened, we tabulated the
relevant projects and analysed commitment flows t¢ve SDF 5/6 period (but not disbursements, which
may be quite a different picture). We distinguiietween grants directly for increasing capacitylifsb

to plan and deliver environmental services andstments) and those that may, depending upon content
and impact, indirectly make a contribution to capac They are categorised by the SDF 6 report as
capacity enhancement or vulnerability reduction awechave retained this distinction. We also exaahin
the flow of loans completely or partly funded by S[U) that have an element of disaster mitigatfén.
We found 12 initiatives in 2005 and 2088. We also examined approvals for the first six rhenof
2007 but found no direct grants for capacity depelent and only one indirect grant, for the
development of a Caribbean agricultural monitosggtem. Table 5.5 describes commitments of TA to
capacity development in the environmental areaday and funding source.
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TABLE 5.5: TA FOR ENVIRONMENTAL CAPACITY BUILDING  ($'000)
SDF | Contributions from

Year Total | Contribution Other Sources
Direct commitments
2001 336 336 q
2002 156 156 q
2003 20 20 0
2004 0 0 0
2005 79 50 29
2006 1,643 1,643 q
2007 0 0 0
Indirect commitments
2001 5,738 3,104 2,6438
2002 282 282 q
2003 7,073 3,417 3,656
2004 93 93 0
2005 3,598 3,599 [0
2006 1,160 1,160 q
2007 50 50 0

Sources: SDF Annual Reports 2004 and 2806

5.7.7 In summary, the large TA commitments in ¢erjears reflect a small number of larger grants.
In the SDF 6 period, the grant for Caribbean BuotddBtandards and the grant for project management
training in BMCs constitute 74% of the total grdnnhding in this area. We found two environment-
targeted loans approved in 2005 and 2006 (Tab)e'5.6

TABLE 5.6: ENVIRONMENT-TARGETED LOANS, BY YEAR

($'000)
Contribution
SDF from other
Year Total | Contribution sources
2001 8,350 2,03( 6,320
2002 None None Noneg
2003 3,057 1,314 1,748
2004 13,175 4,166 9,009
2005 500 500 q
2006 500 500 q
2007 0 0 0

Sources: SDF Annual reports 2004 and 2606

5.7.8 There are several projects under consideratid not yet approved as at April 268mainly on
urban waste manageméfft. CDB has interested itself in the establishmensaid waste management
systems in Guyana; a regional study of the featsibilf rain water harvesting, regional; solid waste
management in St. Vincent and the Grenadines;rdndmal settlement regulation in St. Vincent and th
Grenadines.

5.7.9 The SDF 6 Action Plan envisaged the integnabf hazard risk considerations into project
design. Integration in this case is open to d#férinterpretations and it is not clear from theited
discussion in the Contributors’ Rep8ttwhat exactly was envisaged. CDB has been hindieréts
environmental work by insufficient staff dedicatiedthe matter. This reflects to some degree argéne
staffing problem. One staff member with resporisjbior environmental screening across the rangje o
operations was clearly insufficient. This situatltas improved with the arrival of a second stadfmber
dedicated to environmental matters in PRSD. Howewapacity problems are unlikely to be fully
ameliorated because it is such an important ancdplemarea of work and impinges on so many CDB
activities.
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5.7.10 Disaster response and reconstruction haga peominent in the project portfolio of CDB in
SDF 6. Loans have included $11.2 mn to Grenad#htreduction of vulnerability, largely funded by
SDF (U). Some CDB staff stated that there islitémand from BMCs for environmentally linked loans
This may reflect a diversion of attention to disast but may also reflect the failure of some BMEs
perceive the long-term benefits of investment imimmental protection. Many governments’ discount
rates are high; and long-term benefits, even iepindlly great, are discounted in favour of imméelia
priorities!® One fundamental problem facing CDB is that théirenmental loans and TA it has to offer
are not, apparently, immediately attractive to baers. In the final analysis, it is the resporigibbf
BMCs to put environmental legislation and regulgtadministrative structures in place and to drawrup
CDB'’s assistance in this area.

5.7.11 Some development banks, especially ¥WBave taken initiatives on climate change and dloba
warming. The consensus of scientific opinion et ttlimate change is likely to contribute to a vemisg

of environmental problems globally and in the Claeién. Effects are unknown but there are pos$dsilit
of an increase in hurricane frequency following w@aming, changes in rainfall distribution and iy
leading to watershed damage and increased coassab@e The state of the art of climate predictuioes
not allow precise forecasts. CDB needs to congider it can position itself in regard to this issnehe
longer termt*> CDB has aided the Caribbean Community CentreClamate Change, and provided
grants for natural hazard training and other foomgstitutional strengthening. However, the scafl¢he
effort remains small.

Next Steps: Environment

5.7.12 CDB should complete and implement a neveyaolh the environment. The scope of the policy
should include the environmental impacts of natalishsters but should not be limited to them. &her
are many other important man-made environmentablemos in the Caribbean.

5.7.13 In our opinion, the environmental criterian the SDF (U) performance-based resource
allocation formula should be given more weight aet-asides for environmental grants, separate from
disaster mitigation, should be established.

5.7.14 In addition to mainstreaming environmen&¥iew in its lending and granting activities, CDB
should focus upon training for environmental mamaget, expanding consciousness of environmental
issues, regional debate, publicity, and cooperatitith CARICOM on the environment and with the
Climate Change Centre.

5.7.15 At its small scale of operations, CDB shoségtk niches where it can make a significant
difference in environmental matters. For exampknewable energy sources are important to small
economies that rely on small expensive generatggtq

5.8 PRIVATE SECTOR DEVELOPMENT

5.8.1 CDB supports private enterprise in the Cadnbas a means of economic growth and poverty
alleviation. It does this by lending to the privatector, by making loans and grants to governnfents
private sector development (including infrastruetinvestments): and by supporting the CTCS
Network (with expanded support during SDE% Grants funded during SDF 6 supported training;
improvements to the enabling environment for snaaltl medium enterprises (2005); and the Fifth
Microfinance Roundtable (2006). CDB included soprevate sector related conditions in its OCR-
funded policy-based lending to Belize and to StitsKend Nevis and its reconstruction support to
Grenada. However, the 2007 evaluation of CDB’s dpkrations'® noted a secular declining trend in

CDB'’s involvement in TA for private sector developm**®
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5.8.2 At the end of SDF 5 (2004), CDB producediaa®e Sector Strategy Papéf. The strategy had
three major elements: to support the private sdmntqrroviding finance and TA for development of new
businesses and products (including finance for rnass-related infrastructure where appropriate); to
catalyse larger investment flows to BMCs, and tip lakevelop Caribbean capital markets; and to create
an enabling policy environment for the private eeand to encourage private investment.

5.8.3 The SDF 6 Contributors’ Repdftsuggested that, to achieve poverty-sensitive fEis@ctor
development, the focus for SDF 6 should be on iwipgthe policy and institutional environment for
SMEs. This includes expanding SDF-financed TAIl(@dmg CTCS), strengthening organisations and
institutions that work with the private sector, anbing human resources, and supporting the
development of financial intermediaries (see Contors’ Report Section 3.58). The Contributors’
Report encouraged support for CTCS (“a key toobfrengthening financing intermediaries (and
especially women’s access to them) and expanding'€8utreach to microfinance institutions (3.63).
significant part of CDB’s lending for private secfmurposes has been to development finance inetitut
(national development banks); but CDB has haddiffy finding sound partners. CDB’s 2005 rating of
FI performance found only 10 out of 17 institutionad performed satisfactorily or bettét,with
common problems of poor management and bad debts.

5.8.4 In addition, CDB has committed itself to liea and strengthen relationships with microfinance
institutions (including strengthening the regulgtdramework in which they operate). This has also
proved a challenging area. There have been no loams for microfinance during SDF 6. One
interesting development has been the SDF granptivate sector institution (MICROFIN) to assistat
expand in several BMCs. The grant was used ta stiff, improve information technology and fund
consultancies. Implementation, however, has béem. s This project, if successful, could help bring
commercial firms into a field hitherto dominatedthg public sector.

5.8.5 Contributors welcomed CDB’s intention to sasine guidelines for the micro-finance guarantee
programme. The Microfinance Guarantee Fund waatedein 19930 provide a guarantee for lines of
credit to specialised microfinance institutionsheTinitial funding was $5 mn. However, commercial
banks have been reluctant to take on even thedisédirisk that is involved. This is explainecpert at
least by the poor financial performance of mansfficial intermediaries. The unused portion of thedf

is now $6.4 mn. CDB has scheduled a review opiitgate sector strategy for 2007 that will incluale
review of the guarantee programme.

5.8.6 The CTCS Network is one of the main ways hiclv CDB has supported the private sector.
CTCS provides subsidised consultant help to indiaisl and small companies that need advice in gettin
up or running a business, obtaining finance, skidning, finding markets or dealing with managaine
or production problems. Workshop-based traininghglements individual advice. The service is
managed by a unit in the Projects Department tluaksvwith local organisations in each BMC to take
requests for assistance and match them to expertise
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TABLE 5.7: CTCS ALLOCATIONS ($'000), BY BMC, 2004 AND 2006

GDP per 2004 2006 2004-2006
Country capita ($) Allocation | Allocation Change
Group 4
Guyana 1010 38 76 +38
Group 3
St. Vincent and the Grenadines 3600 89 31 -58
Dominica 3800 15 54 +39
Grenada 3900 50 76 +26
Jamaica 4600 172 139 -33
St Lucia 4800 11 32 +21
St Kitts and Nevis 8200 22 118 +96
Belize 8400 13 0 -13
Group 2
Anguilla 8800 18 57 +39
Antigua 10900 8 44 +36
Turks and Caicos 11500 14 0(1) -14
Barbados 18400 20 55 +35
Trinidad and Tobago 19800 26 46 +20
Group 1
Bahamas 21600 49 22 -27
Total 545 1236

Source: SDF Annual Reports 2004 (Appendix 1I-2) 2086 (Appendix V)

Overall, CTCS allocations more than doubled betw2@db and 2006 and disbursements largely match
allocations with the exception of Guyana (overspantl St. Lucia (under spent) (Table 52).

FIGURE 3: CTCS ALLOCATIONS, BY BMC

CTCS allocation vs country GDP
2006 absolute allocation & 2004-06 change
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Next Steps: Private Sector
5.8.7 When CDB reviews of its Private Sector Deyakent Strategy, it should focus on grants to
improve the policy and institutional framework gmall business, on the CTCS, and on grants andloan
to facilitate small enterprise and microfinance.

5.9 CDB AND AIDS

5.9.1 AIDS is such a humanitarian disaster and sugteat generator of poverty that it is unbecoming
for a leading development institution in the Caehbb to stand aside on the issue. CDB is challebhged
HIV/AIDS even more now that Haiti has joined asaarbwing member. The Caribbean region has the
second highest incidence in the world after subaBahAfrica (an estimated 1% of the populationhef t
OECS 5,000\600,000). The OECS has identified HIW& as a serious threat to its long-term
development. It has received assistance from tlbabIFund to Fight AIDS, Tuberculosis and Malaria,
under the Pan-Caribbean Partnership with other don&ven more striking, there are approximately
300,000 sufferers in Haiti. Unless the Caribbesaalile to control and eventually reverse the pamgem
the prospects for successful development will lb®gsly compromised.

5.9.2 CDB refers to HIV/AIDS in its strategic docents, including acknowledging the adopted
Caribbean indicators for MDG #6 that addresses AlD&laria, tuberculosis and other communicable
diseases. Both SDF 5 and SDF 6 Contributors’ Repmailed on CDB to support the Regional Plan of
Action and help BMCs prepare proposals for accgsfia Global Fund (SDF 5 set aside $10 mn for this
purpose). However, CDB has no current activityeigard to HIV/AIDS. A $150,000 TA grant to Belize
for control and prevention of HIV/AIDS, approved2003, was still not in full operation in 2007.

Next Steps: HIV/AIDS
5.9.3 Inthe last years of SDF 6 and in SDF 7, Gt act with clarity, determination and energy on
the HIV/AIDS crisis. To prepare the way, CDB sdow@view its strategy to respond to HIV/AIDS and

should propose future programming options to tharBo In our opinion, it is not sufficient to leatkds
vital matter entirely to other specialised agencies

6. MANAGING FOR DEVELOPMENT RESULTS

6.01 There are several schools of management thddmee of the main ones are the human relations
school, which emphasises the primacy of peoplergarusations (Elton Mayo, Abraham Maslow); the
pragmatic school of management (William James eehrly 28 century and Jack Welsh of General
Electric in the late 20 century); and, third, scientific management (AdSmith, F.W. Taylor, Peter
Drucker on “management by objectives”). ManagenfentDevelopment Results (MfDR) is in the
scientific management tradition that emphasisagetar measurement and strategic planning. For ofiost
the past century, the centrally planned econonuibevied this model. It is worth spending at lethstse
few sentences putting MfDR into context becaus®pagh it has much to offer CDB, it is not the only
school of management theory nor is it the domiraret in advanced mixed market economféslt is,
however, high profile among MDBs.

6.1 RESULTS-BASED FRAMEWORKS

6.1.1 All the MDBs have initiatives related to MfOR The terminology was reflected in the Paris
Declaration on Aid Effectivenes® It was also one of the four main themes of thepdRe of
Contributors to SDF 6. The SDF 6 Action Plan engded strengthening development effectiveness and
MfDR. Specific commitments in that Plan include@garing a results-based Strategic Plan 2005-2009,
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updating and preparing results-based country giegeand developing joint approaches to MfDR in
selected BMCs.

6.1.2 As well, the Action Plan envisaged that thestlts” would be increasingly defined in terms of
the Caribbean-specific targets for MDGs. It alavigaged that CDB would consider the principles and
targets enunciated by the Paris Declaration onHEidctiveness (2005) and align its approach to MfDR
with those principles and targets so far as the G0Brd adopts them. (Table 6.1)

TABLE 6.1: COMMITMENT TO MFDR

Country and Regional MfDR
1. Support for development of Caribbean-specifi@®itargets and indicators.
2. Capacity-building in BMCs for measuring, moniitg and assessif§ MDG targets

Institutional and Corporate MfDR

7. Implementation of strengthened country straf@gygess, including development
of increased-results orientation.

8. (a) Completion of CDB Strategic Plan 2005-2009
(b) Further development of Results Based Mamage¢ (RBM) in CDB operations.

MfDR through Partnerships and Harmonisation

30. Development of joint approaches to MfDR in stdd BMCs.
33. Paris Declaration Indicators modified and addpt

Source: Resolution of Contributors to SDF 6, Octdts; 2005, p.33

6.1.3 Multilateral organisations, donors and partrmuntries are focusing their efforts on achieving
country-led development results — that is, outcothasimprove the lives of citizens, especially fuor,
and that contribute to sustainable growth.The genesis of “managing for development resuita$ in
the renewal of public sector management in geriertlie past 20 year$® There has been worldwide
public sector reform aimed at giving public seatmnagers the authority and responsibility to manage
not only inputs and activities, but also meaningfutputs and outcomé&. It is a tool used by public
sector senior management teams to signal the gmesrt’s priorities and to align the work of agendies
their strategic objectived® MDBs have some experience in applying results fraonks to produce
outcome¥?® by using results-based strategy and performameeeivorks=>® For example, AsDB Pacific
Region has a working model for coding and analypiaject results and aggregate results, and aggrega
portfolio results (country, sector or thematic).

6.2 RBM

6.2.1 The SDF (U) Contributors signaled a strongnmitment to managing for development results
throughout their 2005 Report. A year later the CB#ategy 2005-2009 followed suit. It reflected
significant progress in institutionalising resuttenagement in the CDB'’s strategy and corporate. plan
CDB Strategy 2005-2009 committed CDB to use thebBaan MDGs (CMDG) in evaluating its own
work.*** Contributors expected CDB to build capacity amdié¢lp BMCs use a results-based approach to
achieve CMDGs.

6.2.2 The Strategic Plan was followed in 2007 by beginnings of a results-based performance
framework, sometimes called the “Cascade”, whicla isierarchy of priorities. This framework has
several strengths and has room for further devedmpm One notable omission is that there is no
measurable indicator for achievement of the CDBsiurs statement. The five strategic objectives are
clear but measurable targets are not fully developehey are supported by 11 expected outcomes with
“indications”. These indicators are not yet fuBpecific, M easurableAchievable,Relevant andl'ime
Targeted (SMART}*
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6.2.3 The CDB’s working document for the July 206ffeat, entitled “CDB’s Corporate Priorities and
Administrative Budget Envelopes for 2008-2009,” ibsgto align budgets with desired outcomes. For
example, for the corporate priority to create “adenm effective public sector capable of delivering
valuable public service”, it notes that this prigrhas “attracted $60.5 mn or 20% of the valuehaf t
loans in 2005/07,” of which 60% goes into “strerggiing and modernising public utilities and
infrastructure”.

6.2.4 In June 2007, CDB instituted an ‘all managetm@s compared with executive managers only)
meeting to discuss a strategic priorities papeaff &ill be guided by the priorities in their wodtans for

the next year. Division Heads will develop resblised and budgeted work plans, aggregating
individual staff plans and presenting them at aag@ment retreat, normally in July. After the ratr¢he
Finance and Corporate Planning Department willliseathe corporate priorities for discussion witle t
Board at the August meeting. It will then preptre strategy and budget for Board approval in Gatob
This is generally the cycle CDB plans to followthe future. Each of the management steps seen in
Figure 4 offers an opportunity to review progresarkars towards desired outcome level results at the
portfolio and country level.

FIGURE 4: OPPORTUNITIES TO REVIEW PROGRESS ON DEVELOPMENT RESULTS

December January

Board Meeting
Fiscal Year End

November

February

\ Board Meeting

CDB Corporate Strategy Cycle

March
Octobel
«Quarterly Operations Management Co.
Board MTG: Multi-Xear Work «Country Committee Meetings
Program and Budget Approval «CDB Annual Economic Review / ApriI
Quarterly Meetings
September
A
Board Meeting:
Corp Priorities Budget Efivel
August ‘ Annual Meetings/ Annual Report
June
July June: Mgt Retreat:
Review/Renew Strategic

July Mgt Retreat: Unit Mgrs. Present Results ‘ Objectives

Based Work plans and Pronosed Budaets

Source: Author

CDB Project Results Frameworks

6.2.5 The essential elements of an MIDR system algectives that are both meaningful and
measurable; a manageable number of key performiadimators (KPIs) that are SMART? baselines d
targets for the KPIs; and progress informationah lproject and portfolio levels.

6.2.6 A full portfolio analysis was outside the gemf this Mid-Term Review. However, review of a
small sample of projects indicated that CDB’s prbjdevelopment objectives were not always clear
about outcome commitment¥. Baseline information seems relatively rare buiits not within the
scope of this study to explore the degree to whkiath information exists for CDB projects. We found
that the work that goes into developing the Loggameeds to be strengthened technically, or perhaps
replaced by more robust results framewdRs.
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Gender and MfDR

6.2.7 CMDGs for gender include three targets ame mdicators that focus on equal education for
males and females and the elimination of impediswemeconomic equality. The targets call for acto
increase women’s representation in local and natielected bodies and to reduce gender-based gmlen
by 60%. The projects we examined suggest thatetloesnmitments need to be addressed more
systematically in CDB'’s portfolid®

Next Steps: Results Frameworks

6.2.8 The next generation of CDB strategic plarsughinclude further analysis of relative priorisie
among CDB'’s poverty-reduction objectives, an analg$ whether the existing portfolio of loans andl T
is a good fit with those relative priorities, and raeasurement system for tracking both CDB's
performance and overall Caribbean progress towasgscific objectives. CDB should use the CMDGs
and Targets as the framework against which to marsagl measure its progress towards resifts.

6.3 RESULTS-BASED COUNTRY STRATEGIES

6.3.1 The Contributors’ Report called for betterRSSwith a timetable for producing them. In 2005,
response to the SDF (U) Contributors’ Report, itat bf a new generation of CSPs (the St. Lucia)CSP
was completed. The international community is newperimenting with moving beyond individual
donor country strategies to amalgamating donotegjfi@s into one harmonised development strategy,
plan, and results framework for each country amtbseused by all development partners alike, idicig
non-government organisatiohis.

6.3.2 CDB has made progress in developing couritategjies, but slowly. Three country strategies
have been approved by CDB since 2005. Several 88Rsbeen in draft for a considerable time. Seven
are planned for 2007 and seven for 2008. The®iialCSP will be revised in 2009. (Table 6.2)

TABLE 6.2: TIMING OF CSPS, BY BMC

BMC Approved CSP | Most Recent CSP Next Planned CSP|
Anguilla n.a. 2008
Antigua and Barbuda n.a. 2007
Bahamas n.a. 2008
Barbados n.a. 2007
Belize % 2007-09 2010
British Virgin Islands n.a. 2008
Cayman lIslands n.a. 2008
Dominica 2001-03 2007
Grenada 2000-02 2007
Guyana 2002-05 2007
Haiti n/a. 2009
Jamaica 1999-2001 2007
Montserrat n.a. 2008
St. Kitts and Nevis v 2007-09 2010
St. Vincent and the Grenadines n.a. 2007
St. Lucia % 2005-08 2009
Suriname n/a n/a
Trinidad and Tobago n.a. 2008
Turks and Caicos n.a. 2008
Prepared by Economics Department n.a. = Not available n/a = not apglile
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6.3.3 It is unclear how much the CSP influencesphiern of lending. CSPs do not have a results
framework that aligns the current and planned pbotfwith CDB outcomes, although alignment is
sometimes mentioned in the text. Commitmentsrigeta are scarcé’

6.3.4 Each CSP is the product of an EconomisteérBtonomics Department. It is not yet the product
of a fully engaged cross-CDB team, despite thetfeatt a focus onlesired outcomes usually requiees
multi-sector and multi-disciplinargpproach A joint regional strategy or joint country segites with
other Contributors and non-governmental entiti€sfoaller countries may be worth pursuing. Thid-mi
term review did not include country visits so itsnzot possible to explore the BMCs’ perspectives.

Results Focus in the Country Strategies

6.3.5 The three CSPs approved since 2005 contapedeanalysis of country conditions and other
donor programmes than previous CSPs. The BeliZe, @8 example, provides a thorough analysis of
the government’s current economic and social chgée and an in-depth report on IDB, DFID, other
donor and CDB’s assistance relative to these atg#le It provides valuable information for
development practitioners, as do the St. Lucia thedSt. Kitts and Nevis CSPs. The Belize CSP sets
forth a modus operandi for CDB’s programming basedhe Paris Declaration principles, and describes
objectives in these terms. The CSPs for St. Laoeh St. Kitts and Nevis have strategic objectived t
focus on development results. All three CSPs puasiderable emphasis on explaining the government’s
direction and attempt to align the CDB pipelinestgpport the government’s development objectives.
Nevertheless, the results frameworks in all thesently-approved CSPs need rethinking to move om
project-by-project orientation to a more generahfework of results target&.

Next Steps: Country Strategies

6.3.6 CDB should give high priority to producingcekent country strategies by cross-department
interdisciplinary teams, working within the framewoof CDB’'s Strategic Plan, making clear
commitments to specific results, clarifying accability for country strategy implementation (coyntr
focus), and evaluating performance against thosatesfies and reporting to the Board on a regular
basis. BMC perspectives on CDB country strategiesd to be explored in the upcoming multi-cycle
evaluation of SDF (U), and in preparing SDF 7.

6.4 CMDGs

6.4.1 CDB has been a leader in the developmerteoCMDGs. In 2004, in partnership with UNDP,
CDB invited BMC representatives from Finance, Plagrand Statistics Ministries to a regional meeting
to discuss adapting the MDGs to Caribbean circumsts A follow-up 2005 meeting with CARICOM
was attended by delegations from 17 BMCs and SmgnaAlso attending were representatives of civil
society, United Nation agencies and the Presideditsanior staff of CDB. A paper presented by CDB,
and a UNIFEM paper prepared for CARICOM suggestjegder indicators, were discussed in the 2005
workshop meetings.

6.4.2 The output of the two meetings was the Cadbkspecific MDGs. These were considered in
June 2007 at CARICOM and sent to the high-levelurgr the Council for Human and Social
Development, in August 2007. Endorsement by thenCib constitutes endorsement by BMCs. This is
an example of significant leadership by CDB on M{DR
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6.5 MEDR AND PARIS DECLARATION INDICATORS

6.5.1 Improvements to managing individual projeagminst KPIs are important, but managing the
portfolio against CDB’s commitment to strategiculés is crucial. The correct direction is to move
beyond multiple projects with separate sets ofdatdirs and targets to sets of interventions (pdotp
that share common results frameworks.

6.6 EVALUATIONS

6.6.1 Evaluation commitments had a prominent plade SDF 6 Contributors’ Report. CDB aspires
to building a “knowledge bank” for itself and itssmber countries, and evaluation is a key part isf th
One of the six themes for SDF 6 articulated byGlatributors’ Report was “planning for a multi-pkas
evaluation of SDF (U)”. In addition, several aotidtems referred to strengthening, monitoring and
evaluation or referred to specific evaluations (€&b3).

TABLE 6.3: EVALUATION COMMITMENTS, ACTIONS AND STA TUS AT AUGUST 2007

Evaluation Commitment Action and Status

Plan for a multi-cycle evaluation of SDF (U) (SDFoASDF 6) Done in part. Three component evaluation
completed. Synthesis evaluation scheduled |for
2007-08

Mid-Term Evaluation of BNTF Evaluation underway.ilMkeport in 2008.

Evaluate CDB'’s approach to environmental impact ®@ee Section 5.7.

Evaluate CDB project appraisal (EIA) requirementsid a Environmental Review Guidelines evaluated |in

procedures 2006. (See Section 5.7)

Evaluate CDB'’s TA operations Done. See Section 3.3.

Use the Project Performance Evaluation System (PPE®re | Not done, but not clear to us that this is prattta

fully in BNTF the very small scale of BNTF projects. The current

mid-term evaluation of BNTF may comment.
Use PPES to monitor TAs over a certain size andrtieyg the| Not done.

performance of TAs over a certain size along witle foan
performance data in the annual report to the Baarcportfolio

performance

Using MDGs (with Caribbean-specific targets) agamework for| Not done. Not clear that this is practical, gitiea

monitoring and assessing SDF 6 methodological problems inherent in trying [to
attribute changes in MDGs to CDB interventions

Improve PPES Done. See Section 6.7

Improve the Project Performance Monitoring SystefaNIS) Proposal for major overhaul is pending.

Source: EOV, CDB, August 2007

6.6.2 During SDF 6, 2005-2008, the EOV Division esis to produce 71 products. It has three
professional staff and an annual budget of apprateiy $400,000. Major evaluations are normally
contracted out to independent evaluators. The \woogramme is shown in Table 6.4. It includes four
thematic evaluations (Environment Review GuidelirZ306 described in Section 5.7; Natural Disaster
Management, 2007, Human Resource Development, 20d&overty Reduction, 2009).

6.6.3 EOV undertakes post-implementation projeclwations, programme evaluations and project
performance audit reports (PPARs). Apart fromttiematic evaluation listed above, EOV will complete
eight programme evaluations during SDF 6 (Disalstenagement Facility for the Caribbean, 2005; the
Student Loan Scheme, 2006; TA and CTCS, 2007; Mged-inance, Agricultural and Industrial Lines

of Credit, and the Canadian Technical Cooperatiomdi-2008; Development Finance Institutions, 2009;
four sector evaluations (education, 2007; rural ettgyment, 2008, road transportation, and urban
renewal/human settlements, 2009). EQV is workinggoint evaluation with the International Fund fo
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Agricultural Development in Belize, addressing tlB®mmunity Initiated Agriculture and Rural
Development Project

6.6.4 EOV will also undertake a special multi-cyelaluation of the SDF 4 and 5 in 2008, and will
complete its first Country Strategy Evaluation 002. In addition, it plans four methodological &iog
papers and other oversight-related products &sllistTable 6.4.

TABLE 6.4: WORK PROGRAMME OF EQV DIVISION BY YEAR

Report

2005

2006

2007 Planned

2008
Planned

2009
Planned

Total

PPARs
Post-Implementation Project Evaluation
Sector Evaluations
Thematic Evaluations
Programme Evaluations

n

1
2

1
1

2
2

2
2
2
1
1

a1

Special Evaluation Study
Annual Portfolio Review 1 1 1
Verification Report of Projec 1 1 1 1
Supervison Reports (PSRs)
Validation Reports 1 1 1 1 1
Disbursement Reports 2 2 2 2 2
Quality at Entry 1 1
Quality of Supervision 1 1
Quality of Economic Sector Work 1 1
Management Action Reports
Country Strategy Evaluations
Oversight Reports (Internal Audit)

1
1
2 2
1
1

M~ OIF,O0OMDMO

N o
= o
ok
= =
= =

H
\IONWI\)I\)I\)OU'I

Total 10 9 14 1

Source: EOV, CDB, August 2007
Joint Learning by CDB and Member Countries

6.6.5 CDB’'s EOV Division has produced evaluatiomd#s that should be useful to policy makers in
BMCs as well as to the Bank. Therefore, in theitspi joint accountability and learning embodiedthe
Paris Declaration on Aid Effectiveness (2005), waggest that CDB’s evaluation reports and
management action plans arising from them be pualolowments.

Governance of Evaluation

6.6.6 The greater the independence of the EOV DBivisthe more objective it can be and the more
valuable to CDB will its findings be. To achiewvedependence, ideally, the Evaluation Division stioul
stand outside the normal hierarchy of managemeaporesibility and control.

6.6.7 Other MDBs, including WB and AsDB, have theiraluation divisions (called Independent
Evaluation Divisions to emphasise the point) repothe Board through a “Committee for Development
Effectiveness” (CODE). This Committee overseesluaton (including staffing and budgéty and
approves the multi-year evaluation strategy (reinigvits integration with CDB operations strategpia
evaluation work plans. CODE approves the evalaafigision’s budget; and reviews td@nual Report

on Portfolio Performanceaand all evaluation approach papers, final evalnateports and management
responses to the recommendations of evaluatiomestudDB does not have a resident Executive Board,
so committee work is not easy to organise and reag to fall on the shoulders of members who have
representatives resident in Barbados. Nevertheflesaspotential importance of a CODE would justify
some investment and innovation, perhaps in a “@ittGODE.
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Evaluation Inputs from other CDB Departments

6.6.8 CDB’s CPD is responsible for the Bank’s ollérasults framework”; the Projects Department is
responsible for project performance monitoring aswbring; and the Economics Department is
responsible for producing results-based countategies.

6.6.9 Some aspects of this joint system need wbdt.example, CDB sector strategies papers need but
sometimes do not have a “results architecture” regaivhich to manage and measure the CDB sector
portfolio. Each CSP should include a performanceasarement system to provide clear linkages
between project performance and country and setimctives. Logframes need to be more results-
oriented and the results commitments in those lamgés need to be better monitot&d. Project
Completion Reports (PCRs) and PSRs are sometintesvadable in a timely manner, with consequent
delays in reporting to the Boalf. PSRs are not always completed and signed offkyuifter each
milestone’** the Annual Report on Portfolio Performance beitg.| The shift of responsibility to EOV

to produce this Report, while well intentioned taprove timeliness, was not well advised since E@QY h

no authority to command the necessary inputs. étesipility is best left to the Projects Departmsinice

the performance data is generated in that DepattnmiEme responsibility of EOV should be an oversigh
responsibility (audit and testing of the performarscores assigned by the Projects Department), not
producing the report itself.

Next Steps: Evaluation

6.6.10 CDB should consider improving the visibldependence of the EOQV Division by having it report
directly to the Board, as is best practice in othébBs, and instituting fixed tefffi non-renewable
appointments for Directors of Evaluatioff.

6.6.11 CDB’s EQV should prepare a multi-year Evétua Strategy and Workplan as a working paper
in support of the SDF 7 negotiations. In this nejave have recommended, in other sections of this
Review, that evaluations be conducted of: (a) negligorogramming; (b) CPAs and strategies; and
(c) private sector development.

6.6.12 Evaluation should be a prominent featureCaiB's website homepage, and all evaluation
products and their related management action plsimsuld be posted to the site within six months of
completion.

6.7 PORTFOLIO PERFORMANCE MONITORING

6.7.1 CDB monitors project performance, and padfg@erformance, in its PPMS. Information on
each project is entered into the system at eage sththe project cycle. Project performance ssare

part of the information. CDB has a PPES that pceduhese scores. PPES contains six performance
criteria: strategic relevance, poverty relevangfgaey, cost efficiency, institutional developmentipact,

and sustainability.

6.7.2 In principle, the performance scores (PPES)updated when PSR is prepared; and PSR is, in
theory, due within two weeks of the project supssvireturning from a field visit. In practice, nyan
PSRs are done much less frequently. There is tmmatic calculation based on the PPMS data thgs fla
“projects at risk”.
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TABLE 6.5: PORTFOLIO PERFORMANCE SCORES,
ALL ACTIVE LOANS, 2004 AND D05

Country 2004 2005

No. of | Performance No. of | Performance

Projects Score (0-10) Projects Score (0-10)
Countries with three or fewer projects
Anguilla 02 6.4 03 6.7
Antigua and Barbuda 03 4.9 03 4.8
Bahamas 01 3.9 01 3.9
British Virgin Islands 03 5.8 02 6.1
Cayman Islands 01 5.7 01 5.7
Montserrat 02 15 0 0
Trinidad and Tobago 04 6.9 02 6.9
Turks and Caicos Islands 02 4.5 02 4.9
Regional 02 5.8 02 5.9
Countries with five or more projects
Barbados 06 5.4 05 5.4
Belize 11 5.9 11 5.9
Dominica 10 6.2 10 6.1
Grenada 09 6.3 09 6.2
Guyana 08 6.6 10 6.6
Jamaica 10 5.9 11 6.2
St. Kitts and Nevis 09 5.8 10 6.0
St. Lucia 16 6.3 15 6.2
St. Vincent and the Grenadines 07 6.3 10 6.5
Total 106 6.0 107 6.1

Source: CDB EOV, July 2007

Findings on Portfolio Performance Monitoring

6.7.3 In mid-

(@)

(b)

(c)

(d)

(e)

2007, the main problems with CDB’stfaio monitoring were:

project data was not being input into PPMS in a mlete and timely fashion. At
June 30, 2007, information on 62 of 103 active soavas complete. Of the 62, a
Division Chief had signed off 19. Of the 41 prdgewith incomplete information, 16 had
no information in PPMS related to performance nwimg at supervision. The others
had various amounts of information but were not glete;

because the information in PPMS was not completieugmto-date, Managers could not
rely on the ‘projects at risk’ red flags to aldrem to problems;

although required, few PCRs were completed. Sé&ik (U) reviews over a long
period of time have commented on the lack of PERs;

the data in thénnual Report on Portfolio Performante the Board was currently about
a year in arrears. In July 2007, data for 2006 matsfully available. The 2006 Annual
Report on Project And Portfolio Performance is liikio be presented to the Board in
December 2007 or later;

the reasons for the lack of timely input to PPM8& bheyond the scope of this general
mid-term review of SDF (U). Some staff think tllaé computer system is not as user-
friendly as it should be. However this does n@nsdo be the root cause of the non-
completion problem. CDB has experience of tardyletion of supervision reports and
PCRs that pre-dates the present system. EQV iwaiting for a sign-off by a Division
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Chief before the data that is entered by a PoatfiMlanager can be used for reporting
purposes, while recognising that the later revied sign-off might affect the final PPES
scores. The basic problem remains that a largeeptage of active projects do not have
a complete and up-to-date supervision record in 8Rfsbout 40% of active loan
projects, and all TA projects, in July 2007, did have complete supervision records in
PPMS);

() data for TA projects was not being input to theteysafter the initial input of project
data that is necessary to obtain a project registranumber (PRN). It has been
suggested that only large TA projects (projectsr 400,000 that require a Logframe)
should be monitored though the PPMS and PortfaliddPmance Index (PPI) systems.
However, this seems less than satisfactory bedhese are many important TA projects
with smaller budgets than this;

(9) PPl is unstable for countries that have a smaltfglay, say three or fewer active
projects. One additional good or bad project céange the country’s average
performance score radically. This has adverse icajpbns for SDF (U) resource
allocation by a formula that includes a portfolierformance variable. The Review of
the Resource Allocation System (See Section 2&@)menended using three-year rolling
averages as input to the resource allocation fanard

(h) since PPl was designed, CDB has instituted a strdiogus on MfDR. The link between
monitoring project performance in PPMS and managpnglevelopment results needs to
be clarified. In principle, the “efficacy” critem in PPI is based on results. However,
the connection needs to be made explicit.

6.7.4 The Board should receive the Annual RevieRartfolio Performance at its May meeting (up-to-
date to the end of the previous December). This vewommended in the 2004 Annual Portfolio
Performance Review and noted as “outstanding” én2®05 Review?® In our opinion, to enable this to
happen, and to serve management needs, CDB needsive up-to-date status on its current project
records in PPMS every six months, i.e., data shbeldp-to-date at mid-year and end-of-year. Ohise t
on-time standard is achieved for loan projects, GlhBuld begin requiring input of full supervisioatd
(including PPES scores) for all TA projects ove0@D00. At a later date, data for all TAs over $25
should be fully inputted. The Projects Departmiakies a risk-based approach to managing projects,
whereby projects-at-risk receive more attentiorn fdcilitate this, all projects must be processéithivv
PPMS, performance data in PPMS has to be kept-dpt®y and the project-at-risk red flags need to be
monitored.

Next Steps: Project Portfolio Monitoring

6.7.5 The portfolio information available to managgnt to guide decision making, and presented to
the Board, must become timelier and more complete

6.7.6 Project officers need to be supported and encoutdgekeep the records for their projects up-
to-date. To do this, some procedures may haveeteitplified. It may be possible to provide more
mobile technology to the operations officers s/ tb@n enter information in the field. Light noteko
computers (or docking computers), web-based adod8®MS forms, and voice-recognition software for
hand-held recorders are possibilities.
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6.7.7 Since this work is all done in the ProjectepBrtment, CDB should consider whether
responsibility for PPMS and for the Annual Report Rortfolio Performance should reside there rather
than with EOV.

6.8 CDB-BMC JOINT APPROACHES TO MfDR

6.8.1 It became clear to CDB representatives dutiegmeetings on CMDGs that poor statistical data
was an important constraint for most countries mkimg use of CMDGs. One response has been to
reemphasise CPAs, ten of which are supported by.CBBother response by CDB has been to fund
training for demographers — a three-year prograrsiaeing with 100 participants at UWI in the summer
of 2007 - in order to advance country capacitydthgr statistical evidence for programme plannimg) a
performance measurement.

6.8.2 Nevertheless, CMD&8 expanded the MDG targets from 18 to 25 and thebmurof indicators
from 48 to 90"° We wonder whether this was wise given the wealstizd! capacity in the Caribbean.
One of the basic tenants of MfDR is “keep it simplese a few, but vital indicators”.

6.8.3 The SDF 6 Action Plan did not articulate eiptargets for progress on MDGs in 2005-2008.
CDB has been an active member of the SPARC pre@jeatnentioned in Section 5.1.4. CDB is the
executing agent for an IDB grant of $350,000. dttpered with UNDP, UNIFEM and UNECLAC in
Grenada in implementing a countrywide questionnidua provided social data for the Poverty Reductio
Support Programme. It supported the Barbados gowemt in preparing its first Human Development
Report (for 2009). CDB intends to work with UND® d$upport IT capacity building, and to improve
access to datd- There have been two recent capacity-buildinggmtsj one in Jamaica for public sector
reform and one in Barbados for financial sectoomef that are aimed at the governments’ capacity to
manage performance. But overall, CDB has not esipbd MfDR as part of its public sector reform
efforts.

Next Steps: MfDR

6.8.4 CDB should be an active participant in therldwide Managing for Development Results
Community of Practice sponsored by DAC and otheBstCand should be the lynchpin for the extension
of this community of practice to its BMCs in theriBlaean. CDB should create links with current
international work on MfDR, and shoulge represented at international forums on MfDR; autive
within the communities of MfDR practice. In subs®nCDB’s challenge is to conceptualise and
implement a seamless “results architecture” for msting CMDGs. To assist with this, CDB should form
a network of MfDR managers across its departmeimtis MfDR Network could concentrate on sharing
lessons, identifying resources, and customisingnlag strategies for managers. It could also workhw
key partners including BMC governments on MfDR.

7. MEMBERSHIP

7.01 Contributors emphasised the importance of eipg CDB’s membership during SDF 6. There
are many good reasons for this, including reaclingy scale of operations needed to achieve CDB's
mission of being the premier development orgarogain the Caribbean. However, one must keep in
mind that CDB is, in fact, a small organisationtthas taken on significant responsibilities withitHas a
borrowing member, and may need time to digest thesgonsibilities.
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7.1 MEMBERSHIP EXPANSION

7.1.1 TheResolution andreport of the Contributors to SDFe&&tablished four broad themes for the
Sixth Cycle, one of which was the planning for, aingplementation of, the expansion of BMC
membership. On this basis, the TOR for this miditeeview of SDF 6 require that the Consultantg tre

on the progress of efforts to expand CDB’s borragvand non-borrowing membership of CDB and
to ensure additional contributions to SDF (U).”

7.1.2 Membership expansion is an important mattethfe Bank because its mission and strategyhbe to
the premier multilateral development institution tie Caribbean. This requires an expansion of its
membership, and expansion of SDF (U) in order teetthe resources to work with a broader borrowing
membership (staff resources, capital resourcesaa®A credit rating).

7.1.3 The context, on the positive side, is thah&lpined CDB in 1998. Haiti became a CDB member
in 2007. Several countries have indicated an @stein membership, including Suriname and the
Dominican Republic. On the negative side, Franitedrew from membership of CDB in October 2000
and the Netherlands, which had been a significamtributor to SDF (U), ceased to contribute afteFS3.

The Bank has undertaken a major commitment in dicgceplaiti as a borrowing member, while, at the
same time; its SDF (U) contributor base has sicguifily eroded with the loss of France as a memhbgr a
with the inactivity of past SDF (U) contributorscinding the Netherlands and the United States. The
shortfall in expected contributions was covere®F 5 and SDF 6 by expanded contributions by the UK
and Canada. This provided CDB with a breathingcespga which to take the initiative to invite new
membership applications.

7.1.4 CDB developed a membership expansion strate206. The implementation of the strategy has

emphasised high-level contacts with prospective begs This is appropriate, but such contacts teebd
supported by detailed written staff analysis otheease for accession.

7.2 NEW BORROWING MEMBERS

7.2.1 In the past two years, CDB has approved meshipeof two new BMCs, both full members of
CARICOM - Haiti and Suriname. Haiti's membershipdiscussed in Section 3.5. Suriname has not
completed the membership requiremeénts. There were two points in the SDF 6 Action Plaatth
assumed a successful conclusion to Suriname’s mshipepplication as a Category 4 country: (a) CDB
should prepare an indicative programme, includiogsaerations of delivery capacity, and (b) CDB
should conclude an agreement with the Governme8uahame on an initial programme. However, this
work cannot proceed without closure on Surinamessfvership application.

7.2.2 The Dominican Republic has indicated an a@#erin becoming a member of CDB. The
Dominican Republic is a member of the regional eystgoverning EU-Caribbean relations under
CARIFORUM. It is not a member of CARICOM althougjhhas had observer status for two decades, at
one point asking unsuccessfully to join, and hdsea trade arrangement with CARICOM. The Bank
included the Dominican Republic in a list of potehtmembers in its 2006 membership strategy
document, notwithstanding the country’s decisiongiee first priority to its membership in Central
American trade and development institutions unter €entral American Integration System (SICA)
rather than those of CARICOM. In the trade arbayd is the US-Central American Free Agreement
known as CAFTA-DR. In the development area, thisréhe Central American Bank for Economic
Integration known as CABEI, where the Dominican &Wdjz has been a paid-in non-regional member
eligible for (non-concessionary) borrowing since 12006 (along with Panama).
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7.2.3 If the Dominican Republic were to join CDBwiould be the first Spanish-speaking borrowing
member. This would be a major step towards CDBimang a truly pan-Caribbean institution. At the
same time, there would be challenges in programifiing borrowing member whose linguistic, cultural
and historical traditions are largely outside CDPast experience. There could be major benefits fo
both CDB and the Dominican Republic but successldveoequire intense preparation by the Bank,
changes within the Bank and appropriate resou(Be® Section 4.2 Country Focus).

7.2.4 Finally, mention was made in the Bank’s mensiip strategy document (2006) of the
Netherlands Antilles as a possible regional borngmmember. The Netherlands Antilles is a five-
member independent entity (dominion) of the Kingdainthe Netherlands, which controls foreign policy
and defence. The Netherlands Antilles is activih WIARICOM Secretariat in regard to trade matters.

7.3 REGIONAL NON-BORROWING MEMBERS

7.3.1 The three regional non-borrowing members BBGare Colombia (accession 1974), Mexico
(1984) and Venezuela (1973). The rationale forr tiiembership is their position as Caribbean nation
All contributed to each replenishment of SDF (WMexico contributed to “SDF Other” in SDF 1 and
SDF 2). In addition, Mexico and Venezuela, haveticbuted to CDB’s other concessionary funds from
time to time.

7.3.2 Their SDF (U) contributions were $3 mn eaoh the past three replenishments, with the
exception of Venezuela’'s contribution of $3.6 mnSDF 6. This means that the real (after inflation)
contributions have been declining. Their SDF dbations total 11% of SDF (U) resources over the si
cycles and 6.5% in SDF 6. This is considerablyartban their 2.89% share of OCR capital. All three
countries are classified as emerging donors.

7.3.3 The Mexican, Columbian and Venezuelan Dirsct;m the CDB Board have often interested
themselves in CDB administrative and transactiostsco It may be that expansion of CDB’s borrowing
membership in the Spanish-speaking Caribbean islamght naturally kindle increased interest in SDF
programming.

7.3.4 Mexico has generally preferred to contriblotearmarked funds in OSFR. Whether this would
change if CDB established Strategic Thematic Fui8e IDB, Section 3.3) is impossible to say in
advance.

7.3.5 Venezuela has expressed a preference thidaiisnal Development Bank be the agent for its
fast-expanding oil revenue-based foreign assistamieh is part of President Chavez’'s challengéhto
Bretton Woods multilateral system. CDB could peh&xpand its role as a development partner to
Venezuela but Venezuela appears to be emphasigiag@hannels of development financing at present.

7.3.6 Costa Rica and Brazil are also potential GB&nbers. Both countries are emerging donors.
Costa Rica has extended its bilateral technicaperaion programme and diplomatic presence in the
CARICOM region during the present decade and gsel as a linchpin nation between the two sides of
the Caribbean Sea. It enjoys good relations wWRICOM. It has progressive development policies
(these are best known in the sustainable enviroharea) and has a strong multilateral traditiorkiong
outward from the Central American region.

7.3.7 Brazil has geo-political interests in theildlagan as part of its general position in the Agasi

It has indicated an interest in CDB membership aray formally present an application. If so, the
application would likely to be accepted. HowewRrazil's substantial participation in the Bank it

to be negotiated.
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7.4 NON-REGIONAL NON-BORROWING MEMBERS

7.4.1 CDB has had non-borrowing members sincendsgtion in 1969. UK and Canada were the two
founding non-borrowing members from outside thei®eg Of course both have strong historical links
with the Caribbean and current interests as well.

7.4.2 Now that CDB intends to expand its borrowimgmbership, particularly in the Spanish-speaking
Caribbean, it makes sense to think of complemergapansion of the non-borrowing membership as
well. That is, a strong part of the case for n@m-horrowers is that they have economic, linguiatid
cultural links with CDB’s expanded regional borrogyi membership. Thus Spain, India, and the
Netherlands are potential non-regional membersged, with its strong historical connections with
Caribbean people, could conceivably be anothés économy continues to grow rapidly.

7.4.3 Another important motive for CDB is to attraww non-borrowing members to maintain its
Triple-A credit rating, France’s resignation lowerde ratio of Triple-A callable capital to totali@able
capital, and this needs to be repaired.

7.4.4 CDB faces the task of balancing new non-regionembership with the desire to retain voting
majority of regional members. There was a proptsanshrine this principle in the CDB Charter but
seems likely to remain informal but generally agred he principle brings with it the requiremenath
BMCs maintain their capital contributions in lineithv their voting rights. Given their budgetary
constraints, changes may have to be phased in@hadurhe balance could possibly be maintained by
expanding regional and non-regional membershipatsame time, but it is unlikely that the accession
timing could be controlled that finely.

7.5 NON-TRADITIONAL MEMBERS

7.5.1 In 2007, CDB amended its charter to allow-state members. The context was the possible
accession of the European Bank for Investment (BMBjich did not come to fruitiol® However, the
change in the Charter opens up possibilities fapwation. The international development community
has changed since the formation of CDB. In paldicprivate foundations have become important and
the number and size of multilateral financial ingtons, including special purpose funds, have tfyea
increased. Private foundations are major donodet@lopment organisations and they bring new ideas
as well as new resources.

Next Steps: Membership Expansion

7.5.2 The efforts of the past five years have absycceeded in expanding CDB’s membership, which
seems to call either for a change in strategy oprapch, or for a reassessment of the objectivéndf
intention remains to expand membership substaptidlmay be that more structure and more resources
would help. CDB should consider establishing a Mership Task Force supported by a secretariat
headed by a Vice-President or the President anflestdby perhaps two professional analysts. To fssis
with such an effort, Contributors to SDF 7 shoulshsider special funding to cover the significant
temporary costs of implementation of the CDB expanstrategy. CDB needs to prepare intensively for
proactive approaches to prospective new membeexh Bccession case should focus on the benefits to
the prospective member, but should also includeleahge management” process for the Bank itself if
linguistic and cultural changes are needed to acomaiate the new member country. The new approach
might involve an integrated strategy for expandi@®B membership based on clusters of related
regional and non-regional countries — i.e., for exale, simultaneous accession of Spain and one og mo
Spanish-speaking BMCs, with changes in CDB to ancuugate the new members’ needs.
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8. PARTNERSHIPS

8.1 HARMONISATION AND ALIGNMENT

8.1.1 The alignment and harmonisation agenda aftiegs the concern that multiple donors in many
poor aid recipient countries, each seeking thein gwiorities, carrying out their own analyses and
requiring separate reporting for their money, inggsan excessive burden on the limited government
capacity of recipient countries. Furthermore, etluces government’s initiative in management and
policy. The Rome Declaration 2003 and the Parisldation 2005 emphasise alignment and set out
principles and targets to be achieved in redudiegttansaction costs of aid for recipient countrigse
Organisation for Economic Cooperation and Develagm@AC has carried out annual surveys of
progress in implementing the alignment and harnaticis agenda, generally finding small improvements
in using simplified procedures and practices, j@nalytical work, focus on delivery of development
results, delegated cooperation, common procurearghfinancial management procedures, and common
arrangements for sector wide approaches and busiggiort> However, integrated strategy and
programming seems a long way Uff.

Relying on Government Systems

8.1.2 Progress in reliance on BMC institutions aydtems has been slow. This is partly from
ingrained habit and partly because many BMC syst@arsexample in managing environmental risks,
see above) remain unreliable.

8.1.3 Participants at a recent IDB workshop on loaisation and alignment in the Caribbean (and
Latin America):

“...discussed in depth the need to identify theedatused by donors to assess national country
procedures. They enquired if there are countrytetgees and donor agency action plans that
would guarantee the use of national procedures, gmeéstioned what could be done to
understand the evaluation criteria for the use afirttry systems. In addition, they highlighted the
importance of defining the mechanisms and mininemuirements for the use of national
procedures. (Section 2.27°

8.1.4 To achieve more use of country systems,agsectonsultation with partner countries, donorsinee
to agree on standards, changes in policies andld¢éign needed on both sides (mutual accountaility
how to monitor progress, and a capacity developiplamt of:

“specialised institutional development and trainisgpport, benchmarking of countries against
agreed standards, and positive recognition —evatification— of the countries that comply
with and apply the standards. Such...standard-setimg rating functions should be in large
part independent of donors®

CDB Work on Alignment and Harmonisation
8.1.5 The SDF 6 Contributors’ Report stated itentibn“to strengthen CDB’s participation and, as

appropriate, leadership in partnerships, harmonisatand alignment”.Table 8.1 summarised progress
to mid-2007.
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TABLE 8.1: HARMONISATION AND ALIGNMENT TARGETS AND ACHIEVEMENTS

Target Achievement

Milestone 26. Development with other donors of jgirCollaborative research and reporting on social qutixin
approaches to social protection in CDB’s BMCs. has progressed. See Section 5.3 Social Protection.
Milestone 27. Implementation of cooperative apphesq CDB-supported CPAs are presently underway | in
to CPA updates and NPRS development. collaborative fashion in several BMCs. See Seddidn
Milestone 28. Further development of joint appraacto| See Section 5.5 on Natural Disaster Mitigation and
disaster mitigation and disaster risk management. Response

Milestone 29. Development of joint approaches fopsut | See Section 3.4 Policy-Based Lending.
for economic adjustment under CSME and Doha Round.
Milestone 30. Development of joint approaches t®RIf| No “community of practice” has evolved.
in selected BMCs.
Milestone 31. Caribbean Forum for Development (CKF[3tatus remains undecided.
first major meetings under CDB coordination and

management.
Milestone 32. Progress on harmonisation and alignmeéNo significant changes in approaches to regionllipy
agenda, e.g., in environmental protection and dRRGs,| goods in 2005 or 2006.

public sector procurement policies, Caribbean Regio
Negotiating Machinery, and other pilots.
Milestone 33. Paris Declaration Indicators modifimald | Some Paris Declaration indicators have been adopted
adopted. the CDB Strategic Plan, with targets to be achielbgd
2010.

8.1.6 The Paris Declaration on Aid Effectivenessviates certain consensus targets for harmonisation
and alignment®® For example, the Paris Declaration targeted @di02that at least 25% of all aid would
be provided as general budget support (programreeebapproaches, including SwApPS). The Paris
Declaration target for general budgetary suppartwhich CDB does not subscribe) is 25% of aid to
BMCs by 2010. The intention of the Paris Declaatis that budgetary support would be provided
through programme-based approaches, including S&¥APBB has limited its PBL to 20% of its whole
outstanding portfolio. This seems at first glatmde less than the Paris Declaration target, ii26%
target is of flows (new approvals) while the 20%géd is of stock (whole existing portfolio). Théoee,

the Paris Declaration targets can be easily accatated within the CDB constraints.

8.1.7 CDB conducted a review of its progress ontngaship, harmonisation and alignment in
December 2008 It lists the relevant CDB actions, but does restess progress against targets.

8.1.8 The recent “Costs of Doing Business with CBRIdy notes the higher transaction costs involved
in activities funded by multiple donors. CDB reliepon BMC government systems in some cases but in
general, conducts extensive due diligence its€tie “Costs of Doing Business Study with CDB” notes
complaints about CDB procedures and consequenygdbat it is difficult to say the degree to which
these are objective.

8.1.9 A way forward to achieving greater reliancegovernment systems without sacrificing fiduciary
confidence is suggested by OECD DAC. It involvedeipendent verification of the standard of BMC
government management systems. On the basis @hw®bDB would undertake to use government
systems once those systems reach an acceptabd@arstanA concerted (harmonised) undertakihpy
donors to do this increases demand for acceptabimlards to be maintained in government financial
management.

Next Steps: Alignment and Harmonisation

8.1.10 CDB should consider how its due diligencecpdures might be simplified, particularly by
relying more on BMC government systems when thesadequate.
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8.2 JOINT INITIATIVES

8.2.1 The SDF 6 Contributors’ Report and ActionnPlieals with joint initiatives as part of its
discussion of MfDR. (See Chapter 6). It notes that“Results Agenda” calls for action at threeelsy
including partnerships, harmonisation and alignme®DB has objectives in each aféa.Progress has
been made in a number of aré¥s.CDB joint initiatives have been concentrated ia tvo areas of
poverty reduction and operationalisation of MDG lgodor example, CDB participated in the UNDP led
multi-donor SPARC. CDB has also promoted parti@pa approaches with other stakeholders to its
PRSs and assessment3he Bank has also mobilised support for strengtigemational statistical
collection and reporting capacity related to MDG3DB's main publication product in the initial SIBF
timeframe was in this areA New Perspective on Poverty in the Caribbean:rigfite of a Participatory
Approach

8.2.2 There has been modest new SDF (U) fundingefgional harmonisation initiatives, with respect
to CSME or with respect to the environment/disasteluction mitigation area. One exception was the
November 200Regional Conference on Research Support for Caabldategration/CSMEBbrganised

by CDB, which was successful in obtaining consermsusesearch agenda priorities at a critical tugnin
point in the CSME process.

8.2.3 In general, the Bank’s promotion of stratquactnerships with other MDBs and bilateral donors
has been confined to the specific projects. Thigi Education project being co-financed with WBdan
the coordinated approach between CDB and EU fdcyblsed support for St. Kitts and Nevis for the
post-sugar economy, are the clearest examplesefitr@artnerships.

8.2.4 CDB relations with IDB are good and thereaisommitment to co-financing strategies in the
disaster mitigation area. As well, SDF funds haemtributed to joint financing of a forum for
consultation with Caribbean civil society. At teame time, IDB is setting up a separate Caribbean
Division as a new geographic branch, perhaps witplications for CDB. In 2006, CARICOM in
concert with the US Government, and with the logggtand financial support of WB together with IDB
and the Organisation of American States, held aomiigternational dialogue on the future of the
CaribbeanThe Caribbean - a 2020 VisidiVashington, June 2007). The topics coverediftipact on

the region of the evolving global trade environméiné social agenda, financing needs in infrastnect
the private sector and the diaspora’s role in lrgy development and stability) are all relevanth®e
CDB Strategic Plan. At the 2007 CARICOM Summik tHeads of Government adopted a Declaration
on Functional Cooperation, which foresees a revitthe role of all Caribbean regional institutions.

The EC as a Partner

8.2.5 Neither the EU nor the EC is a member of QCBRIFORUM is the EC’s main institutional
affiliation in the Caribbean). However, the EGhaligh not a contributor to SDF (U), does contebuat

a CDB special fund. If the Dominican Republic bmes a member of CDB that will simplify matters
from the EC point of view because it will mean taltthe members of CARIFORUM are then members
of CDB. There may be opportunity for closer coliedtion between CDB and the EC given their
common interests. For example, the EC providedaatgunder the Cotonau Protocol, to St. Kitts and
Nevis that was related to adjustment to a poosfisituation and CDB is providing a PBL for reform
public finances related to the same adjustment.

-63 -



SDF 6 MID-TERM REVIEW

8.3 COORDINATION

8.3.1 The SDF 6 Action Plan called on CDB to orgarthe first meeting of CFD in 2005. The first
meeting took place in Barbados in 2005 under ttle Managing Caribbean Transformation for
Competitivenessbut no report has been published and no prografemengoing activity has been
prepared by the Bank and adopted by its membeBF @placed the longstanding Consultative Group
(CGCED) forum. This group was coordinated andlitatéd by WB until 2003. The idea of CDB
assuming coordination leadership was to transferenghip for donor coordination to the Caribbean and
to emphasise strategic thinking among BMCs and osimg of coordinated initiatives. The Forum’s
preferred instrument for doing so was to be a @fplrganised Forum Dialogue to be held every two
years.

Next Steps: Harmonisation and Alignment

8.3.2 CDB has opportunities to harmonise and aligith BMC governments and its partner
development agencies, and as well to contributiécdevelopment of CSME. As the main development
bank resident in the Caribbean, it could assumeeatral role in harmonisation and coordination
discussions. The emphasis that the Paris Declamadin Aid Effectiveness placed on harmonisation and
coordination adds some urgency. CDB’s policy-bakettling also offers an opportunity to promote
harmonised and coordinated approaches to developmeants own activities, CDB should study how to
achieve greater reliance on BMC government systesithout sacrificing its due diligence
responsibilities. We also recommend that CDB shestablish a secretariat for the CFD and prepare a
five or six year agenda for meetings of the Forukativities of the secretariat and the Forum sholodd

an eligible use of SDF (U) funds.

9. CONCLUSION

9.01 In summing up progress against SDF (U) comenits) it is good to remind ourselves that CDB
is a very small organisation. There is a natwatiency to forget this and to assess progressGISBf
were another MDB comparable with institutions mémes its size. Our general assessment is that CDB
does need to be larger (to scale up) and thaheasame time, it needs to focus on doable objective
within its principal priorities. Contributors shduresist, as far as possible, the tendency toirequ
commitments in too many areas at once.

9.1 PROGRESS ON SDF 6 COMMITMENTS

9.1.1 Our TOR requires a review of CDB progressrag&3 action items as follows:

1. Support for development of Caribbean-specific MR@éts and indicators and capacity
building in BMCs for measuring, monitoring and asseg progress towards MDG
targets.

o] Progress has been good on developing Caribbealifispd®G targets. CDB
has shown leadership in this. There has also baegrgss in poverty
assessments supported by CDB. However, CDB'’s iboibn to capacity
building in its BMCs to measure and monitor progragainst MDGs has been
limited. See Chapter 6 Section 6.4 Defining Rissil Terms of Caribbean
MDGs.

2. Strengthening results-based poverty reduction progring by updating CPA. This
may involve implementing cooperative approache€RA updates for all BMCs, and
developing NPRSs, according to a timetable.
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0 Progress on updating CPAs has been slower thacipaigd but nevertheless
substantial. CDB needs to accelerate its efftotbe more focused on strategy
and action and less on poverty assessments aloBee Section 5.1 Poverty
Reduction.

Launch of reformulated and strengthened projeanfidation and project management

training for CDB’s BMCs.

o] Done. See Section 5.4 Regional Initiatives.

Identification through CSPs of capacity buildingqueements to strengthen CSME
implementation, economic management, policy devatoq in regard to RPGs, and
public sector reform. Identification of carefullselected priority programmes for
supporting regional and sub-regional integrati&stablishment of an operational policy
and programme planning capability for regional pangming and RPGs.

o] Modest progress. An operational policy and progn@mfor regional
cooperation and integration, focused on RPGs, bayet been produced. See
Section 6.3 Results-Based Country Strategies andtiofe 5.4 Regional
Initiatives.

Implementation of strengthened country strategycess according to timetable,
including development of increased results oriéoat

o] Some examples of strengthened process and impn@sgedts orientation, but
country strategy process needs major improveme8te Section 6.3 Results-
Based Country Strategies.

Completion of CDB Strategic Plan 2005-2009, andhierr development of RBM in
CDB operations.

o] Achieved. See Chapter 6 Managing for Developmesuke
Operationalisation of CDB’s PRS

o] Commitment to targets needs improvement. Seedpestl Poverty Reduction.
Operationalisation of CDB’s governance strategy

o] Operational guidelines for programming in the vasi@areas of governance have
not yet been produced. See Section 5.2 Governance.

o] Programme development and delivery capacity fotiHand agreement with
Haiti on an initial operational programme.

o] Good progress in CDB’s initial approach to prograngnin Haiti. The

capacities that CDB needs to work successfully withiti are still to be
mobilised. See Section 3.5 Programming in Haiti.
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0 Assuming that Suriname completed membership fotiesli develop an
appropriate programme and delivery capacity for irfiume, and reach
agreement with Suriname on an initial operatiomagmmme.

o] Suriname has not completed its membership of CDBee Section 7.2
Borrowing Members.

Review of environmental policy and strategy, antergithening of environmental

programming and integration of natural hazard régkuction into project design.

o] CDB has completed an evaluation of environmentdicypand strategy. An
Action Plan will be formulated based on the evatrmat The Environmental
Policy has been revised and the Guidelines upda&ezke Section 5.7
Environment and Section 6.6 Evaluations. Integratibthe disaster mitigation
function into CDB’s permanent establishment.

o] No action after termination of the USAID DRM progmme. See Section 5.5
Natural Disaster Mitigation and Response.

Comprehensive gender assessment for ten BMCs aagration of gender into CDB
social and operational guidelines.

o] Slow progress. See Section 5.6 Gender.

Strengthened operational policy capability for ptve reduction, governance,

environmental and natural hazard reduction.

o] CDB needs to develop operational strategies andagtise approaches to
programming in governance, the environment, natdisdster mitigation and
response and gender. All need considerable wor&aoh targets by the end of
SDF (U) 6. See Section 5.7 Environment, Sectioh Natural Disaster
Mitigation and Response, Section 5.6 Gender.

Policy-based Lending.

o] CDB has undertaken two PBLs. It is too early teeas progress on the related
governance reforms but these should be evaluafedethe end of SDF 6. See
Section 3.4 Policy-Based Lending.

Review of lending policies and project modalities.

o] No formal written review is available. See Sect®# Policy-Based Lending.
Procurement procedures have been addressed andrlisedh in the new
procurement guidelines.

Mid-term evaluation of BNTF 5 and preparation of BNG.

o] This evaluation was underway at the time of thisdiWerm Review. See
Section 3.2 Basic Needs Trust Fund.

Strengthening monitoring and evaluation. Key nbidees: (a) Evaluation of CDB's

Environmental Guidelines (b) Evaluation of the Assaent (EIA) requirements and
procedures, (c) Evaluation of CDB’s TA operatio(®), Extension of PPES to BNTF
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and selected TAs, and (e) Integration of MDGs aralibBean-specific targets as a
framework for monitoring and assessment of SDF 6.
o] The EOV Division has made good progress over that pao years, with a
productive programme of evaluation products. Schanges in governance are

needed. See Section 6.6 Evaluations.

Development with other donors of joint approachesstcial protection in CDB’s
BMCs.

o] Very slow progress on joint approaches to sociatgmtion. See Section 5.3
Social Protection.

Further development of joint approaches to disastitigation and disaster risk
management.

o] In the first two years of SDF (U) 6, only $160,080the $8 mn grant set aside
for disaster response has been used. See Sedidtatural Disaster Mitigation
and Response.

Development of joint approaches to support for eooa adjustment under CSME and
Doha Round.

o] Initiatives in policy-based lending. (See Sectian Bint Initiatives).
Development of joint approaches to MfDR in sele@&4Cs.

o] No progress has been made on jaapproaches to MfDR. See Chapter 6
Managing for Development Results.

CFD first major meetings under CDB coordination ar@hagement.

0 CDB needs to fulfill its mandate for coordinationthe Caribbean. See Section
5.4 Regional Initiatives.

Progress on the harmonisation and alignment agenglan environmental protection and
other RPGs, public sector procurement policies, ®Rahd other pilots.

o] CDB has partially adopted the harmonisation andynatient objectives
articulated by the Paris Declaration on Aid Effeetiess. See Section 8.1
Harmonisation and Alignment.

Paris Declaration Indicators modified and adopted.

o] CDB has modified and adopted some Paris Declar#titinators but not others.
See Section 6.5 MIDR and Paris Declaration Indisatand Section 8.1
Harmonisation and Alignment.

Review of SDF (U) Resource Allocation.

o] Complete. See Section 2.8 SDF (U) Resource Allonati
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RECOMMENDATIONS AND NEXT STEPS

General Recommendations

9.2.1 The SDF 6 Contributors’ Report and the cousef] Action Plan contained a long list of
commitments. We have described progress agaiese ttommitments in this report. The next stepis tha
we recommend are stated in the main text above fanadonvenient reference, are listed below in the
order in which they occur in the main text. Theammendations are detailed and could be summed up
in various ways. However, we believe that fiventles are prominent.

(1)

(2)

3)

(4)

()

CDB needs to find new ways wforking with BMCs that rely more on the country’s own
systems of management and accountabilityvhile not losing the key aspects of the Bank’s
due diligence systems. At the same time, CDB ndedbe active in harmonising its
objectives, strategies and systems with its pagtrierwork together within a single coherent
strategic framework in each country.

CDB shouldsharpen its focus on its poverty reduction missignby adopting MfDR, and
other management improvement initiatives where @mate, and also by paying greater
attention to some key factors in development in @eribbean, including gender, the
environment and the HIV/AIDS disaster. CDB shouddift its focus from poverty
assessments more to PRSs, and should work inaghagiintly with partners in poverty
reduction efforts.

CDB needs tincrease the scope and scale of SDF operationge believe that formulating

a long-term strategic plan (2020) would providesaful roadmap for scaling up. It would
also clarify the resources needed to achieve CBB&egic goals. We believe that some
important efforts, including the effort to attraww members, need more resources allocated
to them. We also suggest that CDB consider aredimtted” approach to expansion that
targets clusters of related regional and non-regdicountries (that is, related by language,
culture and history). CDB needs to produce a coisted “prospectus” for each potential
member containing in-depth analysis of the spedifitvantages that could accrue from
membership. Lastly, we think that TA could be $ab8ally expanded. Commitments and
disbursements, for both loans and TA, are laggirgpme areas and need to be accelerated to
achieve CDB'’s objectives within SDF 6.

CDB has reorganised its Projects Department in 200Ye new organisation seems to have
many strengths but will need time to prove itséif.the medium term, as CDB diversifies its
borrowing membership, country focus should beconmmoae important dimension of the
CDB organization, i.e., CDB activities may needéwnrganised increasingly by countryto

be effective in a variety of contexts with diffeoes in language, culture, legal and political
systems, and type of economy.

CDB is in the midst of renewing its staff, fillirglarge number of vacancies and diversifying
its professional skills and experiences. Thignpartant to the Bank’s effectiveness during
the remainder of SDF 6 and in SDF 7. We have naag@mber of suggestions. In summary,
CDB needs torecruit the best qualified development professional available from
anywhere in the world, and to develop a way to bring young professigmaén and women,
into the Bank and the Caribbean.
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Specific Recommendations on Next Steps
BNTF

9.2.2 In the remainder of the BNTF 5 cycle, sommghneeds to be done about slow utilisation of
funds in some key countries, including Dominica,t4errat, St. Kitts and Nevis, St. Vincent and the
Grenadines and the Turks and Caicos Islands. dredilbn of funds to other countries, while necgssar
in some circumstances of underutilisation, is neatisfactory solution because poverty in thesends

is a severe problem.

9.2.3 CDB can perhaps improve utilisation by assgradditional staff resources to BNTF and by
simplifying BNTF approval and reporting procedur€3DB can also encourage the formation of a more
active Project Steering Committee in the laggingntdes and/or engaging a more resourceful local
project manager. However, BMC initiative is alstremely important.

TA
9.2.4 CDB's evaluation of TA operations 2000-208hjch was completed in 2006-07, was favourable
to CDB’s performance but identified opportunitiesexpand and renew the TA efforts. The consultant
team took the view that TA is both central to CDB&velopment mandate and a useful instrument to
support efforts to expand CDB’s loan portfolio.

9.2.5 In that spirit, we observe that in SDF 7, Cidgds to scale up its TA operations. It is neyd¢a
see how to do this with TA “mainstreamed” throughthe Bank. It may require greater focus and
dedicated resources.

9.2.6 We suggest that CDB develop a TA Action Rdased on the best practices identified in the
2006 evaluation of its TA operations.

Policy-Based Lending

9.2.7 It is essential to the success of CDB’s re¢dLs to Belize and St. Kitts Nevis, and to the
maintenance of trust, that reform implementationmaotum is maintained. Policy-based lending is
appropriate only if there is strong political wilb implement reforms; but CDB can contribute by
providing high quality TA in support of the PBL. eBause CDB is learning from these first loans, we
recommend a quick evaluation. CDB’s EOV shouldesitie an evaluation of policy-based lending,
especially an evaluation of the implementation elted governance reforms, as early as reasonable,
perhaps for late 2008.

Haiti

9.2.8 CDB seems to have made a good start in HEite Bank will need to invest in its capabilities
understand development challenges in Haiti andhteedly, to administer a full programme of actiggi

in Haiti. To assist this process, CDB’s internakk Force on Haiti set up to manage the initiajestaf
programming should probably be recast into a maenpnent structure. (See Section 4.2 “Country
Focus”).

-69 -



SDF 6 MID-TERM REVIEW

Organisation

9.2.9 CDB has reorganised its Projects Departmé&hts is a major undertaking and will take time to
settle. We have two relatively minor suggestioRgst, more benchmarking of appropriate time-aostc
standards for project identification, appraisal apgroval, for loans and TA would be useful. Secdne
Bank needs to encourage a proactive approach fiysigrowing the portfolio of loans and TA. Inah
regard, fairly frequent market studies are judtifie identify likely demand and to assess the cditiye
factors (price factors and quality factors) in paj lending in the Caribbean (both private and
multilateral).

Country Focus

9.2.10 Improving CDB'’s "country focus” will be ineasingly important in a more diverse Bank. This
has many aspects. It may include strengtheninggmgraphic dimension of the Bank’s internal
organisation, and improving its physical presentc®&MCs, from pied-a-terre offices without full-time
residents to full-service local offices. There arplications for CDB’s long-term strategy, which yna
need an internal “transformation” plan to work effeely with a diverse set of borrowing members.

Staff Resources

9.2.9 The CDB commitments to SDF (U) Contributaguire increasingly diverse staff capabilities as
well as expanding staff resources. CDB shouldefloee recruit young officers, seeking the best from
anywhere in the world. In the context of its st to expand in non-English-speaking areas of the
Caribbean, CDB needs to increase its working céifiabiin languages other than English and in the
legal and political systems of the non-Commonwe@Hhibbean.

PRSs

9.2.10 CDB has taken the lead in poverty assessameang its BMCs. There has been some delay but
the programme of poverty assessments and PRSsiltar sompleted on time.

9.2.11 CDB encourages each BMC to prepare a ngevided PRS immediately following CPA. This
is essential to a results-based approach. We stydgerefore, that there should be greater investmm
PRSs. Poverty is a complex phenomenon and a CRie essential, does not automatically lead to an
obvious PRS.

9.2.12 We recommend that CDB’s EOV Division showddmmission an evaluation of CDB’s

programme of poverty assessments and poverty liedustrategy papers, which, among other things,
would assess progress against the points raistéek iHessons learned” section of the 2006 Boarcepap

on poverty assessments. Such an evaluation shalstdl review the CPA methodology. Most

importantly, an evaluation could assess the dedoeevhich the PRSs that do exist have been
implemented.

9.2.13 Within the coordination provided by the m#gency Committee, CDB has taken the lead in
supporting poverty assessments and strategiegtairceountries, and other development agencies hav
led in other countries. In the spirit of the Pdbisclaration on Aid Effectiveness, CDB should cdesi
undertaking CPAs fully jointly with other multilaie development agencies.

9.2.14 We suggest that CDB consider declaring antsrd poverty assessment year” and a regular

cycle of assessments for the whole Caribbean.ekample, if 2010 were a standard poverty assessment
year then CDB would plan to undertake updatessopdtverty assessments for all its BMCs in that.year
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This would be preferable to the present ad hoagmiHaving all of the assessments done in a sirege
would have major advantages in terms of the relewvanf the data, the ability to compare progressrgmo
countries, and the level of public attention thatild be generated. The years 2010 and 2015 have th
advantage of fitting with the 2015 target yeartfoe achievement of MDGs. The year 2010 also has th
advantage of being a census year in several BMG@ighwvould enable census data and CPA data to be
complementary. A bold approach would be to plad eost the proposed exercise and, assuming it
proves viable, seek special funding from major derior the effort that would be required. The prod

(a full poverty map of the Caribbean and compaeatiwnalysis, for example) could enhance CDB'’s
contribution and reputation significantly. To cdete all CPA updates in a single year would require
advance planning, cooperation by several developragencies, and prior building up of consulting
capability to conduct assessments. It would barahitious undertaking but, with two or three ydaesl
time for planning and resourcing, not impossibleun opinion.

Governance

9.2.15 In preparation for SDF 7 negotiations, wggest that CDB prepare a paper setting out a clear
strategy on programming in the area of governaba#ding on the guidelines already prepared. The

Governance Programming Paper should contain draitalysis of the aspects of governance in which it

is realistic for CDB to be involved, and should seft corresponding commitments to consistent

programming in these areas. If CDB were to initane or more Strategic Thematic Funds (STF),

“good governance” might be a candidate topic. (Seetion 3.3 Technical Assistance, STFs).

Social Protection

9.2.16 In SDF 7, CDB should work towards socialtpction in the Caribbean at two levels. With
individual BMCs, CDB can draw upon its traditionatrengths to link social, economic and
environmental analysis into physical investmenttise investments are better designed to consider
livelihoods of vulnerable groups and risk reductfonthose groups. At the regional level, CDB cbul
measure and compare BMC status and progress irdprgwsocial protection to vulnerable populations —
the contribution to transparency and visibility ebbe valuable. CDB should consider a comparative
approach to this topic as part of its Annual EcoitoReview of the Caribbean. Finally, CDB should
consider whether it is giving sufficient weightB&C performance in social protection in its assessm

of country performance for SDF (U) resource allmsapurposes.

Regional Initiatives

9.2.17 Three years after the production of itsqyopaper on regional programming (May 2008) would
be an appropriate milestone to evaluate the effefcthat Policy. We suggest that the EOV Division
should produce an evaluation of regional prograngnuinder SDF 5 and SDF 6, building on the findings
of the 2007 evaluation of CDB’s TA operations.

Natural Disaster Mitigation and Response

9.2.18 There should be a clear set aside of SDFf{kijs for environmental protection and natural
resources management separate from funds to he{psBMfiscal trouble.

9.2.19 CDB'’s PRSD needs to have sufficient expeitisnatural disaster mitigation, which we suggest

is three professional staff. Expertise is key &nQ pro-active with BMCs, preparing the relevant
sections in CSPs and mainstreaming natural haizkéhmpact assessment in CDB’s project work.
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Gender

9.2.20 CDB needs to meet its commitment to prodpeirGender Strategy and conducting gender-and-
development assessments in ten BMCs before theoér8DF 6, and to report the results during
negotiations for SDF 7.

9.2.21 In completing its Gender Strategy, CDB stofdllow the example of other MDBs in
formulating its internal gender policy at the sainge as its external gender strategy.

9.2.22 A gender analysis should be a mandatorygb@ach future CSP, PBL design and CPA.

9.2.23 We suggest that CDB, while it is Chair af thteragency Taskforce on Gender, might initiate a
significant regional TA project on gender and depetent in the Caribbean.

9.2.24 CDB has two staff experts in gender, onBNTF and one in PRSD. This is an allocation of
resources equal to that in larger MDBs. Howevererg the importance of gender problems for both
females and males in the Caribbean at presentthemdlikely impact on development, we believe that
CDB needs additionally to designate a “champiom’dgender in the senior ranks of management.

9.2.25 Given the importance of gender in the SDEo@tributors’ Report, we suggest that a special
report on CDB’s work in gender be prepared pricch® SDF 7 negotiations.

Environment

9.2.26 CDB should complete and implement a newcpadin the environment. Its activities should
include the environmental impacts of natural desasbut should not be limited to them. There aa@yn
other important man-made environmental problenthénCaribbean. In our opinion, the environmental
criterion in the SDF (U) performance-based resoatlmeation formula should be given more weight and
set-asides for environmental grants, separate @lisaster mitigation, should be established. CD&igh
consider providing more grant funds to expand emvitental management training in the Caribbean.

Private Sector

9.2.27 In our opinion, CDB needs to conduct a me\ié its strategy in the small business sector.eWh
CDB reviews its private sector development stratégyould focus on grants to improve the policg an
institutional framework for small business, on CT@8d on grants and loans to facilitate small qmiss
and microfinance.

HIV/AIDS
9.2.28 In the last years of SDF 6 and in SDF 7, Gt act with clarity, determination and energy on
the HIV/AIDS crisis. To prepare the way, CDB shibubview its strategy to respond to HIV/AIDS and
should propose future programming options to tharBo In our opinion, it is not sufficient to leathes
vital matter entirely to other specialised agencies

Results Frameworks

9.2.29 The next generation of CDB strategic pldrsukl include further analysis of relative pricegi
among CDB'’s poverty-reduction objectives, an analg§ whether the existing portfolio of loans andl T
is a good fit with those relative priorities, anthaasurement system for tracking both CDB perfomaan
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and overall Caribbean progress towards specifieatijes. CDB should use the CMDGs and targets as
the framework against which to manage and mea®ipgagress towards results.

Country Strategies

9.2.30 CDB should give high priority to producingcellent country strategies by cross-department
interdisciplinary teams, working within the framewkoof CDB's strategic plan, making clear
commitments to specific results, clarifying accalnility for country strategy implementation (coyntr
focus), and evaluating performance against thasg¢esies and reporting to the Board on a regulaisba
BMC perspectives on CDB country strategies nedzktexplored in the upcoming multi-cycle evaluation
of SDF (U), and in preparing SDF 7.

Evaluation

9.2.31 CDB should consider improving the visiblelependence of the EOV Division by having it
report directly to the Board, as is best practicether MDBs, and instituting fixed term non-renélea
appointments for Directors of Evaluation.

9.2.32 CDB’s EOQOV should prepare a Multi-year Evélua Strategy and Workplan as a working paper
in support of the SDF 7 negotiations. In this rdgave have recommended, in other sections of this
Review, that evaluations be conducted of: (a) maigorogramming; (b) CPAs and strategies; and
(c) private sector development.

9.2.33 Evaluation should be a prominent featureCBB’s website home page, and all evaluation
products and their related management action @aosld be posted to the site within six months of
completion.

Project Portfolio Monitoring

9.2.34 The portfolio information available to maaagent to guide decision making, and presented to
the Board, must become timelier and more complete.

9.2.35 Project officers need to be supported andwaged to keep the records for their projectsoup
date. To do this, some procedures may have tini@iied. It may be possible to provide more niebi
technology to the operations officers so they aarranformation in the field. Light notebook coutprs
(or docking computers), web-based access to PPkS$sfand voice-recognition software for hand-held
recorders are possibilities.

9.2.36 Since this work is all done in the Proje&spartment, CDB should consider whether
responsibility for PPMS and for the Annual Report Portfolio Performance should reside there rather
than with EOV.

MIDR

9.2.37 CDB should be an active participant in therlewide Managing for Development Results
Community of Practice sponsored by DAC and otherBgd{and should be the lynchpin for the extension
of this community of practice to its BMCs in the ribbean. CDB should create links with current
international work on MfDR, and should be represdnat international forums on MfDR, and active
within the communities of MfDR practice. In subste, CDB’s challenge is to conceptualise and
implement a seamless “results architecture” foieachg CMDGs. To assist with this, CDB should form
a network of MfDR managers across its departmenités MfDR Network could concentrate on sharing
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lessons, identifying resources, and customisingnieg strategies for managers. It could also weitk
key partners including BMC governments on MfDR.

Membership Expansion

9.2.38 The efforts of the past five years haveyedsucceeded in expanding CDB’s membership, which
seems to call either for a change in strategy prageh, or for a reassessment of the objectivehef
intention remains to expand membership substaytidlimay be that more structure and more resources
would help. CDB should consider establishing a Mership Task Force supported by a secretariat
headed by a Vice-President or the President affi@dty perhaps two professional analysts. Tosassi
with such an effort, Contributors to SDF 7 shoutthgider special funding to cover the significant
temporary costs of implementation of the CDB expanstrategy. CDB needs to prepare intensively for
proactive approaches to prospective new membeash Bccession case should focus on the benefits to
the prospective member, but should also includeharige management” process for the Bank itself if
linguistic and cultural changes are needed to antmate the new member country. The new approach
might involve an integrated strategy for expandigB membership based on clusters of related rebiona
and non-regional countries — i.e., for example udiameous accession of Spain and one or more 3$panis
speaking BMCs, with changes in CDB to accommodaeew members’ needs.

Alignment and Harmonisation

9.2.39 CDB should consider how its due diligencecpdures might be simplified, particularly by
relying more on BMC government systems when thes@dequate.

-74 -



SDF 6 MID-TERM REVIEW

Endnotes:

" The SDF 6 Annual Report for 2006 notes that at Béee 31, 2006, notes receivable from Contributatedetd $129.1 mn, an increase of $8.9 mn,
when compared with the notes receivable figurel®$2 mn recorded at the end of 2005. The currahtevof total agreed contribution to the
SDF (U) at the end of 2006 was $767.8 mn. Offigisre, $89.5 mn represented contributions for \Wwidemand notes had not yet been issued
and $16.2 mn represented pledged amounts for whattuments of contribution were still outstandigDecember 31, 2006. A number of
SDF contributors have agreed to the acceleratedstmeent of promissory notes issued for SDF 6 atesrmutstanding from earlier cycles.
As a result the demand notes encashed, and paymadts in cash, during the year amounted to thevaigait of $58.9 mn, which brought the
cumulative sum received from Contributors to $538rlas at December 31, 2006.

2 Commitment authorities are listed by year on thsumption that BNTF grants are simultaneously aggtcand commitment en bloc to
beneficiary countries for the whole of SDF 6, wiatber grants and loan approvals take place eaxrgmme year.

% CDB, EQV, Evaluation of the Technical Assistanceglamme, 2000-2004, Dated 2006.

4 Al member countries may receive an SDF (U) almraalthough Group 1 countries’ use of SDF (U)dstis limited to their own contribution
to the Fund, and the purposes for which they carotoare more narrowly defined as targeted povertiuction and RPGs. The six largest
country allocations of SDF (U) funds have genertilpled about 70% of the Fund resources that edécdted to loans to member countries.
The largest allocations have gone to Guyana, Jam&ic Lucia, Belize, Grenada and St. Vincent dre Grenadines. (Table 2.16) Other
countries, mainly because of their small size, Hzaen allocated small percentages of the Fund.

® For loans approved during the period January 20@&ily 2007, excluding loans that were entirelyFSManced, the blend of ordinary capital
and SDF monies, on average, was 61% to 39%; anpetteentage of loans approved that had blendedding was 32% by number and 34%
by dollar amount.

% In a Briefing Note on the Special Development Flihdfied (2007). CDB explains the benefits of blamylas follows: ... resources of the
SDF (U) have been used to fund a substantial ptiomoof CDB’s overall programming even as the iiglascarcity of concessionary resources
has increased...The blending of SDF and OCR resoworcésth a country and project basis has been radesistic of CDB’s operations since
its establishment. Blending at the project leweflects specific project considerations as paicomponents may be more suitable for
SDF (V) financing (such as with institutional smémening), the availability of SDF (U) resourcesddhe desire to spread limited concessionary
resources over a number of projects (in some dasksaden CDB'’s influence on institutional or pglissues). It also reflects the desire to
leverage OCR for purposes that might otherwise fit@ety eligible for SDF (U) funding.” Used in ithway “SDF (U) resources have
...allowed CDB to undertake a range of lending and-regmbursable activities in all BMCs and in sestarhere socio-economic returns are
assessed to be high, but where direct financiatmstare low or difficult to capture and which nraguire long gestation periods”.

" CDB “Establishment of Interest Subsidisation Fyreiper BD 75/06 Rev. 1. Add. 1, May 28, 2007.

8 This assumes that BMCs will not borrow more beeail®e funds are cheaper and that they will not fembarded” by cheaper loans in
response to their fiscal indiscipline.

9 The World Bank says about this type of blendinechanism in general: “... problems would be avoided single donor debt service trust
fund arrangement. As in the case of IBRD’s tubleia projects in China, the donor (DFID) contrigitto a World Bank administered
dedicated trust fund from which a part of the debvice was made as agreed between CDB and DFlide Wi financial impact is the same as
in a direct buy-down, multiple financing streams egplaced by a prepayment mechanism (a trust fuhith allows the borrower to deal with
the financial flows of only one agency, the MDBdaspares the borrower the uncertainty over futagments from the donor as well as
lowering the cost of funds.{World Bank, 2007, “Levering Development FinanoeMiddle Income Countries through Blending Meclsans”.
p.25)

10 World Bank, 2005, “Towards a New Agenda for Growgiiganisation of Eastern Caribbean States”, Caaibl@zountry Management Unit,
Washington, DC.

11 Board Paper BD 75/06 Rev. 1 “Establishment ofrbgeSubsidisation Fund”.

12 See “Guidelines for Operation of the Interest &libation Fund”, CDB, 2007

SDF(U) Net Loan and Grant Approvals by Sector, 1972006 (USD ‘000)

Sector Loang Grants Total| % Loans| % Grants
Multi-Sector and Other 199,416 104,897 304,313 30.4 82.3
Housing, Health and Education 132,607 14,904 147,411 20.2 11.7
Transportation and Communication 123926 1,801 125,727 18{9 14
|Agriculture, Forestry and Fishing 74,826 2,84( 77,666 11{4 2.2
Manufacturing 54,413 480 54,958 83 04
Mining and Quarrying 3,380 190 3,570 0.pb 0.1
Power, Energy and Water 53,923 984 54,900 82 0.9
Tourism 7,756 1,40] 9,15 12 1.1
Micro- and Small-Scale Enterprises 6,204 0 6,204 0.9 0.0
Total 656,411 127,449 783,910 100.0  100.¢
Source: CDB CPD, 2007. Table 5 in Briefing Note the Special Development Fund Unified
(2007). CDB

14 See Appendix 4, SDF (U) Annual Report 2006.
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15 SDF (U) Loan and Grant Commitments, by Priority Area, 2005-2006 ($'000)

Loan Grant Loans plus grants
Priority Area SDF (U) | Total CDB SDF (U)| Total CDB SDF(U)| Total CIB
Capacity enhancement 42,290 88,400 5,631 5/691 22479 94,091
Reduction of vulnerability 11,913 14,788 3,889 847 1,582 19,266
Good governance 1,76 1,760 2,8p5 2,855 4,615 4{615
Totals 55,963 104,948 12,37p 13,024 68,338 117,972

Source: SDF (U) Annual Report 2006, Appendix 4

16 Some of the outstanding issues that CDB needsertsider include: Mission and Scope: How welldhdBNTF projects been aligned with
national development strategies and with CDB’s Itehased country strategies? Should BNTF furtherss “social infrastructure” and
development in regard to vulnerable communities fandlies, perhaps reinforced by a change of progna name to emphasise ownership of
projects at the local level? Local decision-makirigo the independence and staff resources of thjed® Steering Committees need to be
enhanced? Should the Project Screening Committeerhare discretion in regard to small projectstfpps with a $100,000 limit rather than a
$35,000 limit as is presently the case?)? Shodld@Bprovide small loans as well as grants? Is teeope for the Project Steering Committees
to play a wider role in regard to SDF, includingmgo aspects of TAe presently outside BNTF? Admiaiste efficiency. Why has
disbursement been slow? Should funds not beifigadiby one country be more quickly reallocatednother? Should consultancies related
to the project be handled more directly by BMC, mheapacity exists, perhaps facilitated by inclgdinstandard allowance for consultancy
(mostly engineering) fees along with the projectidet at approval? Should advances be allowed mmescases to alleviate cash-flow
bottlenecks? Should there be a standard maintereliwance for the upkeep of past BNTF projectprtdong their useful life? The current
evaluation of BNTF 5 will make recommendations ©ECin regard to these issuester alia, and will be the basis of a proposal for the desig
of BNTF 6.

17 To give a sense of scale, IDB has a currentramnbursable TA portfolio that totals about $313 amd is proposing to triple this to
$USD1 bn by 2011.

18 Mr. Allan Barry, IDMAG, Canada, Dr. Ken Watsdrideau Strategy Consultants Ltd., Mr. John WoodMadElizabeth McAllister.

19 IDB, Proposal for a New Approach to the Techifhessistance Programme of IDB, July 3, 2007.

20 IDB staff has proposed seven such funds: (lir@mwental and natural resource management; (g teend regional integration; (3) social
investment and poverty reduction; (4) private sedvelopment; (5) infrastructure; (6) modernisatad the state; and (7) a Fund for Special
Operations which is the only Fund proposed thatlavbe allocated by country. IDB, Ibid, p.6

21 In December 2005, the BOD considered and apdrBeper BD 72/05 Add. 1 ‘Policy Paper: A Framewfink Policy-Based Lending (the
Framework)’ and approvedter alia, the making of PBLs to CDB’s BMCs in accordancéwthis framework.

22 The CDB 2006 Annual Report notes: “CDB approtlege policy-based interventions for two of its BMiD 2006. These interventions are
part of a broader assistance strategy that seekgprove the country’s debt dynamics and facilitstistainable growth and development.” (AR
2006: 15): (A) St. Kitts and Nevis: Policy-Basedd®Bantee: This involved the provision of a guaramtiegp to $8.2 mn to facilitate the issuing
of a bond of up to $35 mn on the regional capitatkat. The guarantee was structured as “rolling r@mstatable”, and covered two semi-
annual debt service payments. PBL: The PBL amaututés20 mn, comprising $12 mn from OCR and $8 romfSDF resources. The loan is
intended to support policy and institutional refsrmhile helping the government to improve its dedvice position. “Specifically, the reforms
focus on enhancing revenue systems, budget managegstems and the governance of public sectormiges®, and are expected to lead to
an improvement in fiscal performance and GDP growatid consequently, a reduction in the debt-to-@&®Ri® and the debt burden. Parallel TA
is also proposed to strengthen the fiscal and en@nmanagement capacity... The PBL will not add tostuek of debt in St. Kitts and Nevis; it
will be used to replace some high-cost debt.It will be disbursed in two tranches, and disiments will be based on the implementation of an
agreed set of policy reforms. The reforms are aimetnproving public finance management, partidyl®audget management and revenue
systems and public sector enterprise governanuoetstes, to achieve fiscal and debt sustainabiifpB’s CSP for SKN notes: “The central
focus of CDB's strategy in SKN during the periodlwe to improve the institutional and policy framark to achieve macroeconomic stability
(fiscal and debt sustainability) and sustainableetiimment through: (a) developing capacity for ioyad macroeconomic policy formulation for
improved fiscal and debt management; (b) strengtigepolicy management and implementation; and (oproving management and
accountability in the public sector. In additiontbe traditional intervention mechanisms of projazancing and TA, policy-based lending will
be a new lending instrument.” (Para. 20)

23 Belize: PBL: “CDB approved $25 mn as a PBL tdiZge with $10 mn from SDF. The most critical clealyje being faced by Belize at this
time is the need to correct fiscal and externalalabces. Continuation of these imbalances willcaffgelize’s ability to undertake critical
investments in social and economic infrastructamed places severe constraints on its ability tolement poverty reduction and social
development programmes. The imbalances also faesteenvironment of uncertainty, which is adversehpacting business and investor
confidence. The PBL is intended to help the Gowemt close the fiscal gap over the short to mediemm while it continues to implement
corrective measures, including the restructuringtiebt, the reform of its tax regime and thetaarof expenditure. IDB is also providing a
PBL of $25 mn with similar objectives”. (AR 2006)1L CDB’s CSP for Belize notes: “Given that Belis currently effectively unable to
access long-term capital markets except throughtlycspecial private placements, multilateral anthteral financing will take on increased
importance. Belize has received significant aaititnancing and budget support from Taiwan ananfthe Government of Venezuela, among
other sources, through loans and grants durinditteseven months of 2006, and further assistam@xpected from these sources during the
remainder of 2006 and the early part of 2007. &s&stance has been critical in enabling the Gowvent of Belize to close the fiscal financing
gap during 2006. Total assistance from VenezuethTaiwan during 2006 and 2007 is expected to ammuabout USD95 mn. To further
support attempts to restructure its debt and dlesdinancing gap, IDB and CDB are considering iedieg PBLs to Belize. IDB proposed a
PBL of USD25 mn, which is likely to be disbursedridg 2007. IDB is also contemplating the providifi4 to Belize valued at close to
USDO0.5 mn aimed at improving the quality of pubsiector investment through better planning and impleation of a medium-term
performance budgeting system, improving the quaiftystatistical information, strengthening finarctntrols and the development of an
integrated strategy for advancing a results-bassthigement agenda. DFID has also provided assistarBelize through debt relief since 2005
under the Commonwealth Debt Initiative (CDI). DFssistance to Belize allowed the use of the dehtice resources to undertake poverty
reduction activities and economic management. dimeunt of debt due to be forgiven as at October62@8s approximately £1 mn.”
(Para 3.6.1)
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24 The rationale for policy-based lending is thas ieasier (it is often called quick disbursingafice), is country led, is aligned with country
plans and systems, and can be supplied by muttipiers without imposing additional transaction sast the recipient government, since there
is a common performance matrix for monitoring pesg; and since funds are paid directly into thipieat Governments’ Treasury. Risks for
lenders are that promised reforms might not baezhout and that lenders might lose their monekiefborrower is unable to repay and/or debts
are cancelled.

25 “One of the principal roles of CDB in relatiamits borrowers is that of mobilising financial oesces on the most reasonable rates and terms.

In this regard, the changing macroeconomic clinaae diverse needs of BMCs has compelled a rettdn&irCDB'’s approach to this function

in order to remain useful and relevant.

CDB is arking on a comprehensive review of its lendingdpieis and related policies so as to

improve the fit between the capital demands frarcitents and its range of financial productswilt explore the needs of BMCs for policy-

based lending and a broader range of productsdstotelifferent country needs, and priced accorginghe further imperative to consider
providing resources to help BMCs facing financidficllties also drives CDB to explore new forms rabbilising financial resources and to
give more attention to minimising non-interest soshich are passed on to BMCs. “The implementapian for PBL sets out in the Strategy
Plan projects Annual OCR PBL approvals of $22 n80Q #hn, $33 mn, and $36 mn for the years 2006—2@3ectively. The disbursement
profile for the PBLs over the disbursement per®griojected at 25%, 30%, 40% and 5%.”
26 CDB Staff Report, Policy-Based Loan, St. Kittsvié, December 2006.
27See particularly the Joint Evaluation of GenBradiget Supportttp://www.oecd.org/site/0,2865,en_21571361_34027%971 1 1 1,00.html

28 See M Hubbard (2007) ‘Entitlement, Rules, Cawatlon, Club, Market & Hierarchy: General budgeport practice and theory'. United

Nations University World Institute of Development cdhomics Research (UNU-WIDER) Research Paper No07/29
http://www.wider.unu.edu/publications/publicatidmtsn
29 POLICY-BASED LOAN TO ST KITTS AND NEVIS—POLICY M ATRIX
Actions to be taken before| Actions to be
Area Objective Actions taken disbursement of first tranche taken before

disbursement of
Second tranche

Revenue Policy and Reform of revenue systems |n+ Administrative reforms a{ « Valuation of at least 17% of the Submission  to
Administration Systems.| relation to revenug Customs Department and IRD.  total registered properties for tHeCDB of a
sufficiency, economig purpose of assessing property taschedule,
efficiency,  equity  and « Introduction of an electricity completed. acceptable to
simplicity; and improvemen surcharge. CDB, for the
in revenue administration. « Enactment and bringing into forgeimplementation of
« Market-based approach to  of the new Corporation Income Tgxa  transactions
assessing property tax has Act based tax.
been implemented.
Budget Management Improve expenditure contrgl « Commitment control system Commencement

Systems. systems; and improve budget has been introduced in 4ll Enactment and bringing into force ofof the training for
procedures to make outcomes  ministries. the new Finance Administration Act. | the introduction of
more consistent with strategic multiyear
objectives and resource. New Finance Administratio budgeting.

constraints.

Act has been drafted.

Tighter controls have bee
introduced to contain th
growth of  expenditure
including greater scrutiny o
recruitment in the civil service
and new procedures fg

approval of travel allowances|

Increased emphasis qg
justifying new capital projects
on the basis of overal
strategy.

=

f

=

>

Public Debt
Management.

Improve debt manageme

tSingle unit has been created

systems and capacity tooversee the recording of debt.

contribute  towards the
minimisation of the deb
burden.

tcConsultants engaged to
public debt in order to dete

recommend arrangements

public debt.

Development  of
implementation plan,
CDB, with respect to th
earmarked by GOSKN for
proceeds of which will be us
reduction.

comprehensive management

programme
acceptable

review t
rmine siz|

composition and characteristics,

for tl
of

an

e orderl

disposition of the 1,200 acres of laf

sale, th
ed for de

heCommencement o
eimplementation of
forecommendations,
heacceptable to
ne&DB, arising out
of the consultancy
to review the
dpublic debt.

S oo~ 0
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Appropriate
commercialisation
Government-provided

of

services and improvement inthe implementation of the preparation for its corporatisation. that monitors the
public  sector enterprise Government of St. Kitts and performance  of]
management systems to Nevis's privatisation and PSEs.

ensure greater transparen
and improved financia
performance.

A Privatisation

cycommercialisation policy.

and

Commercialisation Unit has beg
established to develop and overg

Consultants engaged to complete

eeperations of the electric utility i

h&stablish and havg
nframework for the management amda fully functional,

unit within MFSD

Corporatisation of]
electric utility and
framework for its
management an
operation
completed.

Amalgamation of

the several
statutory
enterprises  tha
engage in land
development
activites into a
single entity, with
an appropriate
governance
structure and
development  of
programme  and
implementation
plan,

acceptable to

CDB, to effect the
sale of lands, par
of the proceeds o
which will be used
for debt reduction.

h

Source: Reproduced from CDB Staff Report — PdBeged Loan, St. Kitts and Nevis. For consideratibthe 22% Meeting of the BOD on
December 14, 2006, Para 5.3.

30 Funding for Haiti would not be part of the penfiance-based allocation system with other memhaiagilSDFU 6. Rather there would be a
set aside of a fixed amount of $19M in grants I¢at ime labeled as “BNTF-type programming) andriated administrative costs provided
from within this earmarking. The Board agreed thame SDF funds could be should for the unusual midirative expenses that would be
incurred in Haiti in the early programming yea$M was set aside for such things as translatioalld8ank documents in French, language
training for Bank staff, ensuring CDB presence |lhindernational meetings on Haiti and Haitian regentation at various events sponsored by
CDB, employment of professional and administragitadf at CDB and in Haiti. There would be somerfaf CDB resident presence in Port au
Prince during SDFU 6. A further $2M was identifigader the SDFU 6 set aside for Technical Assigtdaiccapacity building in Haiti and $6M
for financial intermediary lending in Haiti withithe country loan allocation. Because of CDB’s la¢kknowledge and experience in Haiti,
programming would give special attention to workingth other development organizations and wouldoime some continuing resident
presence in Port au Prince, at least in the instafies. An important dimension in this regard ttagi's “fragile state” status, in which other
development partners had more extensive expertbacethat of CDB. The SDFU 6 Contributors’ Repartl dction Plan called for the earliest
possible adoption of CDB’s program development detivery capacity in Haiti (#10) and agreement witlat Government on an initial
operational programme (#11). Haiti is a membeBDf Country Group 4, along with Guyana.

31 The three lines of programming in Haiti wereb® (a) Improve poor communities’ access to basaabservices and infrastructure,
particularly in the education and health sectois @sing BNTF delivery grants. (An indicative 60%nRaesources would go to this area); (b)
Promote economic recovery through access to mi@dicand the strengthening of chosen financiarmediaries in Haiti. (25% of resources to
this area); and (c) Support economic governanckinviiaiti and its economic integration in CARICONitiatives. (15% of resources to this
area).

32 Education for All, Haiti, BD 21-07.

33 Universalia ‘Independent Assessment of the Reosation of the Projects Department of the Caabbevelopment Bank'. Final Report,
Volume 1. July 2006.

34 IDA, Proposal for a New Approach to the Techhissistance Programme of the Inter-American Dgwelent Bank, July 3, 2007.

%CDB subscribes to some benchmark data from AmeifitanQuality Centre based in Texas.

36 CDB has commissioned a similar study in the frast Commonwealth Crown Agents.

37 Based upon CDB statistics for capital projectdar implementation 2005 and organization and §&f2007

38 See Australia and the Asian Development Bank'419¥88, unnumbered section on Management Efficiency

39 Although it should be pointed out that the AdricDevelopment Bank recorded a higher vacancyofadéout 10% for 2002 in its Strategic
Plan 2002-2007

40 A Systematic Assessment of Borrowing Memberrides doing business with the Caribbean DeveloprBamk (Vogel and Tagud, no
date)
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41 BNTF AND CTCS STAFF QUALIFICATIONS

BNTF staff

1 1st degree civil engineering and PG qualificatioproject and construction management
2 1*' degree civil engineering and PG qualification fobation engineering

3 MSc civil engineering

4 M.A. Development Studies, specialisation WomeBbéavelopment.

CTCS staff

1 Engineering diploma

2 1*' degree chemical engineering and PG diploma foduhiglogy and management

Source: CDB, Human Resources, July 2007.
42 Australia and the Asian Development Bank 199981€ection on Management Efficiency
43 Director Economics Department, Operations Offi¢Education) Projects Department, Operations @ffi¢Civil Engineer) Projects
Department, Operations Officer (Governance) Prej@=partment, Investment Officer (Financial Intediaeées) Projects Department, Gender
and Development Specialist, Project Department.
44 Draft Human Resources Strategy 2005-2009
45 Universalia, Montreal Canada.
46 Draft CDB Human resources Strategy.
47 Director Economics Department, Operations Offi¢Education) Projects Department, Operations @ffi¢Civil Engineer) Projects
Department, Operations Officer (Governance) Prej@=partment, Investment Officer (Financial Intediaeées) Projects Department, Gender
and Development Specialist, Project Department
48 See draft Human resource strategy, table 5
49 ibid para 3.14
50 This includes helping BMCs restructure theirremies, supporting small and medium enterpriseslifig social and physical infrastructure
especially in rural communities, and human resodsselopment.
51 This includes natural hazard risk managemengrawming the delivery of public services, formulatihealth policy and health systems reform,
shelter development and special mortgage interwestfor low-income households, and rural develognenmprove the conditions of small
farmers and indigenous people.
52 This includes capacity building in BMCs to styfren the public sector and to support the estabksnt of strong regulatory systems,
encouraging wider participation in national consenisuilding, strengthening regional governance raeisims and mainstreaming governance in
CDB'’s operations.
53 Each CPA is led by a broad-based National Assaiss Team (NAT) appointed by the government of ghdticipating country, led by a
coordinator, responsible for managing the CPA msceThe NAT is responsible for undertaking the CR®nitoring poverty indicators
and executing future CPAs with the support of cdtasus. CDB provides a technical assistance grantléfray the costs of the
consultants and other expenses related to the poassessment. The consultants normally provigaitrg, advice and technical support to
the NAT; and are responsible for ensuring consistertross countries. CDB is the Executing Agenaypoverty assessments and engages
consultants directly. The NAT operates from a |d&idistry, generally either the Ministry of Finanead Planning or Ministry of Social
Development. The draft CPA report is the subjedtrobd consultations in country. It is also revéeiviby an inter-agency group of development
partners based in Barbados, and by regional andegitnal institutions including: the Organisatiofi Eastern Caribbean States (OECS)
Secretariat; and the Eastern Caribbean Central. B@GIB also commissions a peer review involvingiique of the draft report by two experts,
one local and one regional to provide independews on the findings and on technical aspectsefdiport.
54 CDB's support of CPAs is long standing. In 199@B developed a multi-dimensional approach thablives four components: a historical
and socio-economic analysis of the social and enampolicy environment; an institutional analysighich examines the effectiveness of social
development programmes and projects; a Nationaleéyusf Living Conditions. (SLC) or Household Bud@irvey; and a Participatory Poverty
Assessment (PPA).
55 This initiative has been supported by finanaakistance from the Canadian International DevetapgnmAgency (CIDA), the
Department for International Development of the teiKingdom (DFID) and the United Nations DevelomtnBrogramme (UNDP). The
World Bank and the Inter-American Development BABIB) have provided similar assistance to some ties
56 See CDB Paper BD 13/06 “Country Poverty Asseassnand Poverty Reduction Strategies Programmeomoing Member Countries”,
May 15, 2006.
57 SPARC comprises: building national capacityG&As; monitoring and evaluation for policy and ievpentation; dissemination of data; and
regional coordination; and operates concurrently iagional programme and in bilateral or pargltejects.
58 The SPARC Regional Programme overall is mandgethe United Nations Development Programme (UNRRYl comprises pooled
resources contributed by UNDP, other agencies énUhited Nations system and other development gextrit is governed by a Steering
Committee (SC) made up of high-level representatiom countries, donors and regional organizatiarg] a Management Sub-Committee
(MSC) comprising representatives from the Caribb@ammunity (CARICOM), the Organisation of Easteraribean States (OECS), CDB,
UNDP and a Country Representative (PSC Chair). éjeet Coordinating Unit, housed at the Barbados @S offices of UNDP, is
responsible for the day-to-day administration a&¢ frogramme. One important initiative under the BRAs the implementation of the
“Core Welfare Indicators Questionnaire” (CWIQ) thetUNDP. The World Bank in conjunction with UNDRAUNICEF developed
this questionnaire. The questionnaire survey isgdes to produce indicators of social welfare moheaply and more regularly than CPA
consumer expenditure surveys. More frequent datection will contribute to monitoring the implemigation of poverty reduction strategies.
59 Including the use of full-time CPA coordinatotise improvement of the function of the NATS, eneming governments to resource the
effort adequately, including gender analysis anodpcing sex-disaggregated data, and optimisindsskiénsfer to BMC agencies that can
progressively assume the responsibility for updatesrenewed strategies.
60 The CDB strategy on governance and institutiole@elopment was part of CDB’s new ‘modern imagigding’ in its 2000-2004 Strategic
Plan and was an important addition to its Povergution Strategy, which was first introduced i®20 The SDF5 Contributors’ Report and its
programming framework had identified the primargas for interventions to reduce poverty under teadmgs of capability enhancement,
reduction of vulnerability and “good governancestitutional development and regional action”. Exées of the latter were cited: - public
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sector modernisation, strategic policy and prograenagement, social partnerships and participataw,justice and security and regional
cooperation and governance.

61 Good governance (defined as “the processeshighvwpower and authority are shared in society iafldence exerted over policies and
decisions concerning human development and wetlgieiwould be incorporated in project and progra@sign by such things as participation
of all stakeholders, promoting free flow of infortia, holding people and institutions accountable] being rules based. “Good governance
would become one of the tools to help identify @iertypes of programming action for promoting poyeeduction. Important themes included
identifying the proper role of the state, estalifighan enabling environment for private sectordeawth and contributing to new opportunities
at the regional level to advance globalisation positive manner.

62 The six elements of the governance strategy (t¢reuilding modern, effective and accountableljpufectors; (2) meeting the challenges of
globalization and integrating market oriented ecoiegpolicies with poverty reduction; (3) social prerships and wider participation in national
consensus building and provision of local servi¢ésestablishing and strengthening regulatoryesgstfor environmental and social protection
private sector development and improved justicéesys; (5) regional cooperation through strongeiores) governance and national capacity to
implement regional commitments; and (6) mainstregngiovernance in CDB’s operations.

63 An example of a useful but ad hoc interventothe CDB support to the Caribbean Court of Jus@2B was able to play a role because it
had the right financial instrument (a guaranteaatfonal loans that fed the Court’s reserve fund}, because of it was pursuing a pro-active
policy in strengthening Caribbean courts.

64 Country projects in “governance” included suppor a development planning framework in Jamaica7/Mlloan and $500K grant;
privatisation of the St Kitts and Nevis Electriciepartment $600,000 loan and $60,000 grant; stipgdocal government reform in Dominica
grant $148,000; and strengthening of the nation@renmental planning agency in Jamaica 60K grant.

65 Regional projects in governance included prejmraf Caribbean building standards $1.39 milligrant; evaluation of CDB Technical
Assistance Programs $191,000, update of CDB’s eniental policy and review guidelines $148,000, eigtit other small regional T/A grants
totaling $322,000.

66 For example, the two policy-based loans (toK8ts and Nevis and Belize) are listed under “cayaenhancement” even though in the
former case the loan object talks of “improvemehgovernance and institutions”. Similarly, a joi@DB-IADB seminar for dialogue with
Caribbean civil society was also labeled capacityamcement.

67 An example of post-factor labeling is showntia 2006 Evaluation of 2000-2004 CDB Technical Assise, sample projects were variously
labeled “governance/public sector reform, govereadeconomic management, governance/justice andityean governance”. Such post facto
labeling is more likely to arise in the case ohtgical assistance than investment projects. A nurmbehat are called governance projects have
been “use of funds” rather than grants because S executing agency/beneficiary.

68 ‘Social Protection and Poverty Reduction in@sibbean.' Regional report: synthesis of maidifigs of studies for Belize, Grenada and St
Lucia with supplementary information for DominicadaJamaica’. Social and Economic Research Unitjp@ean Development Bank.
Prepared by Dr A. Barientos. Page v.

69 Recommendations included (a) Garnering politicall: Advocacy for buy-in at the highest decisiaraking levels: (i)
Rationalise/Consolidate mechanism for SP. (ii)18teen public sector capacity. (iii) Promote effiti/effective targeting. (iv) Systematising SP
interventions through the labour market: sociaésahets, pensions. (b) Accelerated coordinatiosoafal statistical capability to support data
analysis and evidence-based policy. (c) Puttingp®fhe agenda. (d) Moving from advocacy to actfmough convening of a regional policy
level/high level dialogue involving the Heads oh&iministries and relevant officials to promoteegional approach in support of a national SP
sustainability. (e) Facilitate the involvement &8s and community -based Organisations througmsgtigutionalised Council on Civil Society
in effect.

70 The meeting's findings are summarized in: ‘PRONXIG AN INTEGRATED SOCIAL PROTECTION FRAMEWORK FORHE
CARIBBEAN' Paper prepared by the Caribbean DeveleptmBank in conjunction with the Department forelmational Development; the
European Commission for Barbados and the Easteribi@an; the United Nation Development Programme; World Bank For the Twelfth
Meeting of the Council for Human and Social Develemt (Gender) April 7, 2005, available at
http://www.caribank.org/Staff_Pa.nsf/COSHOD/$FII&@EHOD_SP2_April27-29.pdf? OpenElement

71 DFID's policy paper on social protection statés:most low income countries, some combinatiorstsengthened safety nets, conditional
transfers to support human capital development, kasic social assistance measures will be the eftesttive, given the poverty reduction
objectives of government policies and donor supf@ountries develop unique social protection ‘ittgees’ over time, reflecting the risk and
vulnerability context and socio-political and ecomo history. The institutionalization of social pection does not happen automatically”
www.odi.org.uk/Africa_Portal/pdf/Social_Protectid809.pdf

72 Agreement was reached on the following broadcples that should underlie cooperation on sqgiatection: (1) Preference for dealing
with the Region as a whole or at the sub-regiaaalirather than at the country level in advantirggsocial protection reform agenda given the
common issues involved and the efficiency gainseetgnl from addressing these regionally or sub-regiya (2) Modification of donors’
behaviour to stem the wasteful duplication of pamgmes. (3) Direct financial support for social patiton reform will be limited given scarcity
of grant resources and countries’ restricted céypagiborrow. Emphasis will be on technical assistafor capacity building and institutional
strengthening. In many cases, action will be mattycerned with improving processes to bring atgresense of coherence to various
overlapping and poorly targeted programmes rathan thew projects requiring additional funding. ®)e need to emphasize to partner
countries that firstly there are incremental gambe had from doing things better to secure cagngs in the delivery of social assistance; and
secondly that countries need to strengthen andneehsocial insurance schemes now because postpth@ngecessary reforms will lead to
dramatic increases in costs.

73 The seven priority areas for joint work on sbpi@tection were: (a) Improved planning on sogiatection issues to: establish mechanisms
in each OECS country for sector-wide planning fazial protection and to link social protection piarg to country poverty reduction strategy.
(b) Reform social insurance to achieve long-temarficial sustainability; and expand coverage te#utuded where feasible, including informal
and poor workers. (c) Rationalise and strengthefabkassistance to improve delivery of benefitptor (through better targeting and delivery
mechanisms); reduce programme overlaps and admatiist costs; reorient social assistance programtoepromote human capital
development - “a hand-up rather than hand-out”; ensure that programmes exist that can responthiitediate needs as well as to crises
(including programmes that can be rapidly impleraedfgcaled-up in response to natural disaster ammbeuc shocks to which the Region is so
prone). This will require a move to counter-cydlisacial spending patterns. (d) Improve ex-antaster management through development of a
regional disaster management fund; strengtheninlgibg codes, etc. (e) Ensure labour market paigapport competitiveness and reduce
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poverty and social exclusion by revising labour kearegulations; and reforming active labour maie&tgrammes to meet the development
needs of the country and international best practiandards. (f) Facilitate informal risk managensrategies, for example, the flow of
remittances. (g) Better data collection and impdor®nitoring and evaluation of poverty and sociaitgction programmes, i.e., MIS systems,
impact evaluation.

74 Other than the proposed regional disaster mamagefund, plus opportunities for regional advocéey. for better building regulations,
labour laws, remittance channels), the social ptimte agenda agreed among donors (February 200 dogeting) is at country level.

75 SDF5 had had a similar “set aside” of $5M whigts easily expended in addition to the $18M seteafsir T/A, a good portion of which was
recognised as likely to be oriented to regionaligt

76 The projects included as recipients/partner©&®BRICOM and OECS Secretariats, UWI, UNDP, ACS, GRMnd CARTAC among others.
77 Funding of a study for regional health insurac®rum on early childhood, a forum with IDB fialogue with civil society, and support to
UWI's Business Plan by helping it set up a consitjafirm may all have justification on their merithey do not constitute a coherent and
proactive regional programme. This is also tru€bB’s ongoing support of regional policy and piees with CDB’s own staff resources and
ordinary capital resources — for example, supppthé proposed Regional Development Fund; advismthe integration of Caribbean equity
markets, and integration of individual OECS fissgdtems into a single sub-regional system; stremitly of national monitoring and reporting
systems for MDG performance targets under the SPAR@Gram, and coordinating the region’s participatin the policy oriented Caribbean
Development Forum (CDF), among other initiatives.

78 Male and female equality, in addition to beingoal in itself, is important to economic develomme”Forget China, India and the Internet:
economic growth is driven by women.” The Economigiril 2006. “Gender equality is an important oaitself (MDG 3) and it and also
contributes to the achievement of other objectivemulate growth and reduce poverty; reduce it contribute to child development. “
OECD Development Centre, May 2007. The Asian Dewelent Bank has said that research and experieneetbe last 10 years have
confirmed the importance of gender equality, ndy @s a fundamental human right, but also as es$eatpoverty reduction and improved
living standards, sustainable economic growth, effeictive and accountable governance. To pursuéageequality in the region requires
coherent, gender-responsive policymaking at aklevand strong partnerships involving governmetigéselopment institutions such as ADB,
and civil society groups.

79 The economic and productive role of women inettggment was recognized as a key ingredient ofesstal development policies in the
1970s. In the early 1980s, the DAC issued guidslioe “women in development” which expressed theod@ommunity's agreement that
factoring women'’s role in development was a matfedevelopment effectiveness and, as such, a iofea responsibility of development
officers and a matter of accountability for devel@mt agencies. The drive to mainstream analysiwashen’s access to and control over
resources before and after development intervemtiesulted from research in the 1970s which doctedetheir leverage in the powerful
combination of both their role in the informal prtmtive sector and their expenditure pattern, wHifthd nutrition, health and education
investments by family. On the institutional sidendr action was propelled by Harvard Business Sctesearch, by the Harvard Institute for
International Development research on USAID, andMiyld Bank project cases studies. These cases wgee to train senior executives and
staff at CIDA, USAID, and international developmenganizations and, over time, politicians and gomernment organizations in developing
countries. Each case, in sectors as different fniasinucture and agriculture, documented the Idssvamen’s access to and control over
resources as a result of well-intentioned and segijnneutral development interventions. With theslef women’s assets came a concomitant
loss in family expenditure on children’s nutritidmealth and education. Misunderstanding the roleahen often leads to project failure: the
key lessons learned were that no project can bsidered automatically devoid of differential impaahd no intervention could claim no
adverse impact on women. Throughout the ‘80s afd, ‘Besearch and experience deepened. The focwsraen transformed into a focus on
“gender” -- recognizing that the barriers to wongem the progress of girls depended on the reldtiprizetween the societal roles of men and
women and boys and girls. To reach equity goalé boles and the differing interests and needs ¢ Isexes needed to be considered in
development programming. Wide-ranging researchcatdd an often hidden yet frequently pivotal rote fvomen in peacemaking and
peacekeeping and in environmental sustainabiltyen major corporations began supporting womerogiams in hopes of contributing to a
more stable and prosperous world. Hasbro Toys fighdif a Women’s Resource Centre in Kabul, Afghamiss an example of corporate
recognition (at the CEO level) of women'’s role neating peaceful societies. As the developmentstigibecame more attuned to gender issues,
it moved into more complex arenas such as womégtgsras human rights, women'’s political leadershipd most importantly, addressing the
growing feminization of poverty and the HIV AIDSidpmic.

80 The Caribbean MDGs contain gender targets &sn®l Goal 3: Promote gender equality and empowsmen. Target 4: Eliminate gender
disparity in primary and secondary education, padfly by 2005, and to all levels of education nedahan 2015. Target 5: Eliminate gender
disparities in income and occupational opportusité all levels and sectors, no later than 2018gefe6: Reduce by 60%, the incidence of
physical acts of gender-based violence.

81 The bar for achievement is somewhat lower fergbcial goals, with the exception of educatioro fromote” precedes three of the four
social goals and “to strengthen, support, or maddeftrprovides direction to staff for work on thegkt other priorities. This signals, perhaps
unintentionally, a certain hesitation.

82 Situating gender in the social sector may sigmalinderstanding that the inequality of women ieuedh in the Caribbean is largely a social
rather than an economic and governance issue, Whiot entirely correct. We noted earlier that ésenomic empowerment of women was the
starting point for addressing their role in develemt effectiveness.

83 Despite the success of the project, there wanamey available for a final workshop to collatesens learned or to take the project forward.
The opportunity to scale up success on one oféigedMDG 3 targets was lost.

84 Her position has two main functions: (a) supploet management implementation and monitoring o B8Is, at the project and subproject
level, in terms of ensuring that gender issuesadexjuately addressed; and (b) support the plandesign, and monitoring needs of the CDB
with respect to the gender considerations of th& BN

85 She is also expected to provide a report orabssiues to the CIDA Caribbean Program and to®éeadian consultants. This does not seem
to fit the spirit of the Paris Declaration on umiyiaid, especially given the presence of gendeerexjin the Caribbean.

86 In cases where the gender responsibility has peeinto professional services or experts depamts) as CIDA did in 1986, the gender role
tends to move from managing institutional resutelvocacy on a project-by-project level, with alihe in effectiveness. This shift suggests
that gender needs only be “opportunistic” — implatmgender analysis and strategies where therevifliag counterpart. The implication of a
supply-driven advocacy role is that staff attitudegd changing. The advocacy role, then, detracta the early recognition that addressing
women'’s role in development was a professionalaesibility for all development practitioners, archt adverse impact for the most part is not
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a matter of intention but rather a result of systeliases. It also puts the gender specialist imgossible high transactions role that cannot do
justice to the wide variety of development instratsethat require rethinking. She or he is alsoipuhe unenviable position of having to sell
personal value shifts rather than creating a dentlaraigh corporate incentives and supports forceffi to achieve gender outcomes in the
investments they monitor. CIDA returned the Gerldigector to its corporate role in Policy Branchtire early 1990s, and in the late ‘90s the
World Bank moved its new Gender Director into tloevprful Poverty Reduction and Economics Managerettvork (PREM) reporting to the
Chief Economist.
87 Recent evaluations indicate that the IDB andAB8 have made gains in the social sectors andtegrating gender into CSPs, but more
needs to be done. The IDB's gender office wastsiuia the social programs division, but the orgatidon has lost ground in non-social sectors.
The IDB says it needs to see the country strategyler analysis and dialogue translated into “exjpandender mainstreaming at the design
stage in operations in the non-social areas (statdernization, growth and competitiveness); stiesiging the implementation of gender
features throughout the project cycle; and expandivaluation to generate information about gendsults; reinforcing knowledge
management.” Promoting Gender Equality through @&eiiinstreaming and Investing in Women’s EmpowermeA Report to the Board of
Executive Directors on the Implementation of CDB¥men in Development Policy 2002-2005, DRAFT Mma&007. The ADB has done
good work on integrating gender into infrastructieesuring in a number of projects that publicasfructure meets the needs of females and
creates work for women in the construction and teaiance phase. It has seen greater gains in cemimthiere full-time gender specialists have
been designated. The ADB has concluded, howevatr ntlore needs to be done to make gender a matteardgerial responsibility, and plans
to “strengthen its gender mainstreaming approachetber ensure success in reducing poverty andedoki the MDGs. Given ADB's
commitments to development effectiveness and magédgr development results, future implementatibthe GAD policy will also focus more
strongly on identifying and monitoring gender-rethtresults. An ADB-wide GAP will be prepared witbncrete and monitorable departmental
commitments to guide policy implementation.”
88 African Development Bank. Accountability and pessibility: At the institutional level, accountility and responsibility for gender
mainstreaming are vested with senior managememperience has shown that given the nature and Bétysitf the subject, the commitment of
management is an important ingredient in the ssfaksperationalization of gender strategies. Iagdetaff respond to signals both implicit and
explicit given by the organisation’s leadershiprtRar actions to be taken at senior level are:

Senior Management:

(a) Allocate the requisite human and financial resasirce

(b) Require periodical report on gender mainstreanmimgé a year); and

(c) Hold Directors accountable for incorporation of denissues in the CSPs and sector project

Operational Management:

(a) Provide leadership on mainstreaming gender inegdbdmental activities;

(b) Include gender issues in policy dialogue with BMCs;

(c) Ensure adequate budget for the development of gérdéles;

(d) Ensure high quality of gender analysis of CSPsthatiCSPs include GEM and GDI information.;

(e) Ensure that women in BMCs constitute a signifiganaportion of all stakeholders for the CSP andgubfilevelopment process;

() Ensure the incorporation of gender mainstreamirjgatives and activities into log frames, work plams budgets and allocate the

necessary human and financial resources; and

(g9) Require annual reports on progress in gender nearsing.
89 It works to align itself with equally strong gk policy of the New Economic Partnership for #ém Development (NEPAD) and with
country members. Specific indicators are set oueich management profile and for each sectoevatuation of progress on the Action Plan
is not available and thus it is somewhat unfaicdmpare a plan with evaluations above. But wheleiar is that unlike the World Bank, the IFC,
and the IDB, the African Development Bank has seeetations for full coverage — not isolating tkeaurces available to women through the
social sector interventions but rather expectirsgsienior staff to ensure equity throughout CDB'dicgocoverage, its country strategies,
operational investments and partnerships in Afr@ae of its four Guiding Principles — “women’s eoaric empowerment will be considered as
key to sustainable development” — states that “woraee active in a variety of economic sectors dmel toften shoulder the primary
responsibility for the well-being of the family. kddition, relative to men, women who possess eo@means invest more in education and
health of their children.”
90 The recruitment of the gender expert in the Ptofgervices Division was delayed until July 2007.eTteorganization of the Project
Department may account for the fact that the agp@nt was delayed and the third action item underSDFU 6 action plan has not been
completed although terms of reference are currdistigg vetted for a “comprehensive gender assegsshéen BMCs and integration of gender
into CDB social and operational guidelines.
91 Male and Female Representation: Numbers and Levetsf Staff, by Department

Executives and Non-manager

Managers Professional Staff Admin. Staff Other Staff Total

Male| Femal¢ Male| Femalg Male| Femalg Male Female
President's Office 1 1 1 0 1 1 0 0 §
Evaluation and Oversight 0 1 1 0 1 3 0 0 q
Projects Department 7 4 18 7 0 23 0 0 59
Corporate Planning 1 1 0 0 0 2 0 0 4
Economics Department 2 1 7 4 1 4 0 0 19
Finance Department 3 1 1 2 4 13 0 0 24
Legal Department 1 1 2 2 0 3 0 0 q
Information and Technology 2 2 13| 4 0 12| 0 0 33
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Human Resources 1 1 0 2 0 5 0 0 q
Administration ] 0 0 0 7 6 9 6 24
Vice-President (Finance) Bank Secretariat 2 0 0 1 1 3 0 1
Total 21 13 43 22 15 75 9 6 20
Source: CDB, Corporate Planning, May 2007

92 Active programmes to address inequity within systeand culture is important not only for the abilif the institution to attract from both
halves of the labor force, but also for its impaetgender goals of the development program. A nurobevaluations of gender have found that
where gender strategies are incorporated into cpuwsttategies, for example, the country directaasentended to be female. (World Bank,
Gender Evaluation, 2001).

93 Some senior staff expresses a concern that womsenior positions have been handicapped finagpdigllentry salary offers that were less
than for equally qualified men, and this has cadrti@ough their careers. Compensation may alskéeesl by how women’s performance is
evaluated relative to that of men. This has beendhise in a number of institutions that have ua#lert a gender analysis of personal
performance evaluations.

94 Caribbean Development Bank (2005) ResolutionRgglort of Contributors to SDFU 6(2005), section 3.3

95 Fitzgerald, A.D. (2006) Avativut, “Evaluation ofelEfficiency and Effectiveness of the Environmeftaliew Guidelines”.

gsibid, p.17

97 Recommendations made during the review of CDBisrenmental guidelines included: (1) Operationalisainstreaming of environmental
practices throughout Bank operations. (2) Estabfishadditional environmental expert position at COHB) Include assessments of natural
hazards in environmental reviews. (4) Combine emwirental and social project preparation and arglysia single environmentally and
socially sustainable development division reportiaghe Director of the Projects Department. (5)pH&rengthen environmental policy and
operational capacity in BMCs, especially among OEG@ntries. (6) Include reference to the World B&afeguard Policies and the Pollution
Prevention and Abatement Handbook. (7) Place ther&mmental Review Guidelines on the CDB websitenl easy-to-locate position and
include links to information such as World Bank &afard Policies and the Pollution Prevention andt&iment Handbook. (8) Distribute the
Common Framework for Environmental Assessment -oAd3Practice Note.

98 Environmental Solutions, a Jamaica based firm.

99 Reference not available but contents summadsedg interview

100 Op.cit Executive Summary para 18

101 Caribbean Development Bank (2007). Corporateifies and administrative budget envelopes fa@&2009.

102 Loans purely for disaster relief without a gation component or a contribution to sustainabdite dealt with elsewhere in this Review

103 Capacity Enhancement Grants to BMT¥ Training programme for organic fertiliser protian (2005); (2) Workshop on water and
wastewater sectors (2005). Vulnerability ReducBrants to BMC®1) Jamaica natural hazard impact assessment ggmagramme (2006);
(2) Institutional strengthening Caribbean Climatea@ge Centre (2006); (3) Preparation of Caribbegldibhg standards (2006); (4) Institutional
strengthening - National Environment Planning Agedamaica (2006); (5) Update of CDB’s environmepizlicy and environmental review
guidelines (2006). Although this is a review intrto CDB, it is treated as a general measure fwore capacity within the Caribbean region.
Grants that may indirectly contribute to an expangf environmental management capacity (1) Reiluitton of project management training
for BMCs (2005); (2) Establishment of Caribbean Arécal Assistance Centre (2005); (3) Jamaica D@wedmnt Planning Framework (2006);
(4) Strategic planning workshop for national depetent foundations Eastern Caribbean (2005); (5}aBwble framework for monitoring
MDGs in the Caribbean (2005)

104 Caribbean Development Bank (2007) Approvats@ancellations January-June 2007

105 Barbados coastal erosion control (part mitigatpart reconstruction) 2006; and Grenada disastegation and restoration (part mitigation)
2005. In addition, it is arguable that the Gremvitharket square development project has envirorahbenefits. However, in terms of the
priorities discussed above, they are not large ginda include it the list.

106 Caribbean Development Bank (2007) Approvats@amncellations January-June 2007

107 Caribbean Development Bank (2007) Projecatieunonsideration as at April 23 2007

108 Barbados coastal erosion control (part mitigatpart reconstruction) 2006; and Grenada disastegation and restoration (part mitigation)
2005. In addition, it is arguable that the Gremvitharket square development project has envirorahbenefits. However, in terms of the
priorities discussed above, they are not large ginda include it the list.

109 Op.cit. p.17

110 One respondent suggested that the demanddjercty is also politically driven with electoralstats in mind and hence tangible returns.
This is a process that may also explain reportethites of Governments overriding existing envirental legislation in favour of economic
development interests.

111 The World Bank entered the field of carbon siors reduction in 2000 with its Prototype Carbomdérand now is deeply involved in carbon
finance. The Asian Development Bank’s Asia Padlfartbon Fund became operational in May this year siggnificant bilateral involvement

112 It needs to consider how it might contributeteareness of, and planning for, a response fron€8Mow it can contribute to the work of
other regional institutions in this area and wheiheould have a role in facilitating the Cleanve®mpment Mechanism and more specifically
the brokerage of carbon emission reductions.

113 In 2005-2006 a significant portion of CDB “mte sector” lending has been for infrastructurejdRts that involve the private sector include
road up grading ($121.4 million), airport expansi@amaica $11 million) and investments in publiditigs ($22.6 million). Economic
infrastructure investment comprises 59% of thel to@n flow from 2005 to the present. Several b&ave been partly or wholly funded by
SDF U resources (principally the Grenada second poaject and bridge improvement project, and thi€itss/Nevis electricity power project).
114 ibid paragraphs 4.08 and 4.09

115 IDMAG and Rideau Strategy Consultants (200/l&ation of CDB Technical Assistance OperatiorBBCEvaluation and Oversight.

116 “Technical assistance for private sector deureknt, which showed a decline in 1996-1999, pdeigufor CTCS, continued at the same
level (in annual terms) in 2000-2004, as a resudtroincrease in CTCS programmirthat offset a decline in other TA support for irevate
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sector. As a proportion of total TA operations, lewer, the category has shown a decline over thee ttime periods.” (3.01) “(However) the
Private Sector Summit on competitive private sedawelopmeritscored well on strategic relevance as it was uaklen just after completion of

CDB'’s 2000-2004 Strategic Plan, under which CDB teaadopt new approaches to working with the pe\sgctor, and while work on CDB’s

private sector development strategy was underwaglsb coincided with an active stage of planniog the Caribbean Single Market and
Economy.” (7.01) “The Private Sector Summit in 20@as well managed by CDB, from initiation and destigrough implementation, and was
used to provide validation for CDB’s new privatetee development strategy, which was then undesidenation.” CDB'’s involvement has

been small to generate any momentum. “Private sdeielopment represented 2.6% of CDB technicastasge overall and 0.3% of the core
TA programme.” (4.01)

Private-Sector-Related Technical Assistance, 199224

Period Number of TA Projects | Approved Budgets
1992-95 23 $2,137,000
1996-99 20 $1,904,000
2000-04 15 $2,402,000

117 Caribbean Development Bank. (2004). PrivatedB&evelopment Strategy

118 Caribbean Development Bank (2005) ResolwtimhReport of Contributors on SDF 6

119 See, for example, Henry Mintzberg of McGill Ugrisity, “Death of Strategic Planning” or WilliamuBgan, The Art Of What Works,
McGraw Hill, 2003.

120 MfDR is management strategy focused on devedoprperformance and sustainable improvements imtgpwutcomes. It provides a
coherent framework for development effectivenessvitich performance information is used to improwidion making, and it includes
practical tools for strategic planning, risk maragat, progress monitoring and outcome evaluati@&CD/World Bank Source Book, Emerging
Good Practice in MfDR

121 “Managing for Development Results” replaced Bing for Results after Paris to reflect the cotezkeffort in development cooperation to
bring public sector and development cooperationrneftogether in order to build stronger receivirmyrtry institutions and to give rightful
place to their leaders as the drivers of their @auntries development. The Contributors’ Reportt¢@der 2005) that launched SDFU 6 came
just after the Paris Declaration on Aid EffectivenéMarch 2005). It reflected the internationaleggnent among more the than 100 countries
and international institutions including the MDBsdamost regional MDBs to move towards partner cgubased strategy, results oriented
management as the drivers for: Alignment (donar @suntry resources aligned with national goalgtribnization (donor systems aligned to
reduce transactions costs); Selectivity (allocatiorade on priorities and effectiveness); ScalingRegformance management; Reporting and
Mutual accountability.

122 Managing for Results has two critical composerfl) Performance Measurement is concerned wigh pitoduction and supply of
performance data. (2) Performance Management isecoed with the creation of incentives for citizenel effects and the generation of
demand for performance data to be used for learmeigdecision-making, resource allocation and attednility.

123 The international community has developed aeshanderstanding of the power of focusing on tesalther than on inputs and process. It
redirects institutional energy to the needs ofber. It motivates commitment and joint action agonany partners to achieve shared goals.
When country results frameworks are country-ownedi @sed, they empower government leaders. Havesy skrategic goals with measurable
objectives (the hallmark of country results frameg), government ministers are positioned to diadicications to country priorities. They can
more easily set a consistent set of targets andatus to achieve national goals. Progress repssist leaders to build public support by
communicating progress and help manage competiatests. Governments become managers of aid éhefeacipients of aid once they have
met their side of the bargain, which is to creatsantable and transparent government managemerxgenditure systems.

124 Development institutions are discovering thahaging for results facilitates a more dynamic eaph to project portfolio management and
to overall country strategies. It enables develagneeganizations to move from having multiple, gljocratic project “results frameworks” to
using the common currency of results indicators rmgnarojects linked to higher-level sector, crosst@eand country strategic objectives. This
opens opportunities for better coordination amaga's and with other development partners. Thisiin reduces the costs of reporting. (See
Appendix G: Good Practice - MfDR). It is, howevestjll early in the international community’s experce with using results-based
performance management and measurement technifbesfive-year project horizon and the single prbjeogical Framework Analysis
(LogFrame or LFA) are deeply entrenched in the psyaf development professionals. Our institutiores designed to deliver individualized
initiatives that operate as stand-alones — evehimnarticulated country strategies. Not unlikeaestdevelopment institutions, CDB seems to
have interpreted managing for results as (1) aowatability tool for its project management; anjilg2monitoring tool for measuring a country’s
overall progress towards the MDGs. This may beretfan of messages from the Board: the amplifiegsgure in the Contributors’ political
environment for taxpayer accountability, and thet that many development agencies have been ogideénes of their own government's
MfDR reinvention.

125 For example, not just building roads, but baiesponsible for safer roads and faster transpdrich in turn, for example, can lead to
enhanced trade competitiveness. And not just gtadpatudents but seeing whether graduates gettjubs are qualified for, and whether
employers are satisfied with the quality of reuit

126 If CDB understands MfDR solely as an accoufitptiool to assess progress against the CMDGsgodisected from the responsibilities of
individual governments, or if it is seen as a comiwations tool for its own strategy, disconnectrshf its own portfolio, it could miss the
motivational, learning, alignment, enlistment, adipation and communications power of the tool.HgsMfDR as an accountability tool in the
sense of reward and punishment to measure stafbwernment performance is dangerous. This has sleewn to create incentives for the
gaming of data, robbing institutions of valuablarténg.

127 For further information on progress in the docmmmunity and by developing countries seew.mfrd.org This site gives country, sector,
and project examples of progress on Managing fee@@ment Results.

128 John F. Kennedy School of Government, Harvardvésity (2001) Get Results Through Performancendggment: An Open
Memorandum to Government Executivesw.ksg.harvard.edu/visions

129 “CDB has committed itself to the MDGs as aegnal part of the policy framework and to their asestrategic benchmarks...[as articulated
in the Caribbean specific targets and Indicatogsiirsst which CDB plans it operations and measunesnaanages its performance.” (Strategic
Plan 2005-2009:para.4.03)

130 Peter Drucker coined the SMART acronym in tB&0k.
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131REVIEW OF A SAMPLE OF KEY PROJECT INDICATORS

Project

1. Trinidad and Tobago
Third Consolidated Line of Sustained real growth in agriculture, industry rism
Credit: Republic Finance and and related services.

Merchant Bank

Key Performance Indicators Rating

S: one indicator is specific

M: one indicator is measurable
A: No judgment made

R: No clear measure of poverty reductipn
or economic growth.

T: Indication of timeframe is found

At least 20 AIC sub loans financed by 2010 fortaltg
2007 (To be approved) of $25 million.

PDO Indicators:

- 3 out of 5 principles are generally met.
- Informs output achievements, rather thian
outcome achievements

3. Grenada
Second Bridge and RoadAfter project implementation improvement in soclals: one of four indicators is specific
Improvement Project indicators including household incomes and povertyl: one indicator is measurable
2005 levels. A: No judgment made

R: No clear measure of poverty reductipn

or economic growth.

T: No indication of timeframe is found.
No accidents attributable to inadequacy of bridge
infrastructure -

Increase average annual economic growth

0 out of 5 principles met.
No structural failure of bridges - Informs output achievements, rather
than outcome achievements
Savings in VOC and travel time translating to jan

ERR of 13%.

Source: Author

132REVIEW OF PROJECT OUTCOMES

Active Project
1. St Kitts/ Nevis

Development Objective Rating (Doesat meet, somewhat meets, meets)

To contribute to economic efficiency by Does Not Meet SMART criteria.
increasing productive time, reducing

West Basseterre Bypas
Road

svehicle operating costs and facilitating thewho the beneficiaries are is not clear especially

development of new development with

nregarding land development.

the project areas.

2005 Target behavior is not clear. The objective does |no
specify how people targeted will change behavior| to
become less poor. (CMDGS)

2. Haiti A better educated population with theSomewhat meets SMART Criteria

requisite knowledge and competencies|tdhe target audience is mentioned but remains végue

Education for  All| contribute more effectively to the socialwhich regions? What age groups?)

Project and economic development of Haiti.

Target behavior is not clear. The objective does |no

2007 specify how people targeted will contribute to sbend

economic development of Haiti...or behave differemdly|
become less poor.

133 CDB's approach to MfDR needs improvement iresgvways; including (1) Project development objexst need improvement. There is a
need to present a consistent set of objectivesdjegts of the same type, defined at the sameegiatevel. There is a need to focus project
objectives on poverty reduction outcomes. (2)&uibKey performance indicators need improvementS(Bonger results linkages are needed
between cross-sector themes, sector objectivepiajects objectives and indicators. This can beedmndeveloping thematic or sector results
frameworks and agreeing on a “few, but vital” Kegrfdrmance Indicators to inform strategic managendegisions. (4) This should supply
strategic information necessary to inform progiegseasurable terms at the level of the eleven @DBomes and the CMDGs.
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134 In both the road and the education sector ebanip, it is notable that there were no gendeeabjes relative to the CMDG goals of
increasing education equality between the sexesrameasing the range of employment for women. IUhé& projects have results frameworks
that are used to measure their effects at theegitalevel, the CDB cannot know whether or notitsk is aligned with its strategy.

CMDG GENDER RESULTS COMMITMENTS

CARIBBEAN MDGs, TARGETS AND INDICATORS: AN INDICATI VE FRAMEWORK

Goal 3. Promote gender equality and empower women Indicators: Goal 3

13. Ratio of girls to boys in primary, secondand aertiary
Target 4. Eliminate gender disparity in primary astondary education.

education, preferably by 2005, and to all leveleddication no| 14. Proportion of students by sex who take Math&maind

later than 2015 Science examinations at 5th Form.

15. Ratio of literate females to males of 15 toy24r-olds.
Target 5. Eliminate gender disparities in incomeé an 16. Share of women in wage employment in the naicaltural
occupational opportunities at all levels and insalttors, sector.
no later than 2015 17. Average national income of men and women byoseuf

employment.

Target 6. Reduce by 60%, the incidence of physicas of | 18. Employed persons by occupational status by sex.
gender based violence 19. Proportion of seats held by women in natioaligment.

20. Proportion of women holding office in local gorment.
21. Incidence of reported physical abuse by sek@fbused

135 For instance, CMDG targets “ensure that by 26t#idren everywhere, boys and girls alike, wél &ble to complete a full course of primary
and secondary schooling up to Grade 12” was nigfatef in the results frameworks of the sampledoication projects in the table below. Each
of these projects aims to keep children in schdiosays that it intends to measure the goal tiv@gs: by increase in completion rates, increase
in retention rates, and decrease in dropout réditeee education projects used the same targetsagpomary and across secondary school
education projects, project officers could useratignt with the CMDGs as a motivating factor in ppldialogue, and they could begin to use
differential rates of progress across the portfalotriggers for investigating underlying causes fom using comparison to reinforce progress.
Such use would also reinforce the government'sfasuthe CMDGs. The road sector example also itatble below illustrates the opportunity
to report on economic contribution consistentlyt bach states vehicle operating costs and reduaedl time differently, thereby inhibiting
comparison and aggregation. The results framewsinksild also go further - to outcomes. How will pdy be reduced through the use by
beneficiaries of these projects?

Same Sector, Similar Outcomes, Different Indicatas

Project Development Objectives | Selected Key Perforamce Indicators
CDB Strategy 2005- 2009 Desired Outcomes:
. Improve quality of and opportunities for acces&tucation and Training
. Promote Gender Equity
Haiti Increase in completion rates at the primary lex@hf66% to 90% by
Education for All 2015.

A better educated population with the requisitevidedge and| 80% of the target group retained by 2010.
competencies to contribute more effectively to #ueial and

economic development of Haiti. No gender targets (CMDG#3, Target 4 Education sspriation and
achievement).
Grenada Decrease in the drop out rate and repetition atei0% by 2012.

Schools Rehabilitation and Reconstruction
5% increase in secondary school graduates entdretpbour force,
An increased number of graduates capable of cauitnidp more | by 2015.

significantly to the social and economic developtradrGrenada.
No gender targets (CMDG#3, Target 4 Education sepretion and
achievement).

CDB Strategic Outcomes

. Strengthen and Modernise Public Utilities and Istfinacture

. Promote Gender Equity

Infrastructure Section

Grenada Savings in Vehicle Operating Costs (VOC) and traiveé translating
Second Bridge and Road Improvement into an ERR of 13%.

To contribute to the social and economic develogméGrenada| No gender targets (CMDG#3 Target 5: employment dppdies).
through improved road and transport infrastructure.
St. Kitts and Nevis Savings in travel time of at least 41.8 million 2308
West Basseterre Bypass Road Project

Savings in VOC of at least $2.1 mn by 2008
PDO: To contribute to economic efficiency by inciea
productive time, reducing vehicle operating costs facilitating | No gender targets (CMDG#3 Target 5: employment dppdies.)
the development of new development within the togeeas.

Source: Author
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136 The recent Joint Assistance Strategy for Tanz@007-2010) is perhaps the most advanced resnttgpartnership-based country strategy.
The Mozambique government’s approach is the mosaramed in using measures to manage mutual accdlitytaln Afghanistan, there has
been an intense effort by the donor community ignalith the Afghanistan National Development Stggt and to use results to motivate and
measure progress through a Joint Coordination Mong Board.

137 Evaluation and Oversight Division has the fellig responsibilities noted in the latest CSP: “C®Bvaluation and Oversight Division will
engage in formal oversight of the strategy andnitslementation, both to assist the Operations afe@DB in improving the development
effectiveness of its activities on an informal, omgy basis, and through a formal review of therieations and process to inform a more
structured approach to improving Bank operatiorfBélize CSP p. 41) Program oversight is primarilynanagement responsibility, as is
continuous improvement. The St. Kitts/Nevis CSR set a more appropriate role for Division: “The\E@ivision of the Office of the President
will do the second level of the monitoring and esaion process. This division will evaluate proggrogrammes and TA financed by the CDB
to assess the development impact of the CDB’sviatgion. The evaluation also assesses the susil@inahe institutional development impact
and CDB and the country performance in determitiiregoverall development effectiveness of projeictarfced by CDB. The evaluation by the
EQV division will be done in terms of relevancdiacy, and efficiency. (St Kitts and Nevis CSPgg)” The St. Lucia CSP notes that in the
“the preparation of a new CSP for St. Lucia, the@lementation of the last CSP will be reviewed andgort will be prepared by CDB'’s
Economics Department.” A review of progress on juesy CSP in preparation for the next CSP by thenBrocs Department is good practice.
138 The Belize CSP does not set out a results franke The other two CSPs do have a CDB resultettidt describes sector interventions,
CDB planned projects and some ongoing projects aafetv indicators. These indicators are simplesstents of undifferentiated benefits, such
as “improved school environment” or “improved cadstater quality”, rather than measurable and nooafile indicators of progress. They are
not SMART, no baselines are provided, and neithiercdear links to the next level up: sector or doumeasurable targets. Some CDB
priorities, such as gender improvements, are nggsithe action plan and recommendations.

139 One aspect of such an independent arrangehsrghould be kept in mind is that the positiome&d of evaluation is normally filled by an
external appointment or given as a terminal assgnmnby a CDB executive. The key thing is that Beard via the CODE makes the
appointment and is responsible for the EOV diréstpersonnel transactions (recruiting, hiring, amhual appraisal) The position reports to the
Chair of CODE to avoid conflict of interest withettiPresident's over-riding management function. gdsétion must be "seen" to be completely
independent and as free as institutionally possileave one sole purpose, which is to work on Betizhe institution to ensure the best use of
development funds for poverty reduction.

140 In LogFrames there is little evidence of basalibeing established against which to measurege®@nd reveal lessons of implementation.
141 Annual Review of the Performance of the Préieen portfolio Under Implementation for the Yeanded December 31, 2005, Paper BD
67/06, December 2006. p. vi

142 As a result, the 2005 Annual Review of the éterfince of the Project/Loan Portfolio was not caetgal by EOV until October of 2006.

143 Some MDBs have three-year terms for DirectbiSvaluation, renewable once. Best practice, h@neg the IMF six-year non-renewable
term for the Director of Evaluation.

144 A more direct relationship between EOV andBbard might imply: (1) The Deputy Director, EOV mepto the Chair of a Committee on
Development Effectiveness. If not a “CODE” thenarfio the Dean of the Board. (2) The head of EQghinmore appropriately be a Director
rather than a Deputy Director; (3) the incumberachef EOV should not return to another staff positin CDB. The position would either be
filled by an outside term appointee or be a preeetent position. The Board should make the agp@nt the incumbent. (4) The Board would
approve an evaluation and audit strategy for adytdle, perhaps the four-year SDFU cycle. (5) Tlar would approve the yearly work plan
and budget. (6) EOV would be responsible for evédna that are results-based, joint with other denshenever possible, include external
voices. The evaluation department would perforimétéd number of project audits and impact evabrati Each project level study done would
be chosen as a building block for an evaluatiorkvpdan that is scaled up to report on thematictagecountry and regional evaluations. (7) The
EQOV would establish standards for excellence inuateon and would be reviewed periodically agaithsise standards by an external review
team. (8) EOV would be funded to shorten the feekill@op to projects management through provisiofunéis for workshops and publications
on its reports.

145 CDB, BD 67/06, “Annual Review of the Performaraf the Project/Loan Portfolio Under Implementatfor the year ended December 31,
2005". Table 9, Page 31 Para 3.12.

146 CDB, BD 67/06, “Annual Review of the Performaraf the Project/Loan Portfolio under Implementatior the year ended December 31,
2005". Table 9, Page 5.

147 The CMDGs are consistent with the MDGs. ThelBaan specific targets and indicators reflectaegi conditions, although under gender
one might expect a target reflecting gender eqoBls addressing the particular situation of yoonades.

148 CDB and UNDP: “Millennium Development Goals Regl Workshop”, Nov 17 and 18, 2005. p. 6-7.

149 PowerPoint Presentation on SPARC by UNDP Barbadd the OECS by Amory Hamilton-Henry and LeisecR. June 07, 2007

150 The Bank’s position is that the long delay hasn due to Surinam being unable to complete trandial requirements of membership.
Among other ways to deal with this issue, CDB haxppsed a credit to a Surinamese private entitywioald be advanced to the Treasury so as
to allow the Government to pay in its capital regment, but this has not been taken up. Theresés sdid to be a division of opinion within
Suriname’s political leadership about CDB membgrshCDB has tried to persuade the country’s prigaetor to push for membership. From
time to time, CARICOM and OAS have attempted toeecfacilitators. Currently, relations between CBECs and Surinam are at a low point
following the latter’s decision in May 2007, withoconsultation inside CARICOM, to invest in a nuwelg@ower program in contravention of
regional policy on nuclear energy.

151 Whether CDB will be successful in bringing rilateral development banks into membership is uager The MDB membership may feel
it is inappropriate for multilateral developmennka to take membership in each other (as emerg#tirecent EIB discussions). Some might
see the collaborative logic of, for example, WdBlahk taking a membership share in regional banksder to achieve the closer collaboration
called for by the Meltzer Commission.

152 Harmonization, alignment, results: report oogpess, challenges and opportunities (OECD DAC 200%), p 15.

153 Where countries have developed PRSPs (origit@albenefit from HIPC debt relief) there has beapport by donors in their country
assistance strategies for the development prisr#@. But this is alignment mainly at headlineelpoften donors don't use the PRS to guide
their country assistance allocations. Since PR8nalo not clearly prioritise among sectors or maf® in need of support, they offer little
guidance for programming purposes. Doing so regquareobust medium-term framework that links coumtriprities to budget decisions and
timetables. But partner countries rarely have a enodunctional budget classification, laws thatab8sh a disciplined budget preparation
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calendar, and budget controls that provide somerasse of plans being executed. “As donors mowetd better coordinated support for
country-owned reform of public expenditure managen@mbined with a performance assessment frametwduide reform efforts, the
prospects for pragmatic MTEF reforms are good” Harisation, alignment, results: report on progressllenges and opportunities (OECD
DAC 2005).

154 From IDB workshop ‘Report on the regional warigs on harmonization and alignment for Latin Amarand the Caribbean: exercising
leadership to accelerate change’. Dec 11 2006

155 Harmonisation, alignment, results: report argpess, challenges and opportunities (OECD DAG2Qtp 31-32.

156 The Paris Declaration declared a target, fdi02€hat 75% of developing countries would haverckrategic priorities (including PRSs)
linked to a medium-term expenditure framework agftected in annual budgets. (Paris Declaratioicatdr 1) The Paris Declaration targeted
for 2010 that at least 50% of capacity developnsepiport would be provided through coordinated fjgmogrammes consistent with partners’
national development strategies. (Paris Declardtidicator 4). The Paris Declaration targeted2@0t0 that at least 50% of (a) field missions,
and/or (b) country analytic work, including diagtioseviews, would be joint with other donors. (BaDeclaration Indicator 10). The Paris
Declaration set a target, for 2009, that develognagencies would be working directly with 75% of BMCs in a participatory approach to
strengthen results based management by the BMGryoeat.

157 Programme aid includes general budget supfwan¢e into government’s budget, usually with aiety of agreed policy targets), sector
budget support (SwWAps, i.e. finance into governrsdmidget, usually with a variety of agreed poliaygets for a particular sector), and sector
baskets (donors put money into an account managedéor more of them, to be used as for a SwApegxmoney is sometimes paid directly
to sector ministries/departments rather than irdeeghnment’s central budget). Characteristics ofgmamme aid are usually some dialogue
regarding policy and policy targets agreed to Hdeaed with help of the programme aid; and payiffuods into a government account, not
against specific purchases.

158 ‘Progress report on the implementation of taenership, harmonisation and alignment agendaePBD 83/06 presented to 224th meeting
of the Board of Directors of CBD, 14 December 2006

159 The undertaking would: 1. Identify the preskemel of performance in specific finance managensmvices in government (including
procurement, auditing, reporting, analytic work fooject identification, statistics, budgeting).edhs of measuring performance standards are
now available, including assessment of public prement standards and PEFA that assesses the stasfdseparate components of public
finance management; 2. Indicate which specific guvent services are of adequate standard and avilised immediately, and which are not.
3. Indicate the support to be given to governmdamgin raising the standard of inadequate sentwegceptable levels; 4. Indicate a date for
review. 5. Include the undertaking as a statenretité donor’s country assistance plan.

160 The Contributors’ Report/Action Plan addressegral general headings that deal with questibjmsrd initiatives and coordination: 1) Aid
effectivenessas outlined in the Rome and Paris Declarationt gpecial emphasis on improved harmonisation attpres, over the SDF
period. The Contributors’ Report coincided witte tddoption, shortly thereafter, of the CDB Stratdgfian 2005-2010 which, inter alia, set out
Paris Declaration-related performance indicatorstiie Bank along with tentative targets under ter ftopics:) ownership (by the BMCs),
coordinated support for capacity building ( i.@gament), harmonisation of common practices anagutares, and results based management.
The Contributors Action Plan calls for CDB to teke lead in promoting harmonised approaches irateas of procurement and environmental
assessment, and to seek common donor approachssisting the Caribbean Regional Negotiating MaatyifCRNM), economic adjustment
measures that will be required under the CSME affdVIDoha Rounds, and the area of disaster mitigadiwh risk management. 2) The
challenge of integrating MDGisito the Bank’s work at all levels and the BanWerk in the poverty reduction strategy area wittrikitzean
donors groups. The Contributors Action Plan cafisCDB to use SDF resources as leverage in prognommon donor approaches to support
for social protection for the poor in BMCs and tophasize inter-donor participatory approachesst€iuntry Poverty Assessment updates. 3)
The role of SDF resources in promoting the Bankigp®rt to_regional cooperation and integratinrthe context of global change and the
creation of the CSME. 4) Support to increased nesitp in the Bankhrough the accession of new non-borrowing coestrboth from the
Americas region and Europe/Asia.

161 A full discussion of Bank activity in individuareas during the first half of SDF 6 is to berfdun other Sections of the Report (particularly
5.1.5.3.5.4555.6.6.1. and 8.1).
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