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EXECUTIVE SUMMARY

The GEF has supported conservation trust fundsin several countries as a means
of providing long-term funding for biodiversity conservation. This evaluation was
carried out by the GEF Secretariat’s monitoring and evaluation unit in order to determine
to what extent the potential advantages of these trust funds have been realized, how the
concerns expressed about them have been addressed, what conditions appear to be
necessary for funds to function effectively, and what can be said from the experience to
date about their impact on conservation and sustainable use of biological diversity.

The evaluation team analyzed the experience of 13 fundsin an attempt to distill
lessons learned and make recommendations to the GEF regarding future assistance to
conservation trust funds. The evaluation focused on GEF-supported funds, as well as six
others selected to give the portfolio geographical balance, provide opportunities to
analyze the relative advantages of funds of various sizes and types, and provide insights
on particular aspects of interest, such as innovative funding mechanisms. It should be
noted that the GEF experience to date islargely of trust funds implemented by the World
Bank.

Thisreport is addressed specifically to the GEF, responding to concerns raised by
the GEF Council at its October 1996 meeting about the success of trust funds as a means
to achieve GEF purposes, that is, to finance the incremental costs of protecting globally
significant biodiversity resources. There may be instances where a conservation trust
fund is not appropriate in the GEF context but may still be a useful mechanism to address
national conservation objectives. That notwithstanding, it isimportant to bear in mind
that the GEF is currently the major source of international funding available for the
capitalization of trust funds.

The evaluation showed clearly that thereis no “typical” conservation trust fund.
The funds' structure, scope of activities, priorities, and procedures vary according to their
purposes, and the situation of the country they serve. However, it was useful in analyzing
the funds experience to group them into two general categories. “Parks’ funds support
specific protected areas within a national protected areas system. (The majority of GEF-
supported funds fall into this category.) “Grants’ funds channel resourcesto target
groups (typically NGOs and community-based organizations) for a broad range of
conservation and sustai nable devel opment projects, and often include the development of
civil society institutions among their objectives. These two types of funds tend to have
significant differencesin their relation to national strategies, in their governance
structure, program management, and the ways and ease with which they meet GEF
criteria. Thisisdiscussed in detail in Annex D.



SUMMARY OF FINDINGS AND CONCLUSIONS

The team found that conservation trust funds were often seen by their creators
mainly as financial mechanisms that could take large amounts of money from debt swaps
or international grantsand “retail” them into smaller projects over long periods of time.
Their boards of directors and staff reflected this emphasis. Thisindeed has been a mgjor
role played by the funds studied. But akey conclusion of the evaluation is that the
overall success of conservation trust funds depends on their ability to participate in
developing national conservation strategies, to work with other public and private
agencies to devel op agile and effective management approaches, and to nurture
community groups and other organizations becoming involved in biodiversity
conservation for thefirst time. To succeed, trust funds need the governance structures,
staff, and technical support to allow them proactively to influence their environment,
monitor their results and learn from experience, maintain credible and transparent
procedures, and support participatory approaches to conservation and sustainable
devel opment.

The team found that trust funds have made impressive accomplishmentsin the
areas of (a) supporting protected areas, including enabling the creation of new national
parks, expansion of existing areas, and providing a basic “resource security” for their
operations, (b) generating and managing financial resources; (¢) enabling the
participation of civil society institutions in resource conservation; (d) increasing the level
of scientific research applied to conservation issues; and (€) increasing public awareness
of conservation issues. Uncertainty remains, however, about trust funds' ability to
demonstrate long-term biodiversity conservation impact. In part, thisis dueto the
difficulty of measuring biodiversity impact, and of attributing impact to a particular
intervention, especially over the short term. It isalso true that trust funds generate
relatively small amounts of resourcesin relation to national conservation needs.

The two types of trust funds address these concernsin distinct ways. “Parks’
funds have shown some ability to create a basic sense of “resource security” —the
assurance that their basic operating costs and staff salaries will be covered — which, in
turn, allows them to concentrate on conservation activities, attracting project funding, and
collaboration with communities and interested organizations. Several “grants’ funds
have chosen a programmatic or geographic “niche” in which to focus their activitiesto
achieve maximum impact.

The funds have generally met GEF criteria. Specifically,

Most of the funds studied, and all of the GEF-supported funds, have focused
their programs to achieve global environmental benefitsin the GEF' s
biodiversity focal area.

All of the funds studied fit within GEF s operational programs, usually
supporting activities in several of the ecosystem types that define biodiversity
operational programs (forest ecosystems, mountain ecosystems, arid
ecosystems, freshwater and marine ecosystems).
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All of the funds studied are country-driven (i.e., governments and other
sectors show strong commitments to fund objectives), reflect broad public
involvement and participation, demonstrate innovation, and have leveraged
additional resources for global conservation.

Although the funds examined were largely Pilot Phase projects not subject to
theincremental cost criteria, their programs illustrate ways that future funds
can meet these criteria: in the case of protected areas, through up-front
agreements on the percentage of support to be provided by the government
and by the fund, and in the case of grants to NGOs and community-based
organizations, through requirements for counterpart and matching
contributions.

Trust funds have leveraged substantial additional funding for conservation. This
has been true at the level of the fund itself — for example, the six GEF funds with
operating experience have raised more than $33 million in non-GEF contributions — and
at the leve of projects financed by the fund, which generally include substantial
counterpart contributions by the recipient organizations. However, only one of the funds
studied has met its objectives for raising additional endowment funding. Most of the
money raised has been short-term project financing or 6-10 year sinking funds. This has
important implications for the design of future trust funds, as discussed in the team’s
recommendations. (See especially recommendations 5, 6, and 7.)

The majority of the funds studied were set up as non-governmental institutions
with mixed public-private governing bodies. Non-governmental representatives on the
governing body typically held the majority, with government often restricted to one or
two seats. The team found several advantages of larger over smaller boards, in particular,
the ability to establish working committees to deal with the diverse issues that funds must
address: financial management, fundraising, technical oversight, etc. Also, governing
boards whose members are elected in their personal capacity, as opposed to formal
representation of organizations, agencies or sectors, tend to develop a stronger sense of
“ownership” of the fund as an ingtitution, and work more effectively to implement the
fund’'smission. The more formally representative boards tend to see their role in terms of
allocating resources among their various agencies and sectors. Few of them do an
adequate job of reporting back to their constituencies and keeping them involved.

Most of the funds studied have been able to keep their operating (non-program)
costsin the 20-25 percent range (and some below 20 percent). However, there has been
no clear guidance from GEF or its implementing agencies on acceptable levels of
operating costs, or the basis on which those costs are calculated. Most of the funds at the
high end of the operating costs range were either (1) operating on such small endowment
income that even minimal operating costs constituted a high percentage or (2) not
segregating different types of costs. Operating costs include both costs of an
administrative nature (project identification, selection, supervision) and the costs
associated with funds' roles asingtitutions (e.g., costs of board operations, fundraising,
constituency building, participation in policy dialogue). However, funds also incur costs
for program support such as technical assistance to grantees and institution building of
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the fund itsdf (staff training, technical support for development of policies and
procedures) that are not properly considered operating costs.

The GEF-supported funds have successfully applied an asset management and
asset manager selection model developed by the World Bank. This includes devel opment
of investment guiddinesthat reflect a conservative risk strategy and portfolio
diversification; competitive, international selection of experienced, professional asset
managers, and regular, active oversight by the fund’ s board of directors of investment
performance compared to standard benchmarks. The GEF-supported funds have
generally established spending rules or practices that preserve capital over the long term
by building cushions when returns are good for program support in times of market
downturn.

The activities of all trust funds studied were consistent with national
environmental or biodiversity strategies and/or action plans, and with the Convention on
Biological Diversity. However, since the range of activities consistent with these broad
guidelinesis generaly wide, it is difficult to imagine atrust fund supporting projects
outside these frameworks. Trust fundsin countries with participative strategies and
planning processes generally had good links, while other trust funds had limited contact,
often due to the planning process being inaccessible, stalled, overturned by a succeeding
government, or otherwise of limited relevance.

Some countries have established a single, national trust fund; others, one or more
trust funds of limited geographical or programmatic scope. Wherethereisaclear need
and strong local support (Uganda, South Africa) the site-specific funds have been
effective. In general, except in the largest countries, the team observed alimited pool of
national talent available to be tapped for governance, asset management, and policy
oversight, and a limited pool of potential financial supporters for whom multiple funds
would compete. There appear to be significant advantages of scale in combining multiple
purposes or “windows’ in asingle fund.

Finaly, trust funds are only one of an array of financial mechanisms and
institutional arrangements used to address biodiversity issues. The team identified key
conditions indicating when atrust fund is likely to be the appropriate mechanism, and
influencing the fund’ s ability to function as an institution and carry out its mission
(Chapter 1V). In particular, the team identified severa factors that affect cal culations of
the “opportunity cost” of establishing atrust fund, and when other approaches might be
more suitable (Box 10). It bears repeating, in conclusion, that trust funds are more than
financial mechanisms, and are generally appropriate when the issue to be addressed is
long-term in nature. Where threats to biodiversity are serious and immediate, and can be
effectively addressed by the rapid mobilization of relatively large amounts of funding,
traditional project funding may be more appropriate.

The recommendations arising from these findings and conclusions are
summarized in Box 1.
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Box 1: Recommendations

GEF FINANCING OF TRUST FUNDS

GEF should continue to finance conservation trust funds when the necessary circumstances are
met.

Four conditions are essential:

» The issue to be addressed requires a commitment of at least 10-15 years;

» There is active government support for a public-private sector mechanism outside direct
government control;

» A critical mass of people from diverse sectors of society can work together to achieve
biodiversity conservation and sustainable development; and

» There is a basic fabric of legal and financial practices and supporting institutions (including
banking, auditing and contracting) in which people have confidence.

The initial capitalization, together with other resources available on a recurrent basis, should
allow a meaningful program in the chosen area of focus, over a significant period, keeping
operating costs within a range of 20-25%. Trust funds should not be created without
commitments for this minimum amount of capital from the outset.

GEF support should be structured to provide incentives to encourage raising additional capital
and assistance in developing innovative capitalization approaches.

GEF and its implementing agencies should explore ways in which they could provide resources
to sustain partnerships with trust fund “graduates” beyond the supervision period.

DESIGN ISSUES

The concept of conservation trust funds as independent organizations that are more than
financial mechanisms should be reflected in staffing patterns, governance structures, recruitment
criteria for board members and staff, and technical support provided by outside donors and
partners.

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

GEF support for recurrent costs of protected areas through “parks” funds should include a
strategy for increasing other resources for these costs and seeking ways certain activities or
areas could become self-financed. Individual conservation, sustainable use, and education
projects supported by “grants” funds should have prospects for sustainability and/or achieving
their objectives in a reasonable period with no need for continuing funding.

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

GEF's implementing agencies should consider the impact on trust fund agility and
responsiveness, as well as operating costs, of prescribing complex procurement or administrative
procedures.

The GEF should continue to apply as standard practice for its capital contributions to trust funds
the successful asset management and asset manager selection model developed by the World
Bank.

GEF support for conservation trust funds, especially for the creation of new funds, should
encourage the development of partnerships with international NGOs with experience and
recognized abilities in this area, as well as the exchange of information among trust funds.




Box 1: Recommendations

GEF and its implementing agencies should provide increased support to help trust funds define
their intended impacts on biodiversity conservation and sustainable use and to develop
performance indicators and simple, useful monitoring and evaluation systems to measure
progress toward these objectives and feed back experience into program improvements and
management decisions.







|. INTRODUCTION AND BACKGROUND

1. Morethan thirty environment funds have
been created over the past decade. Seven
have received GEF support and assistance; 15
more are under design or active consideration.
Generally, these funds aim to provide along-
term source of funding for biodiversity
conservation and sustainable devel opment.
They are often seen as vehicles for bringing
many stakeholderstogether to prioritize
conservation actions that respond to local
needs. The Study of GEF’ s Overall
Performance and the Study of GEF Project
Lessons, both conducted in 1997 as part of the
Secretariat’ s monitoring and evaluation
program, recommended increased GEF
support for conservation trust funds.

2. Others have raised questions about GEF
financing of conservation trust funds.
Concernsinclude the extent to which trust
fund-supported activities meet GEF s criteria
on global environmental impacts and
incremental costs, the “opportunity cost” of
providing relatively large sums of GEF grants
to capitalize endowment funds, and how to
assure the performance of the fundsis
adequately monitored and evaluated. The
GEF Council in October 1996 requested the
Secretariat to prepare a paper examining
issuesrelated to trust funds and the experience
of World Bank-supported funds. This
evaluation was designed to inform that paper
and the further discussion on thistopic by the
Council at its October 1998 meeting.

3. Thisevaluation examined the experience
of 13 conservation trust funds, seven of which
received GEF support (in Bhutan, Brazil,
Mexico, Peru, South Africa, Uganda, and the
Eastern Carpathians region of Poland,
Slovakia and Ukraine). GEF projectsin
Bhutan and central Europe have recently been
completed, the projects in Uganda and Peru
are approximately at the mid-point of their
implementation, the project in Brazil has been
in operation for about two years, the Mexico
project has just begun (in January 1998) to

operate under arestructured design which
involves a trust fund, and GEF activities have
not yet begun in the Table Mountain Fund in
South Africa (approved in early 1998).
Except in South Africa, these projects are
from the GEF Pilot Phase. The other six
funds were selected to complement the
sample of GEF-supported funds with respect
to size, type of program, sources of financing,
and geographic distribution.

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

to what extent have the potential
advantages of environment trust funds
been redlized in practice, and have the
concerns expressed about them been
minimized or overcome?

what conditions are needed for
conservation trust funds to succeed
and what conditions are likely to
hinder success?

what evidenceis there to date of the
impact of these funds on conservation
and sustainable use of biological
diversity?

what lessons and good practices can
be identified from this experience that
could usefully be applied by other
current or future funds?

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

5. To hep answer these questions, the
evaluation team looked at the strategic and
national context within which conservation
trust funds operate, their governance and
management structures, how funds set their
program objectives and manage their



2 GEF Evaluation of Experience with Conservation Trust Funds

activities to achieve them, and their asset and
financial administration performance. The
team also looked at disbursements and visited
projects financed by trust funds. The
complete Terms of Reference for the
evaluation isincluded as Annex A to this
report.

6. Theevaluation was carried out under the
direction of the GEF Secretariat’s monitoring
and evaluation team. Scott E. Smith was the
team leader. The evaluation team included
three GEF staff from the two implementing
agencies that have supported conservation
trust funds—-Martin Krause and Kevin Hill
from UNDP and Kathleen Mikitin from the
World Bank, Walter Lusigi from the GEF
Secretariat biodiversity/international waters
team, and two outside consultants
independent of the GEF, Ruth Norrisand
John Pidemeer. In addition, areference
group was formed to provide guidance to the
evaluation team. 1ts 17 membersincluded
task managers and other implementing agency
staff who have experience with trust fund
projects, NGO representatives, current and
former officers of environment funds, a
member of the World Bank’s evaluation staff,
amember of the Convention on Biological
Diversity secretariat, and representatives of
other donorswith an interest in conservation
trust funds.

7. Theevauation team conducted
interviews with task managers and reviewed
documents (eval uations, supervision reports,
project implementation reviews, project
designs and related analyses, other articles
and reports) on projects which include GEF-
supported conservation trust funds. They also
reviewed reports from international and
regional fora on environment funds and other
documents relating to the experience with
GEF-supported and other environment funds,
and interviewed peopl e knowl edgeabl e about
this experience. Seven funds were visited in
SiX countries; Brazil, Jamaica, Mexico, Peru,
Slovakia (Eastern Carpathians) and Uganda.
Local consultants participated in thesefield

visitsin four countries: Lovelette Brooksin
Jamaica; Maria Allegretti in Brazil; Silvia
Charpentier in Peru; and MariaHajnalovain
Slovakia. Following the fieldwork, the team
met to synthesize its findings, discussed them
with the reference group, and prepared a draft
of the evaluation report. The draft report was
then reviewed with the GEF implementing
agencies and secretariat, the NGO
community, and others. Their input is
reflected in thisfinal report.

8. Chapter Il of thisreport provides an
overview of the 13 trust funds included in the
evaluation. (Summary descriptions of the
funds can be found in Annex C.) Chapterslli|
and IV present the findings and conclusions of
the evaluation team. Chapter V describesthe
implications of these findings and conclusions
for GEF and includes the team’s 13
recommendations.

9. A list of the many people contacted
during the evaluation is contained in Annex
B. The evaluation team recognizes the
valuable inputs made to this study by all of
these people, and wishes to warmly thank
them -— especially the extremely busy board
members, directors and staff of the seven
fundsvisited for giving of their timeto
contribute to our understanding and learning.

10. Itisour hopethat this evaluation report
will be but one step in a continuing process of
learning about and from conservation trust
funds and the contributions they are making to
the conservation and sustainabl e use of
biological diversity in their countries. This
report isonly one of a series of products
envisoned from this evaluation. We
encourage feedback from readers, your
suggestions on the kind of information and
communication media that would be most
helpful to you, and/or additional experience
you would like to pass on related to
conservation trust funds. Y ou can contact the
GEF Secretariat’ s monitoring and evaluation
team at geflessons@gefweb.org.
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scope, size, and purpose.

for conservation activities.

KEY POINTS

Generalizations about trust funds are difficult because the funds vary considerably in

It is, however, useful to divide the funds into two general categories: “parks” funds that
support protected areas, and “grants” funds that channel resources to target audiences
These two types differ in their relationships to national
conservation strategies; their governance structures; the importance of representative
involvement of stakeholders; grant management procedures, financial management
strategies, and the ways and ease with which they meet GEF criteria.

11. There are various types of environment
funds. Those supported by the GEF have
been set up astrust funds (in countries whose
legal systems are based on British or US
models) or (in mogt civil law countries) as
foundations. In ether case, these funds
legally set aside assets (e.g., GEF grants)
whose useis restricted to the specific
purposes set out in alegal trust instrument.
They can be structured financially in three
ways. When an endowment is created, the
financial assets of the fund are invested to
earn income and only that incomeis used to
finance agreed-upon activities. Sinking funds
are designed to disburse their entire principal
and investment income over a fixed period of
time, usually ardatively long period, eg., 15
years. Revolving funds provide for the
receipt of new resources on aregular basis for
example, proceeds of special taxes designated
to pay for conservation programs which can
replenish or augment the original capital of
the fund and provide a continuing source of
money for specific activities. Any
environment fund can combine these features
depending on its sources of capital.

12. The evaluation showed very clearly that
thereisno “typical” trust fund. The funds
structure, scope of activities, and procedures
vary according to the purpaoses for which they
were set up and the situation of the country
they serve. Some are national, some regional,
some dedicated to a particular biodiversity

resource. Only two of the funds studied are
actually national environmental funds (NEFs)
in the sense of having a mandate to support
the full range of activities, governmental and
non-governmental, included in national
conservation plans or strategies— although
many conservation trust funds have quite
broad mandates and the defining
characteristics that would qualify afund as an
NEF have not been agreed upon. Theteam
did not visit any environmental funds
covering both “brown” and “ green” agendas.

13. In describing the main features of the
funds studied, the team found it useful to
divide the funds into two groups, according to
the types of activities they support, since
severa of the findings and conclusions apply
particularly to one group or the other. “Parks’
funds support either national protected areas
systems, or a specific protected area or group
of protected areas. “ Grants’ funds channd
resources to target groups (typically NGOs
and community-based organizations) for a
broad range of conservation and sustainable
development projects, not limited to protected
areas.

14. There are several important waysin
which these two types of funds often differ.
Annex D analyzes them in more depth, but
generally they include:
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their role within a national biodiversity or

environment strategy;

governance: the extent of government
involvement and the importance of

representative involvement of
stakeholders;

grant management procedures for
activities financed;

the ways and ease with which funds meet

GEF criteria; and

financial issues such asthefund's
structure, life expectancy and resource
mohilization strategy.

15.

Box 2 shows the typology of the funds

studied -- at best an approximation, since
severa of the funds actually span the two
groupings -- together with information about
their founding dates and GEF funding. A
brief description of each of the funds studied
can befound in Annex C.

Box 2: Funds Included in the Evaluation

Fund Name, Country

Mexican Nature Conservation Fund
(FMCN)

Fund for Natural Areas Protected by the
State (FONANPE/PROFONANPE), Peru

Jamaica National Parks Trust (JNPT)

Mgahinga-Bwindi Impenetrable Forest
Conservation Trust (MBIFCT), Uganda

Foundation for Eastern Carpathian
Biodiversity Conservation (Poland,
Slovakia, Ukraine)

Protected Areas Conservation Trust, Belize
Table Mountain Fund, South Africa

Bhutan Trust Fund for Environmental
Conservation

Foundation for the Philippine Environment

National Environment Fund (FONAMA),
Bolivia

Environmental Foundation of Jamaica (EFJ)

Brazilian Biodiversity Fund (FUNBIO)

Conservation Trust of Guatemala (FCG)

Established

1994 (parks
fund 1997)

1992

1991

1995

1994

1995
1993

1991

1992

1990

1992

1995

1991

Type of Fund

Initially grants,
parks fund added

Parks

Parks

Parks (grants
window for buffer
Zones)

Parks

Parks
Parks

Primarily parks fund

Grants

Grants fund within
larger agency

Grants

Grants

Grants

GEF Funding Received

endowment ($16.5 million)

endowment ($5.2 million)

none

endowment ($4.3 million)

endowment ($300,000)

none
endowment ($5 million)

endowment ($10 million)

none

project

none
sinking fund ($10 million
disbursed; additional $10
million committed)

none




[1l. FINDINGS AND CONCLUSIONS

16. To addressthefive key questionsin its
terms of reference (see paragraph 4 above),
the evaluation team examined several aspects
of conservation trust fund performance.
Theseincluded the strategic and national
context in which funds operate, their
governance structures, program management,
financial and asset management, activities
financed, and their relationship to GEF

programs, implementing agencies, and
application of GEF criteria. Thissection
beginswith areview of trust fund
accomplishments overall, and then presents
findings and conclusions on each of these
topics. Lessons, best practices, and other
points of special interest are highlighted in
boxes.

ACCOMPLISHMENTS AND IMPACT TO DATE

KEY POINTS

Trust funds’ main accomplishments include:

» Supporting protected areas, including enabling the creation of new national parks,
expansion of existing areas, and providing a basic “resource security” for their
operations;

» generating and managing financial resources;

» encouraging the participation of civil society institutions in resource conservation;

» increasing scientific research applied to conservation issues; and

» increasing public awareness of conservation issues.

Uncertainty remains about trust funds’ long-term conservation impact. Successful
“parks” funds are catalytic in nature; successful “grants” funds have focused on program
niches. Trust funds generate relatively small amounts of resources relative to

conservation needs.

Biodiversity impact is closely correlated with effective demand for resources.

17. Conservation trust funds have recorded
impressive accomplishments during the first
2-3 years that most of them have been in
operation. At the sametime, their long term
success, and in particular their impact on
biodiversity conservation, is still not assured,
and several of the funds examined have
suffered setbacks and disappointments.

18.  Although conservation trust funds are
generally seen as vehicles for achieving
positive impact on biodiversity conservation
and sustainable use, the objectives described
in project documents for the first generation
of GEF-supported trust funds often lacked

specifics about conservation outcomes. Box
3 lists these objectives for the six GEF
projects for which there is significant
implementation experience. In each case, the
original project objectives focused, in one
form or another, on the establishment of the
trust fund mechanism itself. Referencesto
biodiversity impact arein most cases indirect.

19. Two of these projects, in Bhutan and
the Eastern Carpathians, are now compl eted.
In Bhutan, objectives have been formally
achieved as all key benchmarks were met.
Most of the activities supported by the fund
since its inception were those designed as part
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of the original project. There has been little
testing yet of the ability of thistrust fund to
serve as a grant mechanism to support
conservation field activities. Given the ability
of the fund to attract endowment capital from
avariety of sources and the attention that is
now being given to developing program
management procedures, the prospects for
achieving this appear promising, however. In
the Eastern Carpathians, project objectives
have been only partially achieved. Although
the mechanism itsalf has been established, the
fund’s extremely limited capital has not
allowed it to become operational in more than
the most basic sense. Thetrust fund has
recently decided to hire alimited staff and
make a major fundraising effort. If this effort
proves successful, prospects will improve.

20. Two other projects— in Uganda and Peru
— are basically at the midpoint of their
implementation period. The stated project
objective for the MBIFCT in Uganda appears
to have been achieved, at least to the extent
that grants to community groups and support
for park management and research have been
funded and the trust fund’ s capital has grown
substantially through reinvestment of interest
income. In Peru, PROFONANPE has been
extremely successful at serving asa
mechanism for debt swaps. With the benefit
of hindsight, the objective of strengthening
the capacity of the government Natural
Resources Institute (INRENA) through a
private trust fund appears to have been overly
ambitious, and is not likely to be achieved
under present circumstances. The viahility of
PROFONANPE as along term and
predictable source of financing the
management of priority protected areas has
been partially achieved, although limited by
itsinability to date to attract more endowment
capital, and by government domination of its
governing board and a difficult transition
between executive directors. However,
PROFONANPE now seems poised to move
forward effectively, with recent legidation
changing the composition of the government’s
representatives on the board and a new
director who is actively building bridges to
the private sector and seeking to diversify its
programs.

21. Theremaining GEF conservation trust
fund projects, FMCN/FANP in Mexico and
FUNBIO in Brazil, appear to be off to an
excedllent start after amajor restructuring
away from government execution to
implementation through the fund (Mexico) or
aprotracted design period (Brazil). Both of
these projects have more specific biodiversity
conservation objectives, and in this area there
has been |ess measurable progress to date.

22. Beyond their specific objectives, the
evaluation team noted a number of significant
accomplishments achieved by these GEF-
supported conservation trust funds and the
othersincluded in the study:

National, permanent civil society
ingtitutions focused on biodiversity have
been created and gained credibility,
bridging the public and private sectors
(most funds).

There has been broad participation of
stakeholdersin the design and operations
of trust funds, and they demonstrate
strong “ownership” of the funds (most
funds). However, continuing to get this
input on a systematic basiswill require
work.

A successful model for asset management
characterized by good returns on
investments, transparency and integrity is
used by most funds.

Very highly qualified people have been
attracted to lead trust funds (boards and
staff). The excellent reputations of board
members, from all sectors, have
strengthened a generally positive public
image of most trust funds.

Additional financial resources have been
directed to biodiversity conservation
activities. Funding has come from
contributions to endowment or sinking
funds (especially in Bhutan and Peru),
complementary project financing, and in
some cases through additional
government funding (Mexico).

New national parks have been created and
park systems expanded. Thereiability of
financing from trust funds has encouraged
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even budget-strapped governments to
authorize new protected areas (one new
park in Ukraine, creation/expansion of
park system in Jamaica).

A basic sense of “ resource security” has
begun to be felt by managersin some
important protected areas. Thisallows
them to focus on broader conservation
issues (and additional sources of support)
beyond just trying to meet basic staff and
operating costs. It also leads to greater
staff continuity, an important ingredient to
building relationships with stakeholders
essential to participative management.
(Mexico, Jamaica, Uganda).

Trust funds have established effective,
efficient and transparent mechanisms for
transferring resourcesto field activities,
and have encouraged new management
regimes (NGO partnerships) in protected
areas (Mexico, Bolivia, Jamaica, Belize).

Trust funds have hel ped government
agencies and NGOs improve their ability
to carry out field activities and get project
funding. (Mexico, Jamaica, Uganda).

Scientific work has been carried out,
including resource inventories, zoning
and mapping, that help measure changes
in biodiversity (Uganda, Brazil, Mexico,
Eastern Carpathians).

New NGOs have been established and the
roles of existing NGOs expanded. The
funding opportunities provided by the
Bhutan fund stimulated the creation and
expansion of that country’sfirst two
NGOs. ERJisthe main source of project
funding for most young environmental
NGOs in Jamaica.

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

23.

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

Environmental education activities have
been financed. In Jamaica, where
conservation awareness was low, this has
amost certainly had a cumulative positive
impact on community involvement as
reflected in the growing number of small
NGOs which now embrace environment
among their objectives.

In addition, the team observed a few

initial examples of how conservation trust
funds have had upstream impact on policy or
ingtitutional operations:

FMCN/FANP (Mexico) participatesin the
review of protected area annual operating
plans. Along with the Mexican park
service, it recelves and assessesfield
reports and makes recommendations for
improvements. It isusing itsfinancia
role to advocate for more participatory
park management. FMCN also helped
finance and participated in a process that
resulted in the identification of the
priority areas for biodiversity
conservation in Mexico. Fundsin
Guatemala and Bolivia have participated
in national biodiversity strategy
development.

Although FUNBIO in Brazil isa
relatively new ingtitution, some of its
ingtitutional procedures are already being
replicated. A government fund uses
elements of FUNBIO's grant review
process. NGO board members aretrying
to replicate the rigorous and efficient
system of operations established by the
FUNBIO board.
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Box 3: Objectives of GEF Conservation Trust Fund Projects
A. FUNDS INCLUDED AS COMPONENTS OF LARGER PROJECTS

BRAZILIAN BIODIVERSITY FUND (FUNBIO)

1. Provide long-term and sustainable support for conservation and sustainable use of
biological diversity in Brazil.

2. Support the establishment and development of a Brazilian Biodiversity Fund that
would administer a long-term grants program to promote conservation and
sustainable use of biodiversity.

FOUNDATION FOR EASTERN CARPATHIAN BIODIVERSITY CONSERVATION (POLAND,
SLOVAKIA, UKRAINE)

Establish a three-country mechanism through the development of an international trust
for biodiversity protection whose income would be used to protect the biodiversity of this
transboundary area.

B. “STAND-ALONE” FUNDS
BHUTAN TRUST FUND FOR ENVIRONMENTAL CONSERVATION

1. Assist government of Bhutan in conserving its forestry and preserving rich biological
diversity.

2. Test the feasibility of trust funds as a mechanism for providing long-term and
sustainable support for conservation of biological diversity

MEXICAN NATURE CONSERVATION FUND (FMCN)

1. Protect unique biodiversity in eligible biosphere and special biosphere reserves

2. Strengthen protected areas management at the reserve level

3. Promote local participation, including indigenous communities, in the implementation
of protected areas operating and management plans

4. Ensure long-term recurrent cost financing for core protection and conservation
activities

FUND FOR NATURAL AREAS PROTECTED BY THE STATE (FONANPE), Peru

1. Provide a long-term and predictable sources of funding for the protection of Peru’s
biodiversity through the establishment of a trust fund, the income of which would be
used for financing the management of priority protected areas

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

3. Provide the country with a reliable institutional mechanism to channel debt donations
for sustainable development and conservation through bilateral and commercial
debt-for-nature swap agreements

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

MGAHINGA-BWINDI IMPENETRABLE FOREST CONSERVATION TRUST (MBIFCT), UGANDA

Support biodiversity conservation in the BINP and MGNP both directly, by providing
incremental support for park management and related research activities, and indirectly,
by funding grants to help local community groups develop economic activities which will
provide alternative means of meeting needs which were traditionally met by harvesting
forest resources.
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24.  These accomplishments are reasonably
impressive, especially for new organizations.
But isthis enough? At what cost were they
achieved? Approximately $56 million has
been committed by the GEF to the six trust
funds with implementation experience,
athough $10 million of this amount (in
Brazil) has not yet been disbursed. That said,
at least thisamount is actually still available
in endowments or sinking funds in these six
ingtitutions from the GEF grants, as are
additional contributions (some $33 million to
those six funds) made by other donors.

25.  Comparisons of the success of
conservation trust funds with other GEF
projects were beyond the scope of this
evaluation. The cost-efficiency of donor
investments in conservation trust fundsis
particularly difficult to measure because the
stream of benefits from trust fund investments
goes on for long periods, or in the case of
endowments, potentially forever. However,
the evaluation team found that the sample of
GEF trugt funds projects has performed at
least aswell asthe overall GEF biodiversity
portfolio, as summarized in the 1997 Project
I mplementation Review.

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

27. In general, even the resources of well-
endowed conservation trust funds are small
relative to the broad challenges of biodiversity
conservation. “Parks’ funds typically do not
have enough resourcesto fully address the
management and conservation problems of
the protected areas on which they focus. The
nationa “parks’ funds examined are, at best,
ableto reach only a small portion of their
countries' protected areas with significant
biodiversity resources. And while ensuring
that abasic level of staff and operating costs
are provided annually is important, it is not
enough to guarantee long-term conservation.

28.  For “parks’ fundsto have significant
impact, their resources must be regarded as
catalytic, not just areliable, continuing source
of funding for recurrent costs. Their support
needs to be framed within the broader
management plans for the protected area or
system, and needs to actively seek to bring
other resources to bear on conservation
activities. Most of the “parks’ funds included
in the evaluation have not yet reached this
point. In fact some, such as PROFONANPE
in Peru, have been ddiberately discouraged
by the government from looking at how their
funding relates to and supports the broader
management and operating plans of the parks
it supports.

29. Thebiodiversity impact of “ grants’
funds appearsto be a function of the fund’s
focus on a specific set of problems or program
areas. All of the“ grants’ funds studied have
very modest resources compared to the huge
challenges that they might address. Most were
overwhelmed by responsesto initial requests
for proposals, and have gone through a
sequence of events leading to a greater focus
of their limited resources on one or more
program “ niches.” This process occurred
after four years of EFJ operations and one
funding cyclein Brazil, and began in the
second year of FMCN'’s grant program in
Mexico. Program focus has not yet occurred
in Bhutan and is sill quite broad in the
Philippines. As mentioned above, even

“ grants’ funds that have tightened program
focus still have not defined indicators for
conservation impact, although several are
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beginning to employ the logical framework
methodol ogy.

30. Theevauation also found that the
biodiversity impact of conservation trust
fundsis closely correlated with the effective
demand for resources. The operational
capacity of NGOs, businesses, academic and
government ingtitutionsis limited in all
countries studied. To achieve impact, most

“grants’ funds need to adopt (a) along-range
strategy of building the capacity of user
groups through small grants and technical
support; (b) amore immediate strategy of
providing fewer grants, to institutions already
relatively strong, or (c) a combination of the
two approaches. The long-term strategy
requires that institution-building activities
lead to a defined biodiversity impact.

B. CONSERVATION TRUST FUNDS ARE MORE THAN FINANCIAL MECHANISMS

KEY POINTS

Trust funds are not simply financial mechanisms, but must be viewed as institutions that
have several roles to play, in addition to channeling funds. These include roles as:

» key actors in the development of national conservation strategies;

» technical experts who can work with public and private agencies to develop agile and
effective management approaches; and

» in some countries, capacity-builders and nurturers of an emerging group of non-
governmental organizations becoming involved in biodiversity conservation.

To succeed, trust funds need more than financial management systems and skills. They
need governance structures, staff, and technical support to enable them to proactively
influence the environment in which they work, and to maintain transparency and support
for participatory approaches to conservation and sustainable development.

31. Conservation trust fundswereinitialy
established in the late 1980s when relatively
large amounts of money became available
through debt swaps. They were seen as
innovative financial mechanisms to absorb
these “lumps’ of capital, invest and manage
the resources wisaly, and disburse appropriate
amounts to cover recurrent costs of national
parks or small grantsto NGOs. Thedesign
focus was primarily on establishing the
necessary financial and legal mechanisms and
asset management systems, and ensuring
adeqguate flows of resources to cover
administration and program activities.

32. It wasgenerally assumed that other
issues were secondary or would need less
attention: (@) funds would follow national
strategic and policy directives, (b) necessary
governance structures could be established,

(c) effective demand for grants would exist
and grant-making procedures could be easily
established; and (d) highly skilled personnel
could be attracted to the board and staff of the
trust fund.

33. Theevauation team found that the
financial management aspects of GEF trust
funds have been ailmost universally
successful. Asset mangers are achieving
investment results above their benchmarks,
and revenues are being efficiently passed
along in small amounts. However, the
experience of the past decade has clearly
demonstrated that trust funds have also
needed to focus their attention on the other
ingredients noted above.

34. Nationa environment or biodiversity
strategies, or master protected area
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management plans, did not exisin many
countries (Mexico, Jamaica, Peru, Bolivia,
Brazil) and trust funds had to establish their
own strategic priorities and interact regularly
with government and other organizations to
help focus their programs.

35. Some of the boards established for the
early conservation trust funds were
constructed more to allocate resources among
various stakeholders than to govern
independent ingtitutions. As a consequence,
they did not have the membership needed for
this broader role. In all countries,
governments had little experience working
with independent institutions such as trust
funds. Most trust funds were governed by
representatives from several sectors of society
(the NGO community, the private business
sector, government and academia) in a
completely new arrangement. Governance
demanded a good deal of time and creativity
from all concerned parties: the board, the
executive secretariat, and the donors.

36. Many funds found that effective
demandfor their grants did not meet
expectations “Parks’ fundsinitially had to
work with government administrative
procedures that were not appropriate for field
activitiesinvolving alarge number of small,
difficult-to-invoice purchases. The number of
NGOs that could prepare and manage good
project proposals was limited (Jamaica,
Bhutan, Mexico), and trust funds often had to
provide or arrange for technical support to
potential grant recipients. Establishing
efficient grant application and review

procedures did not come easily. Several
funds (Jamaica, Brazil, Mexico, Uganda,
Philippines) wereinitially overwhelmed with
poorly written proposals. Transparent
procedures to review and approve grants were
not commonly available for smple replication
and needed to be established. An overlay of
donor requirements regarding procedures also
complicated the project selection process.

37. Many funds were not adequately
staffed to carry out their many functions.
Typical staffswerelargely administrative and
financial personnel. Most funds found they
also needed technical capacity to establish a
program strategy, direct project selection,
monitoring and evaluation, and have a voice
in national policy. Staff also needed
knowledge and skills related to working with
amultisectoral board, fundraising, and
communications.

38. In summary, trust funds set up
primarily as financial channelstended to be
inadequate to respond to the range of
challenges they encountered. Trust funds are
complex institutions that must carry out a
variety of functions simultaneously. They
must function as self-governing institutions,
as grant-making organizations, and as
participantsin the conservation policy arena.
In addition, conservation trust funds have
often had to strengthen the capacity of
recipient organizations. To succeed,
conservation trust funds need to be more than
just financial mechanisms.
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C.

GEF PROGRAM LINKAGES AND MEETING GEF CRITERIA

KEY POINTS

Most of the funds studied, and all of the GEF-supported funds, have focused their
programs to achieve global environmental benefits in the GEF’s biodiversity focal area.

All of the funds studied fit within GEF's operational programs, usually supporting
activities in several of the ecosystem types that define biodiversity operational programs
(forest ecosystems, mountain ecosystems, arid ecosystems, freshwater and marine
ecosystems).

All of the funds studied are country-driven, reflect broad public involvement and
participation, demonstrate innovation, and have leveraged additional resources for
global conservation.

Although the funds examined were largely Pilot Phase projects, their programs illustrate
ways that future funds can meet GEF’s incremental cost criteria: in the case of protected
areas, through up-front agreements on the percentage of support to be provided by the
government and by the fund, and in the case of grants to NGOs and community-based

organizations, through requirements for counterpart and matching contributions.

39. This section presents the findings and
conclusions of the evaluation team on three
areas related to GEF financing and support for
conservation trust funds: (a) how well trust
fundsfit with the special nature and criteria of
the GEF; (b) how trust funds relate to other
GEF-financed activities; and (c)
implementing agency oversight and
supervision of trust fund projects.

GEF CRITERIA

40. GEF has defined a number of specific
criteria which projects must meet to be
eligiblefor financing. GEF projects, by
definition, support the agreed incremental
costs of projects designed to have global
environmental benefitsin one of four focal
areas, in this case conservation and
sustainable use of biological diversity. GEF
has described ten operational programs
within which its projects must generally fit.
In addition, GEF emphasizesthat its projects
must be country-driven and reflect broad
public involvement and participation. Asa
new financial mechanism with limited
resources relative to the problemsiit addresses,
GEF places a premium on projects which are

innovative and ideally leverage substantial
additional resources for global environmental
objectives as a result of GEF support.

41. Of the 13 trust funds studied for this
evaluation, seven have received GEF support
(in Bhutan, Brazil, Eastern Carpathians,
Mexico, Peru, South Africa and Uganda).
Implementation of all of these projects
appears to be generally consistent with GEF' s
objectives and criteria. However, except in
South Africa, these projects were approved
during GEF s Pilot Phase, before the full
elaboration of operational programs and
current policies and procedures, especially
with respect to defining global environmental
benefits and incremental costs. Therefore, it
is not appropriate to evaluate them against
these standards. Neverthe ess,
implementation of these projects, and the
activities supported by them and other
conservation trust funds, provide insightsinto
how well GEF s current digibility criteria
might be applied to smilar funds in the future.

42. With respect to achieving global
environmental benefits, “ parks’ funds which
aim directly to support specific protected
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areas or protected area systems easily meet
this standard as long as the global significance
of biodiversity isa selection criterion for the
areas which the fund supports with GEF
resources. The GEF projects which capitalize
“parks’ funds--Eastern Carpathians, Mexico,
Peru, South Africa, Bhutan, Uganda--all meet
thistest. One potential issue with funds of
this type regards support for projects which
respond to community initiativesin and
around protected areas. Asthe team observed
in Uganda, community priorities are not
always clearly for those activities which
produce global environmental benefits
directly. Therefore, there may be some
tension in the short term between local and
global priorities when funds are responsive to
stakeholder input.

43. For * grants’ funds, meeting the global
benefits criterion is more challenging, and
requires that the types of activities for which
grants are made, or the geographic areasin
which they will be carried out, are determined
to be of global significance in terms of
biodiversity. Thisisclearly possible.
FUNBIO in Brazil, the only “ grants’ fund in
the current GEF portfolio of trust fund
projects, has defined five categories for its
grants, all of which are consistent with
prioritiesidentified in the Convention on
Biological Diversity, including sustainable
use and agrobiodiversity. In addition, FMCN
in Mexico, using non-GEF resources, operates
amajor grants program which isfocused on
areas determined to be of high priority for
biodiversity conservation. The Foundation
for the Philippine Environment al so focuses
grantsin priority conservation aress.

44. A smple, common-sense approach to
incremental costs can also be applied
relatively easily to activities supported by
“parks’ funds. Thiswould require that trust
fund contributions be additional to, and not
substitute for, resources that others (including
the government) have already been providing
for the management of globally significant
protected areas. That this can be doneis
demonstrated by experience in Mexico, where
the government is financing five core staff
and an increasing share of basic operating

costs of the ten protected areas receiving

assi stance from FMCN/FANP, supported by
GEF. Experienceto datein Peru and Uganda
isnot as clear, however. Thereissome
evidence that PROFONANPE resourcesin
Peru are financing activities previousy
supported by government and others in some
protected areas. In Uganda, resources
generated by MBIFCT are actually less than
the amount of visitor fees generated by the
two parks where its activities are focused. All
of these fees are treated as general revenue by
the parastatal wildlife agency. Only avery
limited amount finds its way back into
budgets for park management and
surrounding community development in
Mgahinga and Bwindi parks. Aswith the
global environmental benefits criterion,
incremental costs are likely to be more
difficult to define for activities supported by
“grants’ funds.

45. ldeally, these basic GEF criteriareating
to global significance of biodiversity and
assessment of incremental costs would be
satisfied in advance for the entire program of
activities to be financed by a GEF-supported
conservation trust fund as part of the project
design. The fund's operational manual
(which describes its objectives and the
eligibility and selection criteriafor activitiesit
supports) should reflect the focus on globally
significant biodiversity and projects in which
the GEF resources were matched by local or
national contributionsin cash or in kind. If
this could not be done, and if ether of these
tests would have to be applied for individual
fund-supported activities, then smple,
straightforward and understandable
procedures would be essential. Thetrust
fund would also require resources beyond
GEF contributions to finance complementary
and/or “basding’ activities not eigible for
GEF financing.

46. All of the conservation trust funds studied
are very much country-driven. The
governance structures of trust funds reinforce
country ownership in away that traditional
project implementation arrangements often do
not. Similarly, trust funds have generally
been very good vehicles for advocating for
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greater stakeholder involvement and
participation. In two Latin American
countries where the GEF has supported
“parks’ funds, these funds have been effective
in encouraging government agenciesto
consult more actively and widely with
community groups and otherswith a stakein
the management of protected aresas, often in
the face of government reluctance. Whilein
both cases improvements are till possible,
sgnificant if gradual progressisbeing made
and, in the process, government attitudes
more generally may be changing.

47. While some of the conservation trust
funds studied have a focus on one or a few
specific protected areas that would fit one of
GEF sfour biodiversity operational
programs, most support activitiesin many
ecosystems. Examplesinclude several
“parks’ funds that support park systems
whose individual protected areasinclude
mountain, forest, and wetland ecosystems,
and “ grants’ fundsthat have chosen thematic
niches such as agro-biodiversity or medicinal
plants, that encompass many ecosystems.
Therefore, strict application of a policy that
GEF projects must fit only one operational
program, rather than the entire biodiversity
operational strategy, would distort the
country-driven project selection process and
add another layer to already complex program
administration, and therefore not be
appropriate for trust fund projects.

48. The evaluation found that conservation
trust funds are mechanisms that are
potentially innovative and flexible, ableto
respond to local conditions with agility.
However, as noted in the program
management section (I11. F), in practice much
of this potential is not yet being redlized, as
trust funds struggle under the burden of
complex administrative and accounting
procedures, some of them imposed by the
GEF implementing agencies and other donors.
The funds studied for this evaluation,
particularly in Bhutan, Peru and Uganda, have
done very wdll at attracting additional funding
for biodiversity conservation as a direct result
of GEF support, even if much of it has not
goneinto permanent endowments. In fact, the

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

LINKAGES TO OTHER GEF ACTIVITIES

49. Most GEF conservation trust fund
projects to date have been implemented
through the World Bank, although UNDP
played an important role in the design of the
Bhutan trust fund; a UNDP project helped
establish another conservation trust fund, and
UNDP has several new trust fund projects
under design. UNDP' s GEF Coordination
Unit was instrumental in forming the
Interagency Planning Group on
Environmental Fundsin 1993 and has
provided |eadership and services to this group
sincethat time. The PG isa broad-based
group representing multilaterals, bilaterals,
foundations, and NGOs which (a) promotes
communication among environmental funds
and donors and (b) sponsors capacity-building
activitiesfor funds. GEF resources from both
UNDP and the World Bank have supported
IPG activities.

50. In general, GEF-supported conservation
trust funds appear to have only limited
linkages to other GEF programs or enabling
activitiesin their countries. Sometimes they
are the only regular GEF biodiversity project
in implementation. Knowledge of the funds
by GEF national focal pointsand in-country
UNDP offices varies considerably. In one
Latin American country, UNDP has recently
had a number of productive contacts with the
GEF-supported fund, while in ancther the
local UNDP office seemed basically
unacquainted with the fund even though it
was considering new GEF projectsin the
same area in which the fund was working. In
Poland and Ukraine, the Eastern Carpathians
fund was basically ignored by the GEF
implementing agencies from hirth.

51. An exception to this general pictureisa
frequent linkage observed between trust funds
and the GEF Small Grants Programme. In at
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least four of the funds studied--in Mexico,
Belize, Guatemala and the Philippines--there
are on-going relationships. They include
SGP-funded activities carried out in
conjunction with protected area management
activities supported by the trust fund, and
coordinated support and/or co-financing to
community organizations and NGOs from
both SGP and the fund. Thereisaformal
agreement between the Foundation for the
Philippine Environment and the Small Grants
Programme whereby the SGP screens and
selects projects for FPE funding. PACT in
Belize and MBIFCT in Uganda are
represented on SGP national steering
committees. Conservation trust funds are also
increasingly involved in discussions with
organizations interested in submitting
medium-sized grant proposals for GEF
consideration. These proposals often
complement fund-supported activities.

IMPLEMENTING AGENCY OVERSIGHT AND
SUPERVISION

52. The approach of the implementing agency
to monitoring, overseeing and supervising
conservation trust funds has a significant
effect on afund’s success. Task managers
cannot be expected to be trust fund specialists.
Furthermore, trust fund projects are complex
and involve many different dements, and no
one task manager islikely to be able to
backstop them adequately alone. Therefore,
those who bring in specialized expertise in
supervision in a context of mutual
commitment by the fund and the donor to
build expertise and find solutions have been
more successful. Supervision which the fund
finds facilitative and supportive of the
achievement of program objectives, which
helps the fund operate flexibly but responsibly
as an independent organization, and which
reinforces the leadership and accountahility

role of its governing body, brings positive
results. Examples of this approach are
illustrated in Box 4 below. Indeed,
“supervision” missons have sometimes been
aprimary source of guidance on important
issues confronting a fund, such as asset
management or fundraising. On the other
hand, an approach in which task managers
involve themselves in the detail s of
accounting, compliance with implementing
agency procurement procedures, and routine
reporting--which was also reported to the
evaluation team in some cases--has been less
productive.

53. The evaluation team concluded that, in
most cases, if trust funds are given adequate
organizational support, a supervision period
of five yearsislikely to be enough to assure
that a functioning governance system isin
place, that several grant cycles have been
completed, and that the fund is able to
continue to manage its program and finances
adequately on its own. Devoting more
explicit attention and resources to ingtitutional
strengthening of GEF-supported funds than
has been provided to date would increase the
chances that this supervision period would be
sufficient.

54. Several of the funds visited expressed a
desire to maintain a continuing partnership
relation with the implementing agency beyond
the “official” supervision period, focused on
sharing of experience and lessons learned.
There would also be value for the GEF in
establishing an ongoing monitoring
relationship with conservation trust funds,
since the time required to document
biodiversity conservation impacts generally
exceeds the normal supervision period.
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Box 4: Best Practices in Implementing Agency Oversight and
Supervision

The tasks involved in managing a trust fund are varied and complex, and usually at
least some are outside the scope of the task manager’'s own expertise. Several World
Bank task managers have responded to this challenge by using the supervision
process to bring in experts from a variety of disciplines to assist the trust fund.
Examples:

Luis Constantino, task manager for the Mexico Natural Protected Areas Fund,
included consultants experienced in fundraising and ecotourism in the first
supervision mission, and experts on mining and fisheries for the second mission.
These consultants helped the fund analyze the potential costs, benefits, feasibility,
and probable outcomes of activities under consideration. In some cases, they
suggested modifications to projects or different types of projects better suited to
achieve similar objectives. The fund considered their reports and briefings very
valuable to its decision making process.

Agi Kiss, task manager for the Mgahinga-Bwindi Impenetrable Forest
Conservation Trust in Uganda, brought in a financial management expert from
WWF-US who had been involved in the design of the Bhutan fund, to assist
MBIFCT develop its asset management guidelines and supervision procedures.
The same expert joined the midterm review team, and during the review,
presented a workshop on asset management for members of the MBIFCT board.

D. STRATEGIC AND NATIONAL CONTEXT

KEY POINTS

The driving forces for setting up trust funds have included national governments, local
conservation leaders, international conservation NGOs, and donors. Success in
involving the business sector has been modest.

Trust funds are generally consistent with national environmental plans and strategies or,
when no strategy exists, with the Biodiversity Convention. They vary in the degree of
direct linkage.

Some trust funds have contributed significantly to the development of national
conservation policies and strategies.

Trust funds’ overall contribution to biodiversity funding in their country or region is
generally small in relation to the need, but targeted to priority areas or problems.
Financial leveraging opportunities have rarely been fully realized.
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DRIVING FORCES

55. Theinternational conservation
community, particularly NGOs, have been
strong advocates of trust funds. But national
governments, local conservation leaders, and
donors have also proposed and helped set up
trust funds. In Bhutan, a government official
initiated the idea of afund (using the

Philippines asamodd), and quickly received
support from aleading NGO and UNDP. The
Balivian government invited an international
NGO to assist in establishing afund. In
Brazil, the availability of GEF funds
encouraged government and the national
NGO community to work together to establish
afund. Donors have played akey rolein
ensuring that trust funds received initial
capital through direct provision of resources
(GEF, severa European donors, USAID) and
by negotiating national government
contributions linked to debt reduction (US
Treasury Department, GTZ). Local NGO and
government officials, aswell as business
leaders, participate in trust funds as board
members. In some countries (Jamaica, Brazil,
Mexico), representatives of the academic
community are also included.

56. The key supporters of “parks’ funds
include government and NGOs closely
involved in eements of the protected area
system (e.g., park management, programsin
buffer zones). Thecritics of “parks’ funds
tend to be NGOs and other groups associated
with protected areas not benefiting. An
example isthe Jamaica National Parks Trust,
whose only NGO board members represent
organi zations managing two existing national
parks. Several NGOs with plans to manage
new national parks hope to establish new,
park-specific trust funds rather than be
minority members of the INPT board.

57. The main supporters of “ grants’ funds are
the potential users. Often a“ grants’ fund is
the only flexible source of funds accessible to
local and national NGOs, over which they can
exert policy and management influence. The
team observed two cases in which
government views a“ grants’ fund as “the

NGO fund” and tends not to play an active
role. Critics also include NGOs not benefiting
from the fund, and environmentalists who
would prefer to see resources concentrated to
achieve impact on a priority problem.

58. The business sector has played an active
role in many trust funds, mostly in
governance and as a source of expertise for
financial management. Most funds have had
no trouble in recruiting business leaders and
representatives of business organizations
(Chamber of Commerce, national business
council, tourism industry association) to their
boards. These representatives have played
effective leadership roles on board investment
committees. Except in Guatemala, they have
been less effective in establishing fundraising
strategies and in raising funds among their
colleagues.

59. In two cases, this basi ¢ business sector
role was amplified. In Belize, the tourism
industry association was an initial supporter
of establishing a new trust fund and currently
serves on the board, although there was a
period when its support was withdrawn over
the issue of the level of the tourist tax.
FUNBIO was established in Brazil with an
explicit objective of encouraging participation
of the business sector in biodiversity
conservation. Four board seats (of 18) are set
aside for business representatives. The board
chairman is a highly respected banker. The
first call for proposals encouraged projects
which demonstrated a partnership between the
business sector and government, an NGO, or
an academic ingtitution. Much of the business
sector (including larger enterprises which
FUNBIO hopesto target) has, however, found
FUNBIO grantstoo small and the FUNBIO
bureaucracy too heavy to warrant their
interest. FUNBIO is now designing a new
partnership program to attract this target

group.

60. Trust funds proposed in several countries
in the late 1980s were seen primarily as
financial mechanisms to channel proceeds
from innovative fundraising strategies such as
debt-for-nature swapsinto protected areas. In
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the period leading up to the UN Conference
on Environment and Devel opment, trust funds
were proposed as means to provide resources
for the implementation of national
environmental plansand Agenda 21. Most of
the conservation trust funds reviewed in the
evaluation were established asintegral parts
of broader strategies. Examples of these
linkages include:

The Bhutan fund is virtually synonymous
with that country’s national
environmental strategy, having financed
many of the key components.

FONAMA (Bolivia) provided both
intellectual leadership and financial
support to a consultative process for a
national environmental strategy —
although the strategy was not adopted by
the government succeeding the one that
created the fund.

Jamaica’ s national parks trust fund was
designed as an e ement of a broad USAID
project that supported a national protected
aress strategy and strengthening the
conservation NGO community.

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

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

61. There are some differences between
“parks’ fundsand “ grants’ fundsin linkages
to national strategies. Since the government
owns the land where * parks’ funds operate, it
isessential that the fund work cooperatively
with government and support a national
strategy when it exists. Advantages include
increased legitimacy, complementary funding
from government budgets, and sometimes
support in fundraising. Working within such a
national strategy also provides opportunities

for trust funds to have upstream impact. In
Mexico, for example, FMCN participatesin
the review of protected area annual operating
plans, and has worked with the park agency to
develop a more participatory mode of park
management, adopted in the entire national
system.

62. Experiencein Peru demonstrates,
however, that “ parks’ fund operations can be
affected adversely by government officials
unwilling to allow the fund to play a
meaningful role in broader management
issues, and by the absence of a strategic
framework for protected area management.
The Eastern Carpathians fund has al so been
disadvantaged by the failure of one of the
three governments to participate actively.

63. “ Grants’ funds aretypically less directly
tied to national strategies. However, some
“grants’ fundsfind it beneficial to focus on
one or more elements of a national strategy, as
they define “ niches’ in which they can
maximize impact. In Mexico, a government-
led prioritization process, which FMCN
helped finance, has enabled the fund to focus
its grants on priority areas for biodiversity
conservation. In Brazil, FUNBIO hopesto
take the lead in linking the business sector to a
new national biodiversity strategy. In Jamaica,
EFJ plans to concentrate its environment
resources on conservation “ hot spots.”

64. The“ grants’ funds studied include high-
ranking government officials on their boards
and generally, the activities they support fall
within the range of whatever national strategy
has been adopted. However, most national
strategies are quite broadly written; a
conservation trust fund with a coherent
strategy outside such objectives would be
difficult to imagine.

FINANCIAL CONTRIBUTION TO
BIODIVERSITY CONSERVATION

65. Most trust funds were established with the
intention to leverage additional funds for
conservation. In most countries studied,
NGOs and businesses had no access to
national sources of grants for environmental
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activities prior to establishment of atrust
fund. So, for private sector conservation
activities, trust funds represent a significant
new source of funding, at alevel that almost
certainly exceeds $10 million per year on a
global basis.

66. Most initial “parks’ fund designs
anticipated that the funds would eventually
raise enough capital to assurethe basic
financial viability of a national park system or
selected key components. The design process
in many cases provided an opportunity for a
full discussion of the issue of financial
sustainahility for protected areas and
sustainable devel opment priorities --
including issues such as capturing user fees
for management activities; revisionsin tax
policiesto allow for the collection of special
taxes and to provide incentives for personal
and corporate contributions to nonprofit
conservation organizations, government
support to fundraising efforts, particularly by
facilitating support from international donors,
and policiesfor “ graduating” certain areas
from full trust fund support to a mix of fees,
appropriations, and other sources. With the
exception of Mexico, these kinds of far-
reaching discussions wererardly held.

However, in two cases (Bhutan and Brazil),
GEF contributions were set up to encourage
the establishment of enabling policies or the
generation of additional funding, by
disbursing in tranches, with the second
dishursement dependent upon the
achievement of benchmarks.

67. To date, the GEF has committed $61
million to conservation trust funds (and
disbursed $46 million to the six with
operating experience). These six established
funds have raised or secured commitments for
an additional $33 million that flows through
the trust fund budget. Most trust fund-
supported projects a'so include a cash or in-
kind contribution from the recipient. Some
trust funds, notably the Foundation for the
Philippine Environment, have formed
partnerships with other funding organizations
in an effort to increase the flow of funding to
conservation. The team was not ableto
document the specific total amounts of
additional funding leveraged by these means,
but estimates that trust fund disbursementsin
total areincreased in value by at least 50
percent by other contributions.

Box 5: Summary of Additional Funds Raised

Country GEF $ Other $ (sources)

Jamaica JNPT 0 $437,000 (USAID, debt swaps).

Jamaica EFJ 0 $9.2 million (US Enterprise for the Americas)

Belize PACT 0 $500,000/year (tourist tax)

Eastern Carpathians $300,000 $300,000 (MacArthur Foundation)

Uganda MBIFCT $4.3 million $4 million (USAID, Dutch bilateral)

Peru PROFONANPE $5.2 million $17 million (debt reductions and direct
bilateral assistance; $500,00 in
endowment capital from Canada, Finland,
Netherlands)

Brazil FUNBIO $10 million disbursed | FUNBIO must raise $5 million to “trigger”

$10 million more second tranche
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committed

Mexico $16.5 million FMCN has committed to raise $5 million
for endowment; park funding requires
government to expend certain basic
amounts to qualify for trust fund funding

Bhutan $10 million $11.4 million

South Africa $5 million none to date (just starting)

TOTAL $61.3 million $52.5 million

68. Government contributions to grants funds
have been provided in different forms.
Mexico agreed during preparation of the
origina FMCN project to provide $10 million
to the fund over a period of years, with $1
million given the first year. Belize allocates
funds from itstourist tax to PACT. Other
governments have not contributed funding
except through payments linked to debt
reduction agreements, which channel an
obligation that the government formerly owed
to abank or foreign government to the
conservation fund.

69. Therecord is mixed on whether
government contributions to biodiversity
conservation and protected areas systems have
increased or decreased since the establishment
of funds. In most countries, governments
provide some budget resources to national
parks. In Mexico the government shares
financing of the operating costs of 10 parks
with the trust fund based on aformula
established during project design, assuring
that the basdline does not diminish. The Peru
fund finances some budget items previoudy
paid by government, while the government
has increased spending on other park-related
costs. In Jamaica, the trust fund has financed
most costs for the country’sfirst two parks.
The government has not met its commitment
to provide annual contributionsto the
endowment, but it has provided some
operating costs of two parks. In Uganda,
biodiversity funding has recently increased,
but mostly due to the large number of GEF
and other external donor projects.

RELATIONSHIPSWITH OTHER FUNDS

70. Themagjority of GEF trust funds have
been “ stand-alon€” projects. Exceptions are
(a) Brazil, wherethe trust fund is one of two
components; and (b) the Eastern Carpathians,
where al three countries had larger
biodiversity projects (the trust fund was
administratively a component of the Slovakia
project). Inthelatter case, the trust fund was
designed with clear linkages to other GEF
activities. The GEF Slovak Republic
Biodiversity Project finances management
activities in the Slovak portion of the
Biosphere Reserve, and the project
coordinator served as president of the trust
fund. The Ukraine project also supportsthe
Ukrainian portion of the reserve.

71.  In most countries, the GEF-supported
trust fund isthe only fund of its nature. In
Peru and Uganda, there are government
National Environment Funds that exist on
paper, but do not have capital. In Mexico and
Brazil, anational biodiversity council
manages a small, non-endowed grant fund.
CONABIO in Mexico finances biodiversity
research and pilot projects. In Brazil,
PROBIO’s GEF-supported small grants fund
may also finance biodiversity pilot projects. In
theory, both of these funds could finance
some of the same activities as the trust funds.
In practice, demand far exceeds supply, and
informal coordination between the funds has
avoided any competition or confusion. In
Brazil, several government-managed project
funds provide grants to state and local entities,
including NGOs and community-based
organizations, but they do not invest and
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manage capital as endowment or sinking
funds.

72.  Another example of cooperation
between two funds is the Foundation for the
Philippine Environment and the Foundation

for Sustainable Society's formal
memorandum of understanding encouraging
co-financing and information exchange.
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E.

THE GOVERNANCE OF CONSERVATION TRUST FUNDS

KEY POINTS

The majority of experience indicates that funds are appropriately set up as non-
governmental institutions with mixed public-private governing bodies, with non-
governmental representatives in the majority.

There are several advantages of larger over smaller boards, in particular, the ability to
establish working committees to deal with the diverse issues that funds must address:
financial management, fundraising, technical oversight, and others.

Governing boards whose members are elected in their personal capacity, as opposed
to formal representation of organizations, agencies or sectors, tend to develop a
stronger sense of “ownership” of the fund as an institution, and work more effectively to
implement the fund’'s mission. The more formally representative boards tend to see
their role in terms of allocating resources among their agencies and sectors. Few of
them do an adequate job of reporting to their constituencies and keeping them

involved.

73. Building a strong, influential, cohesive
board of directorsthat is representative of a
conservation trust fund' s diverse
constituencies, that can serve as an influential
voice for biodiversity conservation, and that
can provide strong, sound direction and
oversight for the fund is perhaps the single
most important element in atrust fund' slong-
term viability and success. For thisreason,
the evaluation team examined closely how
trust funds are governed, and how their
governing systems have worked in practice.

74.  Conservation trust funds are typicaly
governed by boards of directors or a group of
trustees, depending on their legal basis. Even
in the few that have general assemblies or
other broader bodies (e.g., Mexico,
Guatemala, Jamaica EFJ), the boards are the
principal decision-making bodies. These
boards vary in size, between relatively large
onesin Mexico, Brazil, and the Eastern
Carpathians (14-18 members) to smaller ones
(5-9 members) in Bhutan, Peru, Uganda,
Guatemala, Belize, South Africa and INPT
and ERJ.

75.  Whoisinvolved in the governance of
trust funds? Except for the funds in Bhutan
and Bolivia, which are government
organizations, the funds studied are private
ingtitutions and have governing bodies with
members from the public and private sectors.
Even the government funds have taken, or are
planning to take, stepsto bring non-
governmental groups into their governing
structures: FONAMA'’ s administrative
committees (which overseeits various
“windows’) include NGOs, and the Bhutan
fund board will include business and national
NGO members by 2001. Of the funds
evaluated, only FCG in Guatemala has no
government representatives on its governing
body (administrative committee).

76.  Government members of boards
represent specific positions, e.g., the minister
of environment, director of the protected areas
system. Even though they are private
organizations, two of the “parks’ funds
evaluated (Peru, Uganda) require that the
board president be one of the government
representatives, although the government does
not make up a majority of the board
membership. Government officials formally
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name all fund board membersin Belize, EFJ
and Peru. In Mexico and Brazil, however,
government representation is limited to one or
two members of relatively large boards. In
South Africa, the trustees of the Table
Mountain Fund include government
representatives although they servein their
individual capacity.

77. Non-governmental members sometimes
formally represent NGOs, business, academia
or other sectors (for examplein Peru, EFJ and
Uganda), and are often el ected by their
congtituency organizations. In other funds,
however, board members areindividuals
serving in a personal capacity, selected to
reflect the needs of the fund and the diversity
of its constituencies (e.g., Mexico, Brazil,
JNPT and the Eastern Carpathians). Mogt of
the funds studied also include at |east one
representative of a donor agency, although not
always with voting power.

78.  In addition to governing boards, the
team observed a variety of other mechanisms
used by conservation trust funds to involve
key actors and stakeholders. Board
committees that focus on specific aspects of a
fund’ s program or management often include
outside members. Several funds, including
thosein Mexico, Uganda and Brazil, involve a
number of people within the conservation
community in the review and evaluation of
grant proposals. The MBIFCT in Uganda
receives input from local steering and
advisory committees that include broad
representation of communities and academic
organizations with a stake in conservation and
protected area management. PROFONANPE
in Peru has atechnical committee which
makes input on its annual work plan. FMCN
in Mexico has an “international committee,”
which serves as a vehicle for exchange of
information between the fund and
international NGOs and donors, and a source
of support to the fund from these
organizations.

79. Theevauation team found that for a
conservation trust fund to realizeits potential,
it isimportant that its board seeitself asthe
directors of an independent organization with

ingtitutional objectives, not just a forum for
deciding how to divide the fund’ s resources.
The team concluded that boards made up of
individuals reflecting the needs of the fund
and the divergity of its congtituencies — but
serving with a primary obligation to the fund
itself, and not to the sectors they represent —
work better than boards whose members are
elected to formally represent the interests of
the sectors or constituencies that nominate
them. Thelatter can increase political
influences and decrease the board members
sense of ownership in the fund itself.

80. A key attribute for successful boardsis
the integrity of its members and the respect
within the community that comes from this.
The team also found that boards made up of
members drawn from diverse sectors (e.g.,
Mexico, Brazil) are able to cover within the
board membership a wider range of functions
than boards with limited sectoral expertise.
This diversity of membership is a key factor
in establishing effective specialized
committeesthat are linked directly to the
fund’s governing body. This has been
especially important in the area of financial
and administrative oversight. Some funds
havetried to put in place other mechanisms
(e.g., technical committees) to provide access
to a broader range of expertise. Whilethis
has been important in relieving pressures on
otherwise very busy board membersand in
expanding the pool of talent on which the
funds can draw, the absence of formal
linkages to the governing structure has
sometimes limited their effectiveness. The
active participation and leadership of
prominent business people who bring a
private-sector management perspective has
proven extremely important for the successful
operation of conservation trust funds.

81. Although trust funds are generally
private organizations, the government remains
asignificant actor in amost all of the funds
examined by theteam. This has been an
important way that trust funds have
maintained linkages to public policies and
programs. On the other hand, several funds
have been adversely affected by the nature of
government participation in their governing
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bodies. In Peru, afund originally intended to
support both government and NGO activities
related to protected area management has
been dominated by the government
membership on its board. Funding during
PROFONANPE’sfirst two years of operation
has gone almost entirely to activities carried
out by the government agency headed by its
board president. In some cases, government
representatives on trust fund boards have
shown little interest in the fund and their
responsibilities as board members, or have
changed frequently as different individuals
were assigned to the positions represented on
the board.

82. Theboards of several funds evaluated
include formal representatives of non-
governmental groups. Even wherethisis not
the case, at least the initial board membership
was selected as a result of broad consultative
processes with a large number of
stakeholders, often carried out across the
country or area of focus of the fund. Most
funds also reach out beyond their boards of
directors to include others in technical
committees or their project selection
processes. Nowhere did the evaluation team
observe, however, a governing structure of a
conservation trust fund explicitly functioning
asaforum for continuous discussion among
various stakeholder groups as a means of
creating better understanding around issues
related to biodiversity conservation and
sustainable use. Several of the funds give an
important emphasisin their programsto
education and awareness, and to involving
community and other groups in conservation
and management activities, but thereislittle
evidence of the funds governing bodies
themsalves playing this role in an active way.
In fact, in those cases where boards do operate
on arepresentative basis, in general more
attention by these board membersis needed to
providing feedback to, and receiving input
from, the constituencies they represent.

83. Because most of the funds studied are
dill relatively young, they have not yet
experienced tranditions in leadership. Based
on the experience of some other funds, this
would appear to be an area where continued

attention iswarranted. EFJin Jamaica and
MBIFCT in Uganda have new executive
directors, and their experience will provide
insight into how transitions affect
achievement of objectives, and interesting
lessons for other trust funds. Where
trangitions have occurred in board |eadership
or in the executive management of the funds
included in the evaluation, they appear to
have gone smoothly. The exception wasin
Peru, where a difficult transition between
executive directors set the fund back by at
least a year. PROFONANPE also facesa
major change in amost all of the members of
its board of directors this year.

84.  One particularly important factor
affecting the ability of boards to make smooth
transitionsis the planned frequency of
rotation of (non-governmental) members and
the ways new members are selected. Bringing
new people onto boards at regular intervalsis
an important way to build awareness of and
“ownership” in afund, aswell asto get fresh
perspectives and ideas into the leadership of
the organization. However, care needs to be
taken to provide continuity by staggering
terms. Based on the experience of the funds
examined by the evaluation team, it appears
that boards which themsealves nominate new
members based on the fund’ s needs and
criteriareflecting the diversity of their
constituencies are more able to weather
membership transitions than those whose
members are formally elected by specific
organizations or networks (and/or whose
boards include many government
representatives whose tenure is not
predictable). Funds that have various
committees with arole in governance issues
are often able to draw on these groups for
candidates for board membership, as
committee members who are not on the board
have an opportunity to develop relationships
with the trust fund and demongtrate what they
can contribute.

85. Donor agencies have generally played a
helpful and facilitating role when represented
on the boards of conservation trust funds.
However, it isimportant that donor
representatives have the fund’ s interest
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foremost in mind when serving as a board
member. The team observed a situation in
which a donor agency' s own interestsin
programs implemented through or associated
with the fund, and with beneficiaries of the
fund’ s programs, reportedly influenced its
representative to vote in a manner that was
not necessarily in the interests of the fund’s
long term mission and objectives. Periodic
rotation of donor representatives also would
appear to be agood idea, although to date this
has not occurred in the funds observed.
Finally, the extent to which donors exercise
control over key decisions about how afund’'s
resources are used affects the ability of boards
to become true |eadership bodies for their
organizations.

86. Theleadership and management skills
that boards and executive directors have
brought to conservation trust funds have
varied greatly. It probably goes without
saying, but the relationship between the board
and staff, especially the executive director, is
extremely important to the effective
functioning of atrust fund. Wherea
harmonious and synergigtic relationship has
been present, the fund has excelled; where it
has not, the fund has floundered. An
ingredient that is essential for this relationship
towork well isa clearly-articulated set of
responsibilities for each which reflectsa
balancing of the leadership and management
workload between the two. This does not
come easily, but it greatly helps define the
skills needed by both the board and the
executive leadership of thefund. In this
regard, the experience of the funds examined
for this evaluation indicates that management

skills are more important for fund executive
directors than technical background in
biodiversity conservation. That said, it has
proven to be very important for afund to have
technical people on its staff.

87. Thefundswith larger boards made up
of individuals (rather than eected
representatives) in countries with diverse and
robust economies, e.g., Mexico and Brazil,
have tended to have within their board
membership the skills and resources needed to
oversee the complex variety of fund activities
and governance responsihilities. Fundswith
smaller boards and in countries where thereis
less diversity of expertiseto call on have had
more difficulty in this area.

88. In severa of the funds studied (EFJ,
PROFONANPE, FONAMA'’s EAI fund)
boards have limited their focus to oversight of
the grant selection process, or in other
respects have not fully developed their policy
or strategic planning roles. Most of the
boards studied have yet to take, or were just
beginning to take, an activerolein
fundraising. Board development, focused on
building governing bodies that carry out the
full extent of their roles and responsibilities, is
a capacity-building need expressed by several
of the funds. However, there has been littlein
the way of training or technical assistance
provided to boards as part of GEF or other
support to conservation trust funds, even
though the explicit objectives of these projects
were often to support the establishment of the
fund. Thisisan areain need of more
attention in the future.
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F.

PROGRAM MANAGEMENT

KEY POINTS

It is easier for a “parks” fund than a “grants” fund to establish a strategic focus because
of the “parks” fund'’s direct link to selected protected areas and strategic planning for the
protected area system. However, “grants” funds have in several cases demonstrated an
ability to select program “niches” in which to focus for biodiversity impact.

Trust funds have made major achievements in establishing transparent selection
processes. Agile administrative procedures have been difficult to establish in several
cases, often due to donor requirements.

Trust funds have attracted highly qualified personnel but still require capacity-building
assistance to develop their potential as institutions.

Most funds have been able to keep operating costs in the 20-25 percent range.
However, there has been no clear, consistent guidance from the GEF on what is an
acceptable level and what costs are included in the calculation.

The overwhelming majority of the funds studied do not include analysis of biodiversity

impact in their monitoring and evaluation activities.

STRATEGIC Focus

89. Generdly, “ parks’ funds are better
equipped than “ grants’ fundsto target
program activities on biodiversity
conservation impacts, because they have a
pre-defined geographic focus and linksto
master plans for protected areas or protected
area systems. On the other hand, “ grants’
funds are more likely to finance innovation
and catalytic activities, and have the
advantage of reaching amore diverse
constituency of recipients. “ Grants’ funds
have in several cases demonstrated an ability
to select program “ niches’ in which to focus
for biodiversity impact. Mexico, Uganda, and
Brazil provide examples.

90. Factorsthat makeit difficult for funds
to proactively seek out activities that help
advance their biodiversity strategy include
weaknesses in national strategies that leave
the fund without clear guidance; under-
staffing due to limits on overhead costs,
resulting in lack of time to support the board
in strategic planning or spend timein the field
seeking out potential partners and projects,

reliance on alimited “universe” of capable
recipients that have their own priorities; and
the nature of their design (multi-stakehol der
participation in governance and selection
processes). Participative processes often set
the fund up for “ dividing the pie’ such that all
program stakeholders get a piece, with
consequent fragmentation of program
emphass.

ADMINISTRATION OF GRANT PROGRAMS

91. Trust funds have made major
achievements in establishing transparent
processes for developing program priorities
and selection of project activities. The
Mexican Nature Conservation Fund is an
outstanding example, and several others,
including funds in Uganda, Belize, Balivia,
Brazil, and Jamaica, have made substantial
strides in developing transparent processes,
surpassing the normal procedures of
government agencies and private
organizationsin their respective countries.
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Box 6: Creating a Strategic Focus for a Grant-Making Program

The Mexican Nature Conservation Fund has a broad mission — “to conserve the
biodiversity of Mexico and ensure the sustainable use of natural resources through the
promotion of strategic actions and medium to long-term financial support.” Civil society
organizations compete for grant awards on an annual basis, with a single call for
proposals issued each April. The evolution of this trust fund’s strategic focus through
three funding cycles provides an example of how a fund can refine its criteria and
procedures to give its program coherence and increase the chances of achieving
impact.

The first call for proposals (1996) brought in more than twice as many proposals from
research institutions as from NGOs and community groups, which FMCN wanted to
support. In part, this reflected ambiguous eligibility criteria and the fact that research
institutions had more access to the media used to announce the grants program. In
addition, proposals received from NGOs and community groups often fell short of
FMCN's standards. To change this balance, the second call focused on field-level
activities and looked for linkages to conservation priorities established in a national
process partially funded by FMCN and led by the National Council for Knowledge and
Use of Biodiversity (CONABIO). FMCN also funded organizations who could assist
NGOs and community organizations in the design and preparation of projects in priority
areas.

When the third call for proposals was issued in 1998, FMCN had increased the linkage
of its funding to the CONABIO process; had developed a strategic plan; had used
feedback from the first two cycles to refine both the call for proposals and the selection
process; was working on a logical framework for the grants program identifying
biodiversity conservation and institutional strengthening objectives and how to measure
results; and was coordinating with CONABIO and other organizations that finance
projects to avoid duplication of projects and share information about proposing
organizations.

92. In general, the more focused programs
have more efficient selection processes, while
broader-purpose funds that maintain “open
door” policiesto any qualified project
proposer often struggle to process large
numbers of applications. Several of the funds
visited were considering limits on the number
of new projectsto take on (i.e., focusing on
fewer, larger projects rather than many small
ones) due to limited staff for supervision and
monitoring.

93. Severd of the funds studied have
exceedingly burdensome and bureaucratic
administrative procedures, of a type more
suitable for large government agencies than
for the agile private ingtitutions funds were
envisioned to be. These procedures increase
administrative costs, aswd | as transaction
costs for potential recipients. In some cases

they are a barrier to access by potential
recipients. Sometimes extremely close
supervision and insistence on application of
World Bank procurement and disbursement
management policies may be necessary
because of the situation in the country, but in
some cases these procedures have been
adopted at the insistence of the donor when
national conditions did not seem to warrant
such action. Brazil isan example of afund
established in an existing ingtitution, where it
would have been appropriate for the
implementing agency (World Bank) to review
and certify that ingtitution’ s administrative,
financial management, grant management,
and procurement procedures, rather than
imposing its own. 1n some countries, rather
than establish grant-making procedures “de
novo,” trust funds have the opportunity to
adopt elements of small-grant making
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procedures successfully used by private
foundations and donors (e.g., Jamaica’' s Green

Fund and the Boticario Foundation in Brazil).

“Parks” fund

Box 7: The Grant-Making Cycle

Protected area staff prepare annual operating plans and budgets, involving
stakeholders in consultations.

Trust fund determines eligible activities and allocates resources according to
priorities for each protected areas (may be determined at design or by board in
ongoing oversight).

Disbursement schedule agreed; disbursements made according to schedule, with
receipt/review of financial and technical reports generally required before each
subsequent disbursement.

“Grants” fund

Board determines funding priorities and amount available for current cycle. Call for
proposals issued.

Concept papers or full proposals
recommendations made to board

If concept papers were reviewed/approved, proposing organizations prepare full
proposals, technical review and recommendations step repeated. Some funds
provide technical or financial assistance to organizations preparing full proposals
from approved concept papers.

Board approves projects. Grant agreements or contracts prepared; funding
disbursed according to schedule, with periodic review of financial and technical

reviewed by technical committee;

reports.

SKILLSAND TRAINING

94. Generally funds have been ableto recruit
locally for technically qualified professional
staff (although external assistance has been
important in some casesto help them develop
their roles asingtitutional leaders). Funds need
to strike an appropriate bal ance between
paying enough to attract good people and
creating conditions in which their own staff
exhibit dedication and commitment
commensurate with that of their grantees.
Thisisadifficult balance to strike, and a few
funds have experienced image problems when
grantees (financially struggling local
organizations) perceive that alarge share of
available funding is spent on the salaries of
capital-city staff.

95. The GEF has not systematically
provided training and capacity-building for
trust funds, and the hel pfulness of task
managers has varied. Uganda' s task

managers were, together with in-country
USAID staff, the primary source of technical
assstance, while in the Eastern Carpathians,
frequent turnover in project management and
lack of coordination among the three
GEF/World Bank projects meant that the
Foundation got little help or advice on its
management and development. The funds
visited expressed a strong desire for additional
training and networking to build their own
capacitiesin such areas as board devel opment,
fundraising, project appraisal, monitoring and
evaluation, and capacity-building among
grantees.

OPERATING COSTS

96. Most funds have been able to keep their
operating costs in the 20-25 percent range
(and some below 20 percent) but this has
come at some cost to the funds as institutions,
particularly in their ability to develop
technical expertise. The range among the
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funds studied was 10 percent (Jamaica
National Parks Trust, which pays an
administrative fee of 10 percent of trust
income to its home ingtitution, the Jamaica
Conservation and Development Trust) to
more than 30 percent (Uganda' s MBIFCT,
which operates essentially as an intermediary
NGO itsdf, providing extensive project
support to recipients; the Eastern Carpathians
Foundation, whose tiny endowment generates
only $30,000 in revenues per year; and
Bolivia sFONAMA, whose operating costs
were running at $850,000 per year in 1995).
In general, the smaller the endowment, the
more difficult it has been to stay within
operating cost ceilings.

97. Theanayss of operating costs was
complicated by the lack of clear, cons stent
guidance from the GEF on the issue.

Different “ceilings,” aswell as different
criteriafor setting those rates, have been
applied to different funds. In addition, the
definition of what is counted as administrative
or operating costs has varied.

98. Theevauation team applied the
following criteria:

Operating costs are the day-to-day “costs
of doing business’ for atrust fund. These
typically include the annual costs associated
with basic trust fund operations. staff
salaries, board meetings, office expenses,
equipment and maintenance, costs associated
with managing the endowment, and program
management (project selection, supervision,
and evaluation). Operating costs also include
the costs associated with afund’ sroleas an
ingtitution. These include participating in the
development of biodiversity strategies and
palicies, constituency building for
biodiversity conservation, coordination with
other funds and biodiversity projects,
dissemination of experience and lessons
learned, networking, and fundraising.

Institution building costs are generally
gtart-up costsincurred primarily in the fund's
first year or two, although training and
consultations may continue even as the fund
matures. These costs include training of the
trust fund’s own personne, development of an

operations manual and other key documents,
legal fees related to applications for tax
exemption, orientation for board members,
and similar activities.

Program support costs are the services
provided to build capacity of recipient
organizations, share technical expertise, and
support recipients and potential recipientsin
ways other than direct supervision. In some
cases, development of the absorptive capacity
of NGOs or other potential grant recipientsis
therole of ingtitutions other than the trust
fund (e.g., an umbrella NGO organization in
Jamaica). When atrust fund decidesto
provide support for increasing recipient
capacity, it typically does so either (a) through
project funding, making grants or entering
into contracts with organizations skilled in
that area (an approach used by FMCN in
Mexico) or (b) through direct technical
assistance (Uganda, Philippines) provided by
trust fund staff.

MONITORING AND EVALUATION

99. Trust funds generally carry out project
monitoring by reviewing periodic reports,
making field visits and, in some cases,
requiring approval of even minor changes
from original plans. Report requirements are
quite detailed and focus on tracking
expenditures and meseting target dates as set
out in proposals and project plans. Reporting
requirements generally are standard, whether
the recipient is a young, small organization
receiving $50,000, or an experienced
organization receiving a much larger grant.
Several representatives of seasoned
organizations interviewed by the team felt that
the administrative burden of trust fund
reporting requirements was excessive.

100. Few funds conduct technical
monitoring of activities or focus their
monitoring on outputs and overall objectives.
The ability of funds to visit project sitesisa
function of staff size and the number of
projects financed.

101. Comprehensive project evaluations are
rare. End-of-project reports are normally
prepared by the grantee. Of the trust funds
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studied, only FMCN (Mexico) uses alogical
framework to provide a consistent basis for
project appraisal, monitoring and evaluation.
The Bhutan fund established and met
benchmarks for establishing “the legal,
ingtitutional, and technical framework [for
conservation] and expanding implementation
capacity” in itsfirst five years of operation;
however, during these years, it was financing
adetailed program of activities spelled out at
design, rather than selecting projects and
activities proposed by government or private

organizations. FONAMA (Bolivia) designed
atechnical monitoring system, but it has not
functioned well. PROFONANPE (Peru)
contracted independent evaluations of three
NGO pilot projects funded by Germany, but
has no system for monitoring impactsin the
park system. Among the funds visited, only
FMCN had detailed plansto carry out impact
evaluation, building impact indicators into
both NGO projects and protected area activity
plans.

G.

ASSET AND FINANCIAL MANAGEMENT

KEY POINTS

Trust funds (including four of the six mature GEF-supported funds) have leveraged
substantial additional funding for conservation. However, there is little diversity in the
donor base and few contributions have been made as endowment capital.

Future fundraising prospects are mixed.

The GEF-supported funds have successfully applied an asset management and asset
manager selection model developed by the World Bank. All but one of the GEF-
supported funds have met investment return objectives through 1997. Professional
asset managers have performed as well or better than benchmark indices against
which funds monitor their performance.

Few funds have all the necessary financial expertise in-house and thus need (a)
financial expertise in addition to asset managers, and (b) technical assistance and
training to ensure that key staff and boards understand the principles guiding

investment strategies and make informed decisions.

FUNDRAISING AND GENERATION OF ASSETS

102. Four of the GEF-financed
conservation trust funds have raised
substantial financing from other sources (see
Box 5), but except in Bhutan, very little of
thisis endowment capital that will
contribute to their long-term sustainability
astrust funds. PROFONANPE (Peru), for
example, received $5.2 million from the
GEF and has raised an additional $17
million, primarily through debt reduction
agreements and direct bilateral assistance.
This funding would not have been available
for conservation if PROFONANPE had not
pioneered the debt swap mechanism for
conservation in Peru. However, less than

$500,000 of the additional funding
generated has been added to the endowment
(FONANPE). The remainder comprises
sinking funds with 6-10 year horizons.

103. The fund most successful to datein
raising endowment capital from sourcesin
addition to the GEF has been Bhutan, which
received $10 million from the GEF and
raised additional endowment capital of
$11.4 million from WWEF, Switzerland, the
Netherlands, Norway, Finland, and
Denmark. Although many factors were
involved in this fundraising success,
including the Royal Government of
Bhutan’sintegrity in managing thetrust, a
clear set of achievable conservation
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objectives, and existing links with
Scandinavian aid agencies, it was also useful
that the World Bank’ s grant agreement
established the GEF disbursementsin
tranches. Release of the first tranche was
conditioned upon, among other
considerations, securing $2 million in other
donor contributions. (The second payment
was conditioned upon meeting policy and
park establishment targets.)

104. Thereisnot much diversity in the
donor base. Half adozen bilateral donors
(US, Canada, Germany, Netherlands,
Switzerland, Finland) have provided funding
primarily through debt reduction
agreements, athough some have provided
direct donations. The John D. and Catherine
T. MacArthur Foundation has contributed
endowment capital to one fund and funding

to expand the project portfolio of several
others.

105. Futurefundraising prospects are
mixed. Few donors are willing to provide
endowment capital, although funds and their
donors hopethat if it is demongtrated that
funds are sound mechanisms for achieving
conservation, some donors who have
previousy adopted a* wait and see” attitude
may support endowments. Thereare
prospects for additional debt negotiationsin
some countries (particularly in the

As alPacific region) that could generate
endowment capital. The maost promising
aress at present are innovative local sources
such as tourist taxes and user fees, and
structuring non-endowment co-financing so
that it returnsinterest to the endowment (see
Box 8).

Box 8: Fundraising Innovations

The Protected Area Conservation Trust of Belize raises $500,000 per year through a
$3.75 tax on tourists entering the country by plane or cruise ship.

The Mgahinga-Bwindi Impenetrable Forest Trust of Uganda raised project funding from
bilateral donors to support its operations and grant portfolio during its first seven years, so
that income on the endowment capital provided by the GEF could be added to the
endowment rather than spent. The initial GEF endowment capital has grown from $4.3
million to $5.6 million (expected to reach $7.5 million by the time the bilateral funding
concludes).

The Foundation for Eastern Carpathian Biodiversity Conservation and the Foundation for
the Philippine Environment raised funds from the US-based John D. and Catherine T.
MacArthur Foundation to support operations during the start-up phase and to fund an
early tranche of projects, which enabled them to have a more diverse portfolio and build a
better track record early than they would have been able to accomplish living solely on
earnings from endowment.

PROFONANPE in Peru agreed with two of its donors to capitalize interest income from
debt swaps and traditional projects. In part to offset an unexpected devaluation applied
to a debt swap, Finland agreed to provide PROFONANPE a small grant contribution to its
endowment and to allocate all interest earned on the swap proceeds to the endowment.
Similarly, GTZ agreed to disburse up-front the entire amount of a 6-year project and to
invest it, in effect, as a sinking fund. PROFONANPE expects this will allow project
activities to be extended to 10 years and still leave substantial interest income for its
permanent endowment.

Funding innovations outside the group of funds examined but brought to the team’s
attention by reference group members and others included a new fund starting in
Ecuador that will conserve the watershed that supplies the capital city, using funds raised
from a fee added to water bills.




32 GEF Evaluation of Experience with Conservation Trust Funds

ANNUAL FLOW OF FUNDING GENERATED:
INVESTMENTS AND RETURNS

106. Generally, investment income of GEF
supported funds has been adequate to cover
administrative costs and initiate program
activities. Every GEF fund except the Eastern
Carpathians met its targeted annual total
return objectives through 1997. Part of the
non-GEF portion of the Mexico portfalio,
however, has been alow performer for several
years, and the (non-GEF) Jamaica funds, after
initially receiving high returns, are currently
suffering from the downturn in the Jamaican
economy and stock market. It isimportant to
bear in mind, in the analysis of two to five
years of returns, that the past three years have
been exceptional in terms of performance for
international financial markets and that US
inflation, an important factor in targeting
returns for GEF-supported funds, has been
very low. Investing substantial amountsin
emerging markets — a practice not usually
consistent with the conservative investment
principles of the World Bank moded -- isan
issue particularly for PROFONANPE (Peru),
both Jamai ca funds, and the Table Mountain
Fund (South Africa).*

107. Professional asset managers, drawnin
all GEF cases except Peru from major
international investment firms, have
performed aswell or better than the
benchmark indices against which funds
monitor their performance.

108. Early investment strategies (Bhutan,
Uganda, Peru) were designed in large part by
the assat management firms. The general

Y current volatility in international financia markets will
further test the validity of the conservative investment strategy
with active portfolio management approach adopted by many
of the GEF-supported funds. Under this approach, funds can
meet their program objectives by achieving a total return in the
8 percent range: asset manager performance is monitored
against a smulated low-risk portfolio, creating a strong
incentive for investment managers to promptly correct course
in light of the current situation. Funds' short term programs are
unlikely to be affected by the current volatility since the funds
(1) are not yet spending their endowment income and/or (2)
have accumulated reserves either because of slow spending
start-up or investment performance exceeding objectives
through early 1998.

indices (broad world or local indices) for
evaluating performance were usually chosen
by the asset manager. Initialy, reporting by
investment firms was selective and did not
always facilitate performance monitoring by
funds. Funds were often slow to respond to
advice from asset managers, generally
because they did not fully understand
investment performance and the value of asset
management services. Nevertheless, funds
were generally satisfied with the level of their
investment earnings.

109. There were several instances of
inappropriate initial investment strategies
(Bhutan, Eastern Carpathians, Philippines).
In some cases, overly conservative strategies
resulted in insufficient revenue to carry out
full program activities (Bhutan is the notable
example, although the Bhutan fund had an
adequate alternative source of funding to
carry out its programs during the period when
endowment income was low.) Other funds
did not diversify their portfolios, or exposed
their assetsto high risk, particularly by
concentrating investments in the fund's own
country or region (e.g., Latin America). It
was necessary for the World Bank to provide
considerable financial expertiseto Peru’s
PROFONANPE and its asset manager, in part
because the investment profession was newly
formed following privatization of the
Peruvian banking sector and because of the
higher risk inherent in emerging markets.

110. In 1996, areview? of funds’ investment
strategies and selection of asset managers
concluded that while fund investments had
achieved their target total return, and asset
managers had attained their contractual
performance indices, better performanceis
possible when (a) investment strategies are
explicit in setting goals appropriate to long-
term investors; (b) initial and annual cash
needs (net income) are rigoroudy determined;
(c) benchmarks or simulated portfolios with
market and asset class specific indices (rather
than a general world index) are used to
monitor performance; (d) asset manager

2 Financed by Canada through the Consultant Trust Fund
managed by the World Bank for the global environment.
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contracts and reporting address funds' specific
stuations and monitoring needs; and (€) target
performance is set above the benchmark
results. These principles of “active
management” were applied to the Brazil and
Mexico GEF portfolios with excellent results.
Those portfolios have outperformed their
benchmarks and market performance overall.

111. A lesson highlighted by the case of
Peru isthat investment strategies should be
revisited regularly, particularly in high-risk
markets, and action taken promptly by the
fund’ s board when conditions change. Peru’s
investment strategy, which placed hard
currency capital in an emerging market, was
considered during design to be lower risk than
the possible attachment of its capital by
creditors of the insolvent government. When
Peru came under the Brady Plan, risk factors
should have been revisited. PROFONANPE
hesitated to make changes (and the World
Bank did not emphasize the urgency of
revisiting the strategy in its supervision of the
project), due in part to continuing high local
market returns. This proved costly when the
Peruvian market suffered a downturn in 1997.
This has significantly lowered annual returns.
Liquidation to reinvest in lower risk financial
markets of OECD countries will lead to

| osses.

SELECTION OF ASSET MANAGERS

112. World Bank-supported funds investing
in major internationa financial markets
(Mexico, Bhutan, Uganda, Brazil) have
selected asset managers based on competitive
proposals sought from a nationality-
diversified list of internationally recognized
investment firms. Both industry standard and
the World Bank’s QCBS (Quality and Cost-
Based Selection) practices have been used
with equally satisfying results.

113. Fundsinvesting locally have used local
competitive searches (South Africa, Eastern
Carpathians, Peru). For local currency
endowments, in the absence of deep capital
markets and a fully functioning investment
profession in the home country, funds often
rely on banks (generally identified through

relations with board members) for advice and
tend to invest in short-term instruments such
astreasury bills (Guatemala). In the case of
Peru, a nascent private banking sector limited
the number of candidates for asset manager.
The three candidate banks/investment firms
were so dissmilar that there was no basis for
comparison.

TECHNICAL ASSISTANCE AND CAPACITY-
BUILDING

114. Bhutan, Brazil, Uganda, South Africa,
and Mexico all benefited from international
financial expertise to assist with preparation
of initial investment strategies and guidelines
aswdll as sdlection of an asset manager.
Assistance was provided to the Eastern
Carpathians Foundation by WWF and the
MacArthur Foundation but was limited to
selecting a bank to invest the foundation’s
capital. Given the small size of the capital,
the focus was on fee minimization rather than
a strategy to achieve atargeted return with an
acceptable level of risk.

115. Fundsin several cases have alimited
poal of in-country expertise upon which they
can draw to ensure a sophigticated level of
investment knowledge at the board, fund
director, or staff levels. Several funds have
had to rely on outside advice to monitor
investment and asset manager performance,
with little expertise of their own to evaluate
the advice or to analyze investment strategies
in the face of dynamic market situations.
Their ability to monitor effectively islimited
not only by their own expertise, but alsoin
several cases by less than full responsiveness
by asset managers. The World Bank provided
initial assistance with establishing guidelines
but made no provision to continue financial
counseling as part of fund operations. Mexico
and Brazil, however (the two funds able to
call on the most sophisticated pool of
knowledge from their board, staff, and
advisors), have engaged at their own expense
professional financial advisors to supplement
their in-house expertise.
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Box 9: Investments and Returns (GEF Funds Only)
Fund Target Return Markets Asset Manager Total Return
Location (1997 annual)
Bhutan US Inflation + 6% 80% US Netherlands/US 16.35%
20% Int'l
(non-emerging)
Peru Average dollarized 80% local Peru 9.2%
return over 3-year (Peru dollarized)
period: 5% above US | 20% US
inflation
Eastern 6.6% total return us Switzerland 5.43%
Carpathian
Brazil US Inflation + 6% 95% US UK 10.8%
5% Brazil**
Uganda US Inflation + 6% Int'l (non-US) UK/ 7.96%
us* Channel Islands
Mexico US Inflation + 6.5% us us 13.6%***

Note: US inflation for 1997 was about 2%

* Asof 1998, investmentsin the US markets were growing as a share of the total portfolio.
** FUNBIO' sinvestment guidelines permit up to 15 percent of assetsto be invested in Brazil.
*** GEF funds were first invested 8/97; returns shown through 6/98.

116. In the case of Mexico, the World Bank
provided technical assistanceto review
FMCN’ s investment management practices at
the time the Mexico Protected Areas Project
was restructured to operate through a fund.
FMCN, a fund whose board includes
considerable financial expertise, recognized
the value of professional counsd and hired a
financial advisor to help with the re-
structuring of its portfolios, guide investing of
USAID funds ($19.5 million), prepare
investment guidelines for the GEF capital
(%$26.5 million), monitor performance of
FMCN’ s three asset managers, keep its
investment strategy current, and assist with
debt swaps. This same approach could
provide a cost-effective solution for any fund
that cannot maintain the required level of
expertise on its board or staff. Normally, this
assistance should be considered a legitimate
cost of doing business, and operating cost

targets should not be so restrictive asto
precludeit.

117. Donor-provided technical assistanceto
prepare an investment strategy and select an
asset manager has generally provided little
lasting knowledge of asset management
within the fund, because it focused on the
process of preparing guidelines and selecting
an assat manager, and assumed all investment
needs would be met by the asset manager.
Client responsiveness of asset managers has
been less than expected and levels of
knowledge in funds very limited in general.
This pointsto a need in most funds for (a)
financial expertise in addition to asset
managers; and (b) financial training for key
staff and board membersto ensure they are
well informed in making decisons and
understand principles guiding their investment

strategy.
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RESPONSIBLE INVESTING

118. The evaluation team noted that many of
the funds analyzed areinterested in
“responsible’ or “ green” investing, but have
limited capacity to devel op such a strategy.
Thisisdueto several factors:

Thereislittle actual experience with this
concept, beyond in a few cases specifying to
the asset manager certain stocks or categories
of stocksin which they did not wish to invest
(logging, toxic wastes).

In the early years, most funds must
maximize income (for a given leve of risk) to
ensure operating funds, making restrictive
guidelines counter-productive.

Practical guiddinesfor establishing and
implementing a“responsible’ investment
strategy are not available. Principles and

implementation of responsible investing
practices have been noted as a priority for
capacity-building by national environmental
funds participating in Interagency Planning
Group workshopsin both Latin America and
As alPacific.

119. Bhutan and Mexico have specific
clausesin their investment guidelinesto
ensure their investment philosophy is
congstent with their ingtitutional mission.
Bhutan’s board is charged with developing
responsible investment guiddlines for use by
the asset manager. FMCN's guiddlines
minimize investments in companies with poor
social and environmental records and del egate
individual investing decisions to the
investment manager.
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V. CROSS-CUTTING CONCLUSIONS

A. ADVANTAGES AND CHALLENGES OF CONSERVATION TRUST FUNDS

120. Theterms of reference for the
evaluation listed a series of advantages and
drawbacks or challenges often attributed to
conservation trust funds. This section
presents the team’ s findings on each of those
hypotheses.

121. Of the frequently cited strengths and
advantages, the evaluation generally
confirmed that:

Funds can absorb major amounts of
funding and disburse it over time
consistent with the absor ptive capacity of
recipient organizations. In virtually all of
the “ grants’ funds studied, the ability to
time and size grants to meet — and build —
absorptive capacity of governmental and
non-governmental organizations was cited
as an advantage over traditional ways of
implementing projects.

Funds often have participatory structures
that involve a wide range of stakeholders—
e.g.., governing boards, technical
advisory committees, and/or project
selection committees that include
representatives from indigenous peoples
groups, community organizations, local
and national government agencies,
private businesses, the academic
community, and international donor or
NGO representatives. Even the
government or government-dominated
funds (Balivia, Bhutan, Peru) had
established some level of participatory
structure — technical advisory committees,
sub-account administrative councils,
requirements for participatory planning
processes by grantees. Uganda's
MBIFCT, the Environmental Foundation
of Jamaica, and the Mexican Nature
Conservation Fund are outstanding
examples of meaningful stakeholder
participation in decison making
Processes.

Funds can be politically independent of
particular administrations or parties, and
can provide continuity from one
government to another. Not all of the
countries studied had experienced a
change of administrations or parties. In
only one case — Balivia, a government
fund — was a turnover of government
disastrousto the fund’ s ability to continue
its programs, and in that case, the problem
is being addressed in part by setting up
the major grant-making account as a
separate, private foundation.

122. There waslimited evidence in support
of the following:

Funds can provide a stable, long-term
source of funding for biodiversity
conservation, not only to cover recurrent
costs, but also to smooth out year-to-year
fluctuationsin project funding. Thiscan
also provide a better basisfor long-term
planning and strategy implementation. In
general, the team concluded that it was
too early to tell whether this advantage
will be borne out over the long term,
although it appears to be the case for most
“parks’ funds. (Mexico and Bhutan, and
a probable outcome in Uganda and
Belize))

Funds are able to attract a diverse range
of national and international funding
sources. The funds studied tended to have
one to four sources of funding. A few —
notably Peru — had attracted non-
endowment funding from a variety of
sources (but largely a single mechanism,
i.e. debt reduction agreements). Thereare
examples of funds capturing funding from
innovative and national sources (notably
Belize) but none of afund fully tapping
the diverse range of sources theoretically
available, particularly for endowment

capital.
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Environment funds can operate quickly
and responsively to a variety of
organizations that have relatively limited
institutional capacity, avoiding much of
the bureaucracy of large donor or
financial agencies. Several funds have
highly bureaucratic administrative
procedures, often at the insistence of the
donor. However, there are also examples
of funds that have been highly responsive
to NGOs and local communities, in
particular, the Mgahinga-Bwindi
Impenetrable Forest Conservation Trust
and the Foundation for the Philippine
Environment.

Funds can provide a vehicle for
collaboration among government and
non-governmental organizationsin
defining funding priorities, and for
congtructive engagement with the private
commercial sector. Mexico, Brazil,
Guatemala, South Africa, and the Eastern
Carpathians are examples of funds that do
facilitate such collaboration and
congtructive engagement. The two
government funds and one government-
dominated fund studied did not achieve
thisresult.

123. Of the most frequently cited challenges
and potential drawbacks, the team found that

three are significant problems, at least in some
funds. Theseare:

Trust funds can tie up substantial amounts
of scarce resources for conservation and
devel opment to generate often modest
amounts of income, some of which, in
turn, is spent on administering the fund.

In applying this question to each of the
funds studied, the most common answer
was “ Yes, but...” (a) most funds have
invested their endowment capital wisdly
and have generated returns nearly
equivalent to the opportunity cost of
capital; (b) operating costs vary but are
probably not substantially greater than the
true administrative costs of project
management; and (c) tying up this capital
extends the benefit stream for many more
years than a project benefit stream.

The additional and steady flow of
resources from environment funds can
relieve pressure for continuing or
increased government or donor
expenditures on conservation and
sustainable devel opment, resulting in
decreased government or donor spending
and commitment in these areas. Thisisa
problem in the Jamaica National Parks
Trust, and potentially a problem in Peru.
Mexico provides a case study where the
trust fund has actually leveraged
increased government commitmentsto
protected areas. In Uganda, MBIFCT has
“picked up” some community
development projects that the government
had planned to support but dropped when
it reduced the amount of funds available
for community revenue sharing.

In the GEF context, it may be difficult in
practice to passon to individual activities
financed by trust funds GEF-specific
criteria such asincremental costs and
achieving global environmental benefits.
Asdiscussed in Chapter 111.C, “ parks’
funds have an easier time of meeting this
gtandard than “ grants’ funds. However,
al of the GEF-financed “ parks’ funds, as
well asthe Brazil “ grants’ fund, werein
fact focusing their programs on areas
identified by the Convention on
Biological Diversity as global priorities.

124. Challenges and drawbacks that have in

practice proved to be surmountable
include:

Funds require highly technical and
sophisticated management skillsto
safeguard the fund’ s capital, provide a
predictable income stream in sometimes
volatile economic environments, and
create a participative and transparent
governance structure involving multiple
stakeholders. There are two dimensions
to thisissue. On the one hand, the funds
studied have generally been able to recruit
nationally for staffs, boards, and advisory
committees with good technical
gualifications. On the other hand, funds
have needed technical and capacity-
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building assistance related to their
functioning as ingtitutions — governance,
fundraising, capacity-building for
recipients, and investment oversight. This
assi stance has been available to some
extent, but the demand till exceeds what
isavailable.

There can be enormous pressure to
disburse funds, particularly after lengthy
start-up phases, which can lead to an
erosion of capital assets and excessive
project-focus, financing a profusion of
activities without devel oping clear
dtrategies. There are no documented
cases of erosion of assets due to pressure
to disburse. However, the “ grants’ funds
in particular often struggle with a
profusion of proposed activities and
difficulty in developing clear strategies.
The Mexican Nature Conservation Fund
isan example of atrust fund addressing
the “profusion” problem by iteration of
increasingly strategic program priorities,
linked to conservation outcomes (see Box
6). Another exampleis the Foundation
for the Philippine Environment, which
concentrates a large percentage of its
activitiesin geographical areas selected
for their biodiversity importance in order
to maximize impact. Beliz€ s Protected
Areas Consarvation Trust isan example
of afund that has focused thematically, on
activities such as protected areas, eco-
cultural tourism, and archeological sites.

Funds can be overwhelmed with demands
for resources from a variety of sources
(often well beyond the environmental
groups originally involved), and with
efforts to effectively accommodate the
involvement of a large number of diverse
stakeholders. This, too, is more of a
problem for “ grants’ funds than for
“parks’ funds. Several fundsinitially
overwhelmed by demands have devel oped
effective measures to define a niche and
structure participation and selection
criteria. In addition to the examples
discussed in the preceding paragraph, the
Mgahinga-Bwindi Impenetrable Forest
Conservation Trust — which received

4,750 applicationsin responsetoitsfirst
call for community proposals, when it had
intended to fund 50 — demonstrated an
adaptive response. Thetrust fund's Local
Community Steering Committee, which
was charged with recommending to the
board which projectsto fund, responded
by deciding on a thematic focus for the
grant cycle, notifying proponents that
only those types of activities would be
considered in thefirst round, and
proceeding to short-list 150 for full
consideration. In the second round, the
committee has proposed setting up
screening processes at the parish level so
that local councils select three priority
community projects to submit.

Funds give direction and control of
potentially large sums of resources to
independent organizations (although
governments and donors may be
represented on their boards), and
activities financed can lack coordination
with national environment strategies and
priorities. Funds have generally done
well in managing large sums of money
with integrity and transparency. “Parks’
funds generally take direction from park
system master plans and protected area
unit plans. “ Grants’ fundsin two cases
(Guatemala and Bolivia) have been active
supporters of national environmental
strategies, providing both funding and
technical expertise. The fund's degree of
coordination with national environmental
strategies depends to a great extent on
whether a coherent national strategy
exigts, or whether there are competing
strategies and a broader lack of
coordination at the national level.
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B. CONDITIONS FOR SUCCESS

125. Taking al of the findings into account,
the evaluation team concluded that it is
possible to identify certain key factors
associated with trust fund success. Some of
these factors determine whether the
conservation objective is best addressed by a
trust fund or another approach. Some affect
the fund’ s prospects of becoming a viable
ingtitution. Whileit is not necessary for all the
conditions to be met, some “critical mass’
appearsto be a prerequisite for success, and
the absence of more than a few would greatly
increase the risk of delays, difficulties, and
failure to meet objectives. The “critical mass’
will vary according to the type, size, scope,
and abjectives of the fund in question.
However, when any of the key factorsis
missing or only partialy achieved, there are
risks that need to be clearly addressed in the
design process.

FACTORS IMPORTANT FOR ESTABLISHING A
TRUST FUND

a) Existence of avaluable, globally
significant biodiversity resource whose
conservation is politically, technically,
economically, and socially feasible. Absence
of major, urgent threats requiring mobilization
of large amounts of resources in a short time
period (i.e., the conservation action required is
long term and addressable with the flows a
trust fund could produce). The importance of
the resource on a global scale affects the

fund’ s ability to attract international

financing.

b) Government support of the concept of
a fund outside government control, that
bridges the public and private sectors. The
support should be active and broad-based,
from the President to regional and local
bodies, extending beyond environmental
ministries and departments to include
ministries of finance and planning. A
reasonable financial contribution from
government, if not directly to the fund, then to
co-financing of project activities. This
condition often takes along period of

advocacy during the design and start-up
phases.

C) A legal framework that permits
establishing atrust fund, foundation, or
smilar organization. Tax laws allowing such
afund to be tax exempt, and providing
incentives for donations from private
contributors.

d) A critical mass of people with a
common vision. People from NGOs, the
academic and private sector, and donor
agencies -- the environment community” --
who can work together despite their different
approaches to biodiversity conservation. The
support and involvement of business leaders
iscrucial to bring in private sector
management skills, especialy skillsin
financial management.

e A basic fabric of legal and financial
practices and supporting ingtitutions
(including banking, auditing and contracting)
in which people have confidence.

f) Mechanisms to involve a broad set of
stakeholders during the design process, and
willingness of stakeholdersto use these
mechanisms.

0) Availability of one or more mentors —
adonor agency with good program support, a
partnership with an international NGO,
“twinning” with another, more experienced
trust fund — who can provide both moral and
technical support to the fund during the start-
up and program implementation phases.

h) Realistic prospects for attracting a
level of capital adequate for the fund to
support a significant program while keeping
administrative costs to a reasonable
percentage. In most cases this means having
clear commitments from other donors beyond
the GEF, or debt swap mechanisms
established, before starting the fund.

i) An effective demand for the fund's
product, i.e. a client community interested in
and capable of carrying out biodiversity
conservation activities on the scale
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envisioned, and sufficient to achieve
significant impact.

FACTORS IMPORTANT FOR SUCCESSFUL
TRUST FUND OPERATIONS

) Clear and measurable goals and
objectives. A “ learning organization”
mentality and environment, oriented toward
results and achieving objectives, and
flexibility to make adjustments in objectives or
approach based on feedback and experience.
FMCN (Mexico) provides the best example of
the benefits of this approach. Theteam
concluded that most funds would have
benefited from more detailed attention to the
articulation of goals, objectives, and
indicators in operating manuals during design.

k) A governance structure with
appropriate checks and balances, conflict of
interest provisions, and succession
procedures. “ Ownership” of the fund by its
board and other governing bodies, indicated
by members’ commitment of time, engagement
in policy and leadership, and building support
of the fund with varied congtituencies. The
Foundation for the Philippine Environment,
FUNBIO (Brazil), FMCN (Mexico), and
PACT (Belize) provide the clearest evidence
of what can be achieved when this condition
is met, while PROFONANPE (Peru)
illustrates the difficulties that can arise when
itisnot.

)i Linkage between the trust fund and the
leadership of any national biodiversity
strategy or environmental action plan. Most
of the “parks’ funds organize and focus their
funding priorities through participation in or
guidance from planning processes of their
partner agencies. FMCN'’s ahility to focusits
“grants’ program through linkages with
national priority-setting processes best
illustrates the advantage of this factor.

m)  Ability to attract dedicated, competent
dtaff, particularly a strong executive director.
Harmonious and productive board-staff
relationships. The best examples of the
benefits of highly qualified, strong leadersin
the executive position working well with
diverse, supportive, influential boards are

FMCN (Mexico), FUNBIO (Brazil), and the
Foundation for the Philippine Environment.

n) Basic technical and other capabilities
that permit the fund to become a respected
and independent actor in the community.
Access to, and constructive use of, training,
mentoring, and technical assistance programs
to build capacity. The Mexico and Uganda
fundsillustrate this point. Boliviaalso
provides an object lesson: although
FONAMA's|oss of influence in 1993-95 was
primarily due to palitical changes, the fact
that those palitical changes also caused the
organization to lose its technical capacity was
what precipitated a crisis of donor confidence.

0) Constructive relationships with
relevant government agencies, with
intermediary organizations that provide
servicesto grantees, and with other
organizations in the community. The fund
should avoid becoming an executing agency
itself. MBIFCT s ability torely on CARE as
atechnical assistance provider to granteesin
Uganda has been essential to the community
grants program’s progress. FMCN (Mexico)
and the Foundation for the Philippine
Environment are examples of other trust funds
that have made it a priority to develop
partnerships and working relationships with
key organizations to extend their reach and
assure greater local acceptance of activities.

p) Financial/administrative discipline
combined with program flexibility and
transparency; and procedures that support
thisand are consistently applied. Most of the
funds studied exhibited this attribute to some
extent. Again, FMCN isthe best example of a
fund that sets a high standard of financial
discipline, while still maintaining the
flexibility to deal with extraordinary
circumstances -- both in adapting to the
circumstances of its grantees and in making
funds available to cover unforeseen but
crucial needs. MBIFCT in Ugandais another
good illustration.

o)) Mechanisms for continuing to involve a
wide range of stakeholdersin the fund's
programs and direction, with enough clear
vision and leadership to avoid being pulled in
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many directions and program fragmentation.
FMCN (Mexico) and MBIFCT (Uganda) are
examples of funds demonstrating this
attribute. Recently, FONAMA has provided
an example of the problems atrust fund that
does not pay attention to this priority can
encounter.

r Asset management competitively
selected; diversified portfolio of investments;

financial expert to provide regular reporting
and oversight/comparison to benchmarks. As
discussed in Chapter 111.G, most of the GEF-
supported trust funds have adopted this
modd.

S) A supportive, nurturing Implementing
Agency task manager, able to bring in the
resources and expertise needed. Thisis
discussed in Chapter 111.C.

C. DECIDING BETWEEN TRUST FUNDS OR TRADITIONAL PROJECTS

126. The GEF is sometimes faced with the
decision of whether to support a conservation
trust fund or to finance biodiversity activities
through amore traditional project mechanism.
Although this evaluation only studied GEF
(and other) projects which financed trust
funds and does not include a comparative
view of both funding modalities, a project
approach was serioudy considered during the
project design phasein Brazil and the GEF-
funded Mexico trust fund replaced an
ineffective traditional project. In addition, key
informants were asked to provide their
assessments of the advantages of both trust
funds and traditional projects. Our findings
suggest severa factors which should be
carefully considered when the GEF is
reviewing alternatives for financing
biodiversity conservation projects. These
factors are closely associated with the
conditions for success discussed in the
previous section.

127. A primary concern expressed by some
about trust fundsisthat they tie up substantial
amounts of scarce donor resources for
conservation and development in endowments
which generate only modest amounts of
income. From a purely financial perspective,
the primary question is whether trust funds are
the best use of capital, given its opportunity
cost. Several factorsinfluence the answer to
thisquestion. First, although it isvery

difficult to compare the benefits from trust
funds and those from projects, in theory trust
funds should generate more benefits, ceteris
paribus, because the benefit stream from an
investment in atrust fund is much longer than
from a 5-year project, and will potentially
continue forever if the endowment iswell
managed. Second, the costs of trust funds may
be higher than traditional projects over the
short-run (3-5 years). However, endowment
capital isinvested and generates revenues
which are equivalent to at least a portion of
the opportunity cost of capital. In 1997, for
example, three of the six GEF trust funds
generated endowment revenues larger than the
10 percent opportunity cost of capital
normally used in World Bank financial
analyses. While these gains from endowment
investment may not continue at Smilar levels
over thelife of the trust fund, they are usually
significant and must be considered in
comparative analyses.

128. Thisevaluation found that trust funds
can normally be administered with operating
costs between 20-25 percent of the annual
revenues generated from the endowment.
However, these costs are probably only
modestly greater than the real administrative
costs of traditional projectsif all costs are
included, and have the advantage of
generating much longer-term benefit streams.
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Box 10: Factors Influencing the Trust Fund/Project Choice
Trust Fund Project
Threat to Threat is long-term. Best addressed Immediate and strong. Best addressed
biodiversity over 10-15 year period over a 3-5 year time frame.

Funding needs

Problem best addressed through
modest amounts of funding provided
over many years in periodic

Funding needs are large and/or lumpy.
Level of activity can be sustained once
project funding ends in 3-5 years.

increments
Recipient Can only effectively manage modest Can efficiently manage and effectively
absorptive amounts in periodic increments with spend major infusion of funds over 3-5
capacity gradual increase over time years.

Common vision

Critical mass of people with common
vision for biodiversity objectives and
willingness to participate in trust fund
governance

Lack of common vision regarding trust
fund. Collaborative management of
biodiversity program less efficient than
management by a less complex institution.

Program Need to create more efficient funding Bureaucracy functions efficiently and does

efficiency and operational mechanisms in lieu of | not constrain achievement of biodiversity
existing bureaucracy. objectives

Enabling Legal basis and other conditions for Legal and other conditions for fund

conditions trust fund operations (e.g. incentives operation do not exist and are unlikely to

for fund raising) exist or can be quickly
established.

Basic fabric of legal and financial
practices allows for transparency.

be quickly established.

More direct donor supervision of resources
required to ensure appropriate use of
funds.

Collaboration

Desirable to create a vehicle for
government and non-government
(NGO, private sector) collaboration

Such opportunities for collaboration already
exist or are not appropriate.

Demand for NGOs and other user groups have 1) Effective grant-funding mechanism
“grants” fund capacity or can gradually build exists 2) NGOs and other user groups have
resources capacity to use annual funds very limited capacity to manage even small
generated from endowment. amounts of funding. Project to build
capacity may be prerequisite.

Demand for Framework of national parks system 1) Nascent national parks system.
“parks” fund established, some parks exist with 2) Recurrent costs assured by government
resources reasonable degree of government or other sources. Parks need capital

support

improvements.

129. Financial analysisisonly one factor
that should be considered in choosing whether
to finance atrust fund or atraditional project.
In many ways discussed in thisreport, trust
funds provide the opportunity to generate
long-term benefits which are more systemic
and sustainable than benefits from traditional

projects. For trust funds included in this study,
the decision to use atrust fund modality
focused heavily on non-financial factors.
Theseinclude (@) the time frame needed to
address threats to biodiversity (often long-
term); (b) the absorptive capacity of recipient
organizations (often limited); (c) the
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incentives to spend large amounts of money
quickly that are often associated with projects
and the frequent difficulty of sustaining this
level of expenditure following project
completion; (d) the value and need to provide
a venue for non-government entities such as
local NGOs and the business community to
work in harmony with government to address
biodiversity issues; and (e) whether using
private sector procedures, rather than
government procedures, will improve the
efficiency of conservation funding. The

additional benefits from trust funds clearly
must be weighed against the risks and costs
associated with establishing or expanding a
complex ingtitution. For the vast majority of
individualsinterviewed as part of this
evaluation — people involved directly with
trust funds and independent observers— the
trust fund experienceis assessed very
positively, and viewed as bringing many long-
term and systemic benefits that have not been
available from traditional projects.



V. IMPLICATIONS FOR GEF AND RECOMMENDATIONS

GEF FINANCING OF CONSERVATION
TRUST FUNDS

131. While most of the conservation trust
funds examined have had three years or less
of full program operation and several have
experienced setbacks and growing pains--
some of them serious--the basic conclusion
that emerges from this evaluation is that,
under certain circumstances, trust funds
have proven to be effective mechanisms for
support to activities designed to achieve
global environmental benefits.

132. Recommendation 1: GEF should
continue to finance conservation trust
funds when the necessary circumstances
are met. GEF is one of the few significant
sources of capital for conservation trust
fundstoday. Itsleadership in financing
funds has catalyzed substantial additional
resources--both financial and intellectual .
Trust funds, particularly those that focus on
protected areas, show great promise of
evening out the typical “boom-bust” cycle of
traditional projects and therelated perverse
incentives to spend large quantities of
money quickly. They are providing
resources through transparent, participative
processes to groups and for important
activities that have not previoudy had access
tofinancing. Trust funds supported by GEF
and others are making tangible progressin
increasing involvement of community
groups, NGOs, private businesses and others
in decison-making on conservation issuesin
which they have a stake. Some are
contributing to policy discussions on
conservation and sustainabl e use based on
their program experience. The prospects for
doing thisin other places beyond the
handful supported to date appear to be good.

CONDITIONS FOR GEF SUPPORT

133. Conservation trust funds are not
always the most appropriate response to the

issues of biodiversity conservation. In some
circumstances, amoretraditional project
approach may be appropriate. In Chapter
1V .B. above, the evaluation team outlined
the factorsit has found to be conducive for
conservation trust fundsto succeed. These
can be used as a checklist for project
designers or reviewers when new trust fund
projects are considered. Where a critical
mass of these factorsis not present, other
approaches which have a shorter-term
perspective and imply amore limited
commitment to a specific approach or
ingtitutional arrangement are indicated.

134. Recommendation 2: Theteam
believes that four conditions are essential
for the creation and/or capitalization of
conservation trust funds, and recommends
GEF support only when they are met:

The biodiversity conservation issue to be
addressed requires a long term
commitment--at least 10-15 years;

There is active government support--not
just agreement--for creating a mixed,
public-private sector mechanism that
will function beyond direct government
control;

Thereisa critical mass of people from
diverse sectors of society who can work
together despite their different
approaches to biodiversity conservation
and sustainable development; and

Thereisa basic fabric of legal and
financial practices and supporting
ingtitutions (including banking, auditing
and contracting) in which people have
confidence.

135. Recommendation 3: The concept of
conservation trust funds as independent
organizations that are more than financial
mechanisms should be reflected from the
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outset in staffing patterns, governance
structures, recruitment criteria for board
members and staff, and technical support
provided by outside donors and partners.
This evaluation has shown that conservation
trust funds are complex and demanding to
establish and sustain. The effort to create
and support them isjustified only if they are
viewed from the beginning as independent
ingtitutions that have along-term roleto
play. Although most trust funds supported
by GEF have been seen primarily as
financial mechanisms, the evaluation team
found that they are more than that. To
succeed, they need more than financial
management and accounting systems and
sKills. They need to be able to monitor the
performance of their programs; to feed back
experience into strategic plans, program
improvements and broader policy
discussions; and to work closaly with
recipients and other organizations to ensure
aquality portfolio that complements other
activitiesin their areas of focus. In short,
they need to proactively influence their
environment and adjust their programs to fit.

136. Recommendation 4. GEF projects
in support of trust funds should make
provision for training and technical
assistance, or assure that they are provided
by other partners. Trust funds need to give
more explicit attention than has been given
to dateto training and technical assistance to
help build the abilities they need to operate
effectively as independent, long-term
ingtitutions. This need not be through
separate grant funding; in fact, in at least
two cases observed during the evaluation,
this kind of assistance was effectively
provided as part of implementing agency
supervision missions.

FINANCIAL SUSTAINABILITY

137. This concept of conservation trust
funds has implications for the minimum
amount of resources needed for a fund to be
financially viable. The evaluation team
found that, in general, trust funds have so far
been unable to raise sizable additional

capital contributions beyond those provided

by the original donor. Most of the resources
they have been able to attract are for specific
project activities which, while consistent
with their objectives, often do not provide
them with the financial security or degree of
flexibility needed to achieve their long-term
organizational goals.

138. Onedimension of thisissueis
whether a permanent endowment is needed
to accomplish atrust fund’ s mission, or
whether a sinking fund (that could be
replenished at some future point based on
experience) is adequate for this purpose. In
general, the evaluation team concluded that
permanent endowments are more likely
warranted for “ parks’ funds, while a sinking
fund that disburses over 10-20 years may be
appropriate for “ grants’ funds. In looking at
thisissue, it isimportant to consider not
only large capital contributions from donor
organizations, but also government policies
enabling flows to the fund of locally-
generated resources (e.g., from tourist taxes,
park entrance feeds, concession fees or other
user charges), aswel astax lawsregarding
charitable giving by the private sector.

139. Recommendation 5: Theinitial
capitalization of a conservation trust fund,
together with other resources available on
arecurrent basis (e.g., proceeds from
tourist taxes or park entrance fees) should
be large enough to allow a meaningful
program in the fund's chosen area of
focus, over a significant period of time,
while keeping operating (non-program)
costs within a range of 20-25%. Trust
funds should not be created unless there
are tangible commitments for this
minimum amount of capital from the
outset.

140. Four variablesinteract to define the
minimum amount of capital needed:

the amount of money needed on an
annual basisto carry out a significant
program in whatever area the fund
focuses on;



46 GEF Evaluation of Experience with Conservation Trust Funds

the amount of other (non-endowment)
funding regularly available,

the expected return on investment, and
whether the fund can draw down the
capital to meet current expenses (snking
fund) or uses only returns (endowment);
and

the minimum level of operating costs
needed for the fund to function.

141. Recommendation 6: Beyond the
minimum amount, GEF support should be
structured to provide incentives to
encourage raising additional capital (e.g.,
through tranching or matching provisions)
and assistance in developing innovative
capitalization approaches. Ultimately, a
trust fund’ s best fundraising tool is arecord
of successwith itsinitial project cycles. In
some cases, the best strategy may be to
provide bridge financing or allow afirst
tranche of financing to be used as a sinking
fund, with endowment capital provided once
atrack-record is established.

142. Recommendation 7: GEF support
for recurrent costs of protected area
management through “ parks’ funds
should include a strategy for increasing the
provision of other resources for these costs
and for looking for ways certain activities
or areas could become self-financed.
Individual conservation, sustainable use,
and environmental education projects
supported by “ grants’ funds should have
prospects for their own sustainability
and/or achieving their objectivesin a
reasonable period of time with no need for
continuing funding. Egtablishing a
conservation trust fund that isitself
financially viable does not guarantee the
financial sustainability of the activitiesit
supports. Even if afund has an assured,
long-term source of funding, it isimportant
that itsresources be used in strategic and
catalytic ways, filling gaps and leveraging
other contributions through the choice of
activities it supports.

OPERATING PROCEDURES AND COSTS

143. Recommendation 8: GEF’s
implementing agencies should apply
clearer and more consistent guidance on
operating costs for the conservation trust
fundsit supports. Operating costs should
be defined as the “ cost of doing business,”
including board operations; maintenance of
an office and basic financial, accounting and
technical staff; program planning;
congtituency relations; fundraising; project
selection and supervision; and program
monitoring and evaluation. Program support
costs, such astechnical and capacity-
building assistance to grantees, should be
calculated in separate line items and
excluded from “ operating” costs. Normally,
the trust fund should seek to externalize
these program support costs by contracting
or providing grants to other organizations
who would provide the service, if such
organizations are available. Based on this
definition, a celling of 20-25% of net
revenues for operating costs appearsto be a
reasonable target for trust funds to meet.
Generally, funds with larger endowments
and/or program activities should be able to
operate at the lower end of thisrange, while
funds with smaller endowments and/or
programs may be at the high end. Projects
should include paralld financing (not drawn
from endowment earnings, but provided by
GEF or other donors) for initial institution-
building costs, including board
development, staff training, consultant
assstance, and design of monitoring and
evaluation systems.

144. Recommendation 9: GEF’s
implementing agencies should give greater
consideration to the impact on trust fund
agility and responsiveness, aswell ason
operating costs, of prescribing complex and
elaborate procurement or administrative
procedures. They should generally seek to
help develop, and then certify, a fund's
own procedures that are appropriate to the
environment in which it operates, rather
than impose the implementing agency’s
standard procedures, which were devel oped
for very different circumstances. Thisis
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especially true when atrust fund is created
within another, established organization.
Any specific criteriathat trust funds are
required to apply to determine the digibility
of specific projects or activities for GEF
financing (i.e., with respect to incremental
costs or global environmental benefits)
should specifically bear in mind their
implications on administrative costs and
fund responsiveness, and be as smple,
straightforward and understandable as
possible.

ASSET MANAGEMENT

145. Recommendation 10: The GEF
should continue to apply as standard
practice for its capital contributions to trust
funds the successful asset management and
asset manager selection model devel oped
by the World Bank. Thisincludes
development of investment guidelines that
reflect a conservative risk strategy and
portfolio diversification; competitive,
international selection of experienced,
professional asset managers; and regular,
active oversight of investment performance
compared to standard benchmarks by a
fund’ s board of directors, preferably with
the benefit of periodic, expert advice.

PARTNERSHIPS

146. Recommendation 11: GEF support
for conservation trust funds, especially for
the creation of new funds, should
encourage the development of partnerships
with international NGOs with experience
and recognized abilitiesin this area, as well
as the exchange of information among
trust funds. The evaluation demonstrated
the benefits to atrust fund of having
relationships with other funds, international
NGOs, and more than one donor agency.

147. Recommendation 12: In addition to
support provided through individual
projects to information exchange and
networking among conservation trust
funds, GEF and its implementing agencies
should explore ways in which they could
provide a small amount of resourcesto

permit their staff to sustain ongoing
partnerships with trust fund “ graduates’
beyond the normal supervision period. An
ongoing relationship between trust funds
and the GEF and its implementing agencies
beyond the normal 4-5 year period of
supervision would also be beneficial. This
would alow GEF and itsimplementing
agenciesto gain aricher knowledge of trust
fund experience and conditions for success,
to apply lessons |learned to future projects,
and to verify that trust funds are achieving
conservation impact and continue to support
GEF priority activities over the long run.

MONITORING BIODIVERSITY IMPACT

148. Recommendation 13: GEF and its
implementing agencies should provide
increased support to help trust funds define
their intended impacts on biodiversity
conservation and sustainable use and to
devel op performance indicators and simple,
useful monitoring and evaluation systems
to measure progress toward these objectives
and feed back experience into program
improvements and management decisions.
As part of this process, GEF should insist
that all current and future conservation
trust fund projects have fully developed
logical frameworks. At the sametime, GEF
could benefit from--and therefore should
actively seek out and apply--the experience
of sometrust funds, e.g., FMCN in Mexico,
in defining its own biodiversity program-
level performance indicators. Given the
generally nascent state of the art of
performance and results measurement for
biodiversity programs, thisisan ideal area
for partnership between the GEF and
conservation trust funds.
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ANNEXES

Annex A

TERMSOF REFERENCE
GEF EVALUATION OF EXPERIENCE WITH
CONSERVATION TRUST FUNDS

Background and Rationale

The FY 98 work program for the GEFSEC's monitoring and evaluation team includes an evaluation of
GEF s biodiversity activities. One specific set of biodiversity projects has received considerabl e attention within
the GEF, including in the Overall Performance study and the 1997 PIR. These are projects which have supported
and/or established conservation trust funds. An evaluation of GEF's experience to date with such funds would
be timely and would meet an expressed need of the Council, implementing agencies, and the NGO community
interested in the GEF-.

More than thirty environment funds have been created over the past decade, and twelve have received
GEF support. Generally, they aim to provide a long-term source of funding for biodiversity conservation and
sustainable development. They have often also served as vehicles for bringing multiple stakeholders together to
prioritize conservation actions that respond to community and other local needs. The Biodiversity Convention
and the NGO community have strongly endorsed this approach and encouraged GEF to expand its financing of
such funds. The Overall Performance Study also recommended increased GEF support for conservation trust
funds, and suggested that GEF' s comparative advantage might be in providing technical assistance and initial
seed capital to get funds started, while leveraging other resources for the funds' capital itsdlf.

Others have raised questions about the merits of this mechanism, however. Some Council members have
voiced concerns, in particular about the extent to which GEF' s digibility criteria related to global environmental
impacts are met for activities financed by environment funds, the “opportunity cost” of providing relatively large
sums of GEF grants to capitalize endowment funds, and how to assure the performance of the fundsis adequately
monitored and evaluated. The Council requested the secretariat to prepare a paper examining these and other
issues related to environment funds. That paper is now planned to be submitted to the Council at its meeting in
October 1998. This evaluation will make a direct input to this policy paper. It will aso contribute to the 1998
PIR and provide the basis for an issue of the GEF Lessons Notes series.

There are various types of environment funds. Those supported by the GEF have sometimes been set up
as trust funds (in countries whose legal systems are based on British or U.S. models) and sometimes (in most
civil law countries) as foundations. In either case, these funds legally set aside assets (e.g., GEF grants) whose
use is restricted to the specific purposes set out in a lega trust instrument.  (In the balance of these Terms of
Reference, both types of funds are referred to as “trust funds’.) They can be structured financially in three ways.
When an endowment is created, the financial assets of the fund are invested to earn income and only that income
is used to finance specifically agreed-upon activities. Sinking funds are designed to disburse their entire
principal and investment income for agreed-upon activities over a fixed period of time, although this could be a
relatively long period, i.e., 15 years. Revolving funds provide for the receipt of new resources on aregular basis-
-for example, proceeds of special taxes designated to pay for conservation programs--which can replenish or
augment the original capital of the fund and provide a continuing source of money for specific activities. Any
particular environment fund can combine these features depending on its source of capital.

Advantages and Potential Drawbacks of Trust Funds
Environment trust funds offer a number of potential strengths and advantages. Among them are:
Funds can provide a stable, long-term source of funding for biodiversity conservation, not only to cover
recurrent costs, but also to smooth out year-to-year fluctuations in project funding. This can also provide a

better basis for long-term planning and strategy implementation.

Funds are able to attract a diverse range of national and international funding sources.
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They can absorb major amounts of funding and disburse it over time consistent with the absorptive capacity
of recipient organizations.

Environment funds can operate quickly and responsively to a variety of organizations that have reatively
limited institutional capacity, avoiding much of the bureaucracy of large donor or financial agencies.

They can provide a vehicle for collaboration among government and non-governmental organizations in
defining funding priorities, and for constructive engagement with the private commercial sector.

Funds often have participatory structures that involve a wide range of stakeholders-- e.g., governing boards,
technical advisory committees, and/or project selection committees that include representatives from
indigenous peoples groups, community organizations, local and national government agencies, private
businesses, the academic community, and international donor or NGO representatives.

Funds can be palitically independent of particular administrations or parties, and can provide continuity
from one government to ancther.

On the other hand, creation and implementation of environment funds present a number of challenges
and potential drawbacks, including:

Trust funds can tie up substantial amounts of scarce resources for conservation and development to generate
often modest amounts of income, some of which, in turn, is spent on administering the fund.

They require highly technical and sophisticated management skills to safeguard the fund’s capital, provide a
predictable income stream in sometimes volatile economic environments, and create a participative and
trangparent governance structure involving multiple stakeholders.

The additional and steady flow of resources from environment funds can relieve pressure for continuing or
increased government or donor expenditures on conservation and sustainable development, resulting in
decreased government or donor spending and commitment in these aress.

There can be enormous pressure to disburse funds, particularly after lengthy start-up phases, which can lead
to an erosion of capital assets and excessive project-focus, financing a profusion of activities without
developing clear strategies.

Funds can be overwhelmed with demands for resources from a variety of sources (often well beyond the
environmental groups originally involved), and with efforts to effectively accommodate the involvement of
alarge number of diverse stakeholders.

Funds give direction and control of potentially large sum of resources to independent organizations
(although governments and donors may be represented on their boards), and activities financed can lack
coordination with national environment strategies and priorities.

In the GEF context, it may be difficult in practice to pass on to individual activities financed by trust funds
GEF-specific criteria such asincremental costs and achieving global environmental benefits.

I ssues that the Evaluation will Address

Annex 1 lists the environment funds that have received GEF support to date, those that are presently
being designed or under active consideration, and additional funds that may possibly be supported in the future.
The evaluation will examine the experience under these GEF projects--and sdlectively under environment funds
assisted by other donors--to determine;

(2) to what extent have the potential advantages of environment trust funds been realized in practice, and have
the concerns expressed about them been minimized or overcome?
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(2) what enabling conditions are needed for conservation trust funds to succeed and what conditions are likely to
hinder success?

(3) what evidence is there to date of the impact of these funds on conservation and sustainable use of biological
diversity?

(4) what lessons and good practices can be identified from this experience that could usefully be applied by other
current or future funds?

(5) what recommendations result from a review of thisfirst generation of trust funds for GEF policies that would
help guide future funding of and technical assistance to conservation trust funds?

Specific Scope of Work

Within the framework of the five questions listed above, the evaluation team will assess the following
specific issues:

|. FUND ADMINISTRATION AND ASSET/FINANCIAL MANAGEMENT

How much additional funding for conservation trust funds has been leveraged with GEF resources? From
what sources have these resources been provided? What are the prospects for further fund-raising in the
near future?

In practice, what has been the annual flow of funding for biodiversity conservation and sustainable use
activities generated by GEF-supported funds? Has there been a good match between projected resources
and those actually generated?

How has the trust funds capital been invested? How has the real return on the assets in these funds
compared to market averages and investments by similar organizations during the same period?

What skills and resources were required to manage the funds assets? Have the funds used professional
asset managers? If so, how were they selected and how has their performance been evaluated? Did fund
managers and board members have the skills and experience to deal adequately with assets management
issues? What training or other capacity building assistance was provided in this area (by GEF or others),
and what impact have they had?

How much is spent on administrative costs? Were ceilings on these costs respected in practice? What are
the components of the funds' costs?

Il. PROGRAM MANAGEMENT

Are the funds guided by a specific strategy for selecting the activities they will finance? Are their grant
programs targeted to have a particular impact on conservation and sustainable use of biodiversity? Has this
strategy given focus to the activities financed? Has it stood up to pressure from stakeholders to fund other
activities that are not within priority programmatic areas? To what extent do the funds proactively seek out
activities that help advance their biodiversity strategy? Based on experience to date, what impact does it
appear that the funds are having on biodiversity conservation and sustainable use?

What monitoring and evaluation systems are in place for activities financed by the funds? Have the funds
identified progress and performance indicators for individual activities and their overall programs? How are
they being used in practice?

What procedures arein place for selecting and administering the funds' grant programs? Are decisions about
sdection of individual activities made in a transparent and consistent manner? How are these procedures
regarded by fund managers, recipients and donors? How many administrative layers do proposals have to
pass through before they are approved? What authority do field staff have to make adjustments in projects
based on implementation experience?
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V.

V.

What procedures were implemented to assure that GEF criteria and CBD guidance, inter alia with respect to
incremental cost financing and selection of activities intended to produce global environmental benefits,
were passed on to activities financed by the funds? Were these procedures followed? Does the
implementation of these activitiesto date support the rationale for funding them with GEF resources?

What skills and resources were required to manage the funds programs? Were people available locally or
was it necessary to hire them from outside the country? What training or other capacity building assistance
was provided in this area (by GEF or others), and what impact have they had?

GOVERNANCE

Who is involved in the governance of the funds? What governance structures are in place and how well do
they function? How wide a range of stakeholders are involved in a meaningful way? Have the funds
governance structures led to a better understanding among all stakeholder groups, especially on issues
related to biodiversity conservation and sustainable use?

How independent are the governance structures of direction by any one set of stakeholders or interests? of
the professional management of the fund? of the political processesin the country? Do board members and
others involved in fund decisions (e.g., technical sdection committees for projects) represent their own
ingtitutions, sectors or interests, or do they act for the benefit of the community of stakeholders as a whole?

What provisions exist for the regular and orderly change of board members and professional fund managers?
Have funds experienced a transition in the members of their governing bodies? Have they experienced a
change in managerial leadership? How have these successions been handled? How have the organizations
fared asaresult of these successions?

What skills and resources were required to manage the participation of alarge number of stakeholder groups
in the funds governance structures? Do board and other members of governing bodies have the necessary
skills to carry out their roles? Do they devote the time necessary to perform their expected roles? What
training or other capacity building assistance was provided in this area (by GEF or others), and what impact
have they had?

STRATEGIC AND NATIONAL CONTEXT

Who are the driving forces for setting up the trust funds the GEF has supported? What linkages exist
between the funds and government and NGO activities, particularly those supported through GEF projects?

What contribution do GEF-supported funds make to overall funding for biodiversity activities in the
countries in which they are located? Are there other environment funds operating in the same country?
How istheir mission and program different from the GEF-supported fund?

To what extent are the funds program strategies based on national biodiversity action plans or related
strategies? How do national priorities influence the selection of sites and activities financed by the funds?
How do national governments view the funds?

To what extent have fund managers contributed to the development and/or monitoring of national
biodiversity strategies, and/or to other national fora in which biodiversity priorities are considered? What
influence have the funds had on national or local palicies, laws and ingtitutional constraints? Have the funds
served as an effective voice for biodiversity conservation and sustainable use within their countries?

Have resources allocated to biodiversity conservation and sustainable use activities by national governments
and/or others, in addition to those supported by the funds themselves, decreased or increased as a result of
the creation of the GEF-supported funds?

GEF' sRoLE

Based on the experience of the funds currently supported:
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What are the basic requirements and enabling environment needed for a conservation trust fund to be
established? What are the factors that influence the optimal size of a trust fund, and sequencing of support
toone?

Under what conditions should GEF consider assistance to new or existing conservation trust funds? What
niche can GEF best fill in supporting the creation and growth of conservation trust funds? What
implications does this have for the comparative advantages and roles of GEF s implementing agencies?

What kinds of activities and/or objectives are most suitable to be supported through conservation trust funds,
as distinguished from other general or multipurpose funds or direct funding of specific activities?

How have GEF-supported projects strengthened the organizational skills and capacity of assisted
conservation trust fundsto carry out their responsibilities?

What kinds of monitoring and evaluation systems are appropriate at the project/ implementing agency/GEF
leve for conservation trust funds? What are the long-term requirements for monitoring the performance of
conservation trust funds to determine their impact on biodiversity conservation and their management and
financial sustainability?

EVALUATION APPROACH

There is considerable experience and expertise within the GEF family on environment funds. For
example, an Interagency Planning Group (IPG) on Environmental Funds involving a wide range of donor
(including GEF) agency representatives, foundations, and NGOs is chaired by Jane Jacqz, a member of the
UNDP/GEF staff. The IPG has sponsored a number of global and regional fora that have brought together fund
managers, donors and NGOs to exchange experiences beginning in 1994. The World Bank published in 1995 a
paper on “Issues and Options in the Design of GEF Supported Trust Funds for Biodiversity Conservation”
prepared by Kathy Mikitin, a member of its ENVGC staff. A number of the international NGOs most actively
involved with the GEF--including The Nature Conservancy, World Wildlife Fund-US, and Conservation
International--have a high level of interest in and experience with environment funds.

Therefore, while the evaluation will be carried out under the direction of the GEFSEC M& E team, it will
involve the active participation of GEF saff from implementing agencies, the secretariat and the NGO
community. The approach to conducting the evaluation, and schedule for carrying it out, that will be followed is
described below:

The assessment team will be made up of seven people: Scott Smith, a member of the GEFSEC M&E team,
will serve as team leader, Kathy Mikitin from the World Bank’s GEF coordination unit, Martin Krause and
Kevin Hill from UNDP's GEF coordination unit, Walter Lusigi, a member of the biodiversity/international
waters team from the secretariat, and two outside consultants independent of the GEF.

A reference group will be created to provide guidance to the evaluation team. It will be made up of 15-20
people representing task managers with experience overseeing projects which include trust funds,
environment fund and biodiversity specialists in the implementing agencies and GEF secretariat, NGO
representatives, members of implementing agency evaluation staff, and representatives of other donors with
an interest in environment funds. In addition, current or former officers of environment funds that will not
be evaluated under the study will be included. The reference group will review the evaluation team's
implementation plan for the study, help identify and obtain materials for the evaluation team, facilitate
arrangements for project visits by the team, and review and provide additional input on drafts of the team’'s
reports. The group will not meet physically with any frequency, but will perform its functions by individual
conversations with the team, tel ephone conference, electronic mail, or other forms of correspondence.

In addition to the core team members, local consultants will be hired in countries to be visited as part of the
evaluation to help prepare for the fidd visits and participate actively in them. These consultants will be
employed through UNDP, with funding from the M& E budget for the evaluation.

METHODOLOGY

The evaluation will be conducted in three steps:
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First, the team will conduct interviews with task managers and review documents (e.g., evaluations,
supervision reports, project implementation reviews, project designs and related analyses, other articles or
reports) on projects which include GEF-supported conservation trust funds. They will also review reports
from international and regional fora on environment funds and other documents relating to the experience
with GEF-supported and other environment funds (including funds in the Philippines, Jamaica, and Belize),
as well as interview others knowledgeable about this experience. On the basis of this desk review and
interviews, the team will prepare a progress report identifying the team’s preliminary findings and the key
issues on which therest of the study (especially the field visits) will concentrate. The team will also prepare
interview guides to be used in all of the field visits in order to assure that comparable information is
collected systematically in all of the trips.

Second, the team will visit 5-6 funds supported by GEF and, ideally, 1-2 others. Teams of two members
will travel to two countries each for approximately three weeks. Each trip will include a major field visit
from 10-12 daysin duration to a GEF-supported fund, and involve visits to subproject sites. In each of these
countries, team members will be joined by alocal consultant. Each trip will also include another country
where the team will make a shorter visit (3-5 days), primarily limited to visiting the funds headquarters.
These shorter trips will seek to complement and/or update material available from project evaluations and
other reports, and will include at least one country with environment funds not supported by the GEF.

The GEF has made substantial investments in trust fund equity in five countries to date: Bhutan, Brazil,
Mexico, Peru, and Uganda. The GEF project in Bhutan has just been completed and a final evaluation and
completion report has been prepared. It islikely that the evaluation team can benefit from a current assessment
of the project without a field visit. The trust fund in Mexico just began operating with GEF funds in January
1998. Therefore, the countries tentatively sel ected to be the major field visits are Brazil, Peru and Uganda.

Of the other funds supported by the GEF, no contributions were made to equity in Balivia or the Seychelles.
GEF projects supporting the Central American Fund (FOCADES) and trust funds in Malawi, Mongalia, and
South Africa have not yet begun implementation. Thus, minor field visits are tentatively planned to Mexico and
the Eastern Carpathian funds, as well as to two funds in Jamaica which have not received GEF support but offer
some interesting experience for the evaluation.

While these visits are being made, 1-2 background papers on issues related to the evaluation will be
prepared by other team members and/or representatives of U.S.-based NGOs with considerable experience and
important perspectives on conservation trust funds. These papers will be available to the full team by the time all
of the field visits are completed.

Third, following the fidld visits, the team will meet together to synthesize their findings, discuss them with
the reference group and others, and prepare the draft of the evaluation report. This draft report will then be
reviewed with the implementing agencies and secretariat, the IPG members, the NGO community, and
others. The evaluation report will be revised based on the input received from these consultations and
presented to the Council at its October mesting.

SCHEDULE

The evaluation team will hold its first meeting from April 15-17, 1998. This meeting will be devoted to
developing working relationships among team members, eaborating a specific plan for carrying out the
evaluation, and dividing responsibilities among the team members.

While the specific implementation plan for the study will depend on the outcome of this first mesting, it
is expected that the general schedule for the evaluation will be:

=} April 20 - May 8: desk reviewsresearch of evaluations, mid-term reviews, supervision reports,
and other documents; discussion with task managers; sharpening of issues; confirmation of the
projectsto visit in thefield; and logistical planning for field work.

May 15: completion of progress report.

May 18 - July 17: field work (three visits of approximately three weeks each, which will include a
total of seven funds, by teams of two members); continued desk reviews and interviews.
Tentatively, the funds to be visited are (1) Brazil-FUNBIO (10-12 days) and Jamaica--two funds
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not financed by GEF (4-5 days); (2) Peru-FONANPE (10-12 days) and Mexico-FMCN (4-5 days);
and (3) Uganda-Mgahinga/Bwindi (10-12 days) and Eastern Carpathians (2-3 days).

July 20 - August 7: team mestings and drafting of report.

August 10 - September 16: discussion of draft report with |As, biodiversity task force, NGOs, IPG,
others. Input made into policy paper GEFSEC prepares for October Council meeting. Draft of
evaluation report sent to Council o/a September 16.

September 16 - October 1: finalization of report
October 14-15: presentation to Council
December 31: final report trandated, printed, and distributed.

GEF-Supported Environment Funds

Country/Fund GEF 1A Status
Bhutan Trust Fund World Bank Exigting
Bolivia FONAMA World Bank Exigting
Brazil FUNBIO World Bank Exigting
Central American Fund--FOCADES UNDP Exigting
Eastern Carpathian Biodiversity Conservation World Bank Exigting
Malawi Mulanje Mountain Trust Fund World Bank Exigting
Mexico Protected Areas Fund (FMCN) World Bank Exigting
Mongolia Environmental Trust Fund UNDP Exigting
Peru FONANPE World Bank Exigting
Seychdles Idand Foundation World Bank Exigting
South Africa Cape Peninsula Trust Fund World Bank Existing
Uganda Mgahinga/Bwindi Trust World Bank Exigting
Colombia Sierra Nevada de Santa Marta World Bank In Design
India Ecodevelopment 11 World Bank Under Study
Nepal World Bank Under Study
Papua New Guinea National Conservation Trust UNDP/WB In Design
Belarus Belovezhskaya Primeval Forest World Bank Possible
Burkina Faso -- West Africa Wildlife Ranching UNDP Possible
Cambodia Tonle Sap Management Program UNDP Possible
Chinalothers -- Tumen Trust Fund/TRAD UNDP Possible
Guinea -- Monts Nimba National Park UNDP Possible
Laos Wildlife/Protected Areas World Bank Possible
Mekong Trust Fund UNDP Possible
Pakistan National Biodiversity Trust Fund UNDP Possible
Sao Tome/Principe -- National BD Protection Fund UNDP Possible
Sierra Leone -- National Protected Areas Fund UNDP Possible

Ukraine Danube Delta World Bank Possible
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Li1sT OF CONTACTS

Namesin bold type indicate members of the Reference Group.

Ricardo Bayon
Jorge Bilbao
Victor Bullen
Jim Hester

Eric Fgjer
Gonzalo Castro
Kathy MacKinnon
TinaKimes
AndresLiebenthal
Alberto Ninio
Susan Shen
Claudia Alderman
Agi Kiss

Steve Corndlius
Randy Curtis
Gina Green
Sheldon Cohen
William Millan
Bruce Moffat
Chona Cruz
Mario Ramos
Ken King

Jane Jacqz

Nikhil Sekhran
Marianne Guerin-McM anus
Alfred Gugler

F. Garry Jewett
Barry Spergel
Jamie Resor

Meg Symington
Sam Johnston
Dan Martin

Jeff McNeely
Frank Vorhies
Patrick Duggan
George Green
Jorge Osorio Vargas
Carlos Quintela
David Smith
Buenafe Solomon
Carmen Tavera
Ahmed Djoghlaf
John Tychssen
Jennifer Tufts

IUCN-US

Americas Fund, Argentina

USAID

USAID

USAID

World Bank/GEF

World Bank/GEF

World Bank/GEF

World Bank/Operations Eval uation Department
World Bank

World Bank task manager

World Bank task manager

World Bank task manager

Sonoran Foundation

TNC

TNC

TNC

TNC

TNC

GEF Secretariat

GEF Secretariat

GEF Assistant CEO

UNDP/GEF

UNDP/GEF

Conservation International

Swiss Caalition of Development Organizations
WWF-US

WWF-US

WWF-US

WWF-US

Convention on Biological Diversity Secretariat
John D. and Catherine T. MacArthur Foundation
IUCN

IUCN

IUCN

IUCN

Americas Fund, Chile

Independent consultant; former FONAMA executive director
Jamaica Conservation and Development Trust
Foundation for the Philippine Environment
UNEP/GEF

UNEP/GEF

UNEP/GEF

European Union Washington mission
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Country-specific contacts

Belize

Barry Spergd, WWF-US
Humberto Paredes, executive director, PACT

Bhutan
Jessica Mott, World Bank
Gabriel Campbell, The Mountain Ingtitute

Jamie Resor, WWF-US
Paljor J. Dorji, Deputy Minister, National Environment Commission

Bolivia

David Lozano, USAID
Carlos Quintela, former FONAMA executive director

Brazil

In Washington:
Claudia Sobrevila, Conservation International (former World Bank task manager)

Alberto Ninio, World Bank
Musa Asad, World Bank
Ruth Norris, Consultant

In Brasilia:

Luis Carlos Ros, Task Manager/Environment, World Bank

*Braulio Dias, General Coordinator for Biological Diversity, Ministry of Environment
Carlos Roberto de Carvalho, Environmental Coordinator, Ministry of Planning/SEAIN
Washington de Mendonca, General Coordinator for Bilateral Planning, Ministry of Planning/SEAIN
Servulo Moreira, Division Chief, Min of Planning/SEAIN

* Aspasia Camargo, Special Advisor to the Minister of Foreign Affairs,

Oneida Freire, Project Director, Ministry of Environment

Altineu Miguens, Project Director, Ministry of Environment

*Ricardo Soavinski, Chief;, Ecosystems Directorate IBAMA

*Garo Batmanian, Director, World Wildlife Fund/Brazil

Cristina Montenegro, Director, Environment Divison, UNDP

*indicates FUNBIO board members

In Rio de Janeiro:
Pedro Leitao, Executive Director, FUNBIO
Magarida Lima, Coordinator of Control, FUNBIO
Maria Clara Soares, Coordinator of Studies, FUNBIO
J. Méllo Flores, President, Getulio Vargas Foundation
Jose Alfonso Barbosa, Director General, Getulio Vargas Foundation
Jose Augusto Drummond, Project Director, ISER
KarlaMatos, Project Director, ISER
Angelo dos Santos, Coordinator for External Affairs,
Brazilian Foundation for Sustainable Devel opment (FBDS)
Israel Klabin, President, Brazilian Foundation for Sustainable Development (by phone)
Silvio Gomes de Almeida, Servicesfor Alternative Agriculture Projects (AS-PTA)
Pablo Sidersky, AS-PTA
*Benjamin Gilbert, Oswaldo Cruz Foundation
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In Curitiba:

Maria de Lourdes Nunes, Technical Coordinator, O Boticario Foundation
Ivan Carlos Baptiston, Forestry Engineer, O Boticario Foundation
Bernardo Fedalto, Executive Vice President, O Baticario.

Clovis Borges, Director, Society for Wildlife Research (SPVS)

In Sao Paulo:
Clayton Lino, Technical Director, National Council for Atlantic Forest Biosphere Reserve
Luciana Lopes Simoes, Project Officer,
National Council for Atlantic Forest Biosphere Reserve
Joao Lucilio R. de Albuquerque, Administrative Director,
National Council for Atlantic Forest Biosphere Reserve
Joao Paulo Capobianco, Executive Secretary, Ingtituto Socioambiental (ISA)
Roberto Bornhausen, President, FUNBIO Board of Directors (by phone)

Other:
Fernando Allegretti, Project Director, COMARU (by phone)

Eastern Carpathians

In the US:

Dan Martin, John D. and Catherine T. MacArthur Foundation
Andrew Bond, World Bank task manager

Garry Jewett, WWF-US

Barry Spergd, WWF-US

Emilia Battaglini, World Bank task manager

Gennady Pilch, World Bank legal department

Phil Brylski, World Bank task manager

In Sovakia:

Zuzana Guziova, GEF Project Coordination Unit and Foundation President
Zbigniew Newiadomski, Foundation Board Member

Stephan Stojko, Foundation Board Member

Mieczyslaw Zaniewski, Foundation Board Member

Mirodav Bural, Foundation Board Member

Rudolf Dudic, Foundation Board Member

Zoltan Rakonczay, World Wide Fund for Nature

Jamaica

Environmental Foundation of Jamaica (EFJ)

Peta-Anne Baker, Board Chairperson

Selena Tapper, Executive Secretary

Patrick Daley, Director of Projects

Marlene Lewis, Membership and Community Relations Officer

Jamaica National Park Trust Fund (JNPT)
Shermaine Barrett - Director Fund Development

Jamaica Conservation and Development Trust (JCDT)
David Smith, Executive Director (Trustee INPT)
Ezra Whittock, Chief of Corps (Rangers), JCBMNP
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Government of Jamaica

Leonie Barnaby, Director of Environment

Learie Miller, Deputy Director, NRCA

Marilyn Headly, Director, Forestry Department

Amb Don Mills, Spokesperson for the Environment

Sybil Ricketts, Environmental Planner, Planning Ingtitute of Jamaica
Hopoton Peterson, Environmental Planner, Planning Ingtitute of Jamaica

NGOs

Maureen Rowe, Director, National Environment Societies Trust (NEST)
Peter Espeut, Director, South Coast Devel opment

Terry Williams, Director, South Coast Conservation Project

Business Sector

Charles Ross, Private Sector Office of Jamaica (trustee INPT and JCDT)
Blossom O’ Meally Nelson, (trustee INPT and JCDT)

Jeanne Robinson, Insurance Company of the West Indies -ICWI (Trustee JCDT)
Diana McCauley, Jamaican Environmental Trust (Trustee EFJ)

Eleanor Jones, Managing Director, Environmental Solutions, Ltd.

Barry Wade, Chairman, Environmental Solutions, Ltd.

David Lee, Managing Director, Caribbean Ecosystems, Ltd.

Hosfort Scot, Retired (ex EFJ Board)

Donor Agencies
Jan Jansen, Program Officer, UNDP

Howard Batson, Acting Chief, Office of Environment and Natural Resources, USAID
Greg Booth, Environmental Advisor, USAID

Conrad Orngtein, Environmental Specialist, Technical Support Services (DEMO project)
Chris Brown, Former Office Director, USAID

Academic Community
Al Binger, University of the West Indies Centre for the Environment and Development Cheryl Dash, Manager,
Specia Projects and Sponsored Research,

UWI. Environmental Consultants

M exico

In the US:

Luis Congtantino, Task Manager, GEF project, World Bank

Frecborn G. Jewett, WWF-US

TinaKimes, Latin America/Caribbean Regional Coordinator, World Bank/GEF

In Mexico:

Michael E. Ayala, Deputy UNDP Resident Representative, Mexico

Adolfo Brizzi, Sector Leader Agriculture and Environment, Mexico Department, World  Bank

Guillermo Castillga, WWF Representative and Mexico Program Director

Javier delaMaza Elvira, General Coordinator, Natural Protected Aress, Instituto Nacional de Ecologia (INE),
SEMARNAP

Jorge Favela Fierro, FANP Program Coordinator, Instituto Naciona de Ecologia (INE)

Bruno Guandalini, UNDP Resident Representative, Mexico

Renee Gonzalez Montagut, Director, FANP

David Gutierrez Carbonell, Director, ISa Contoy Biosphere Reserve

Diane Hermanson Zuelow, Director, Information and Communications, FMCN

Javier Hirosa, Director, Red de Organizaciones del Sureste para e Desarrollo Susentable

Rene Kantun Palma, Legal and Administrative Officer, Ria Lagartos Biosphere Reserve

Rodrigo Medédllin, Universidad Nacional Autonoma de Mexico

Raul E. Murguia Rosete, National Coordinator, UNDP Small Projects Program, Mexico

Alfonso Oseguera Iturbe, Director, Inverlat Casa de Bolsa

Ramon Perez Gil, former coordinator of CONANP Task Force charged with design of FANP
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Ddia Reyes, Director of Administration, FMCN

Jorge Rickards, Director of Evaluation, FMCN

Lorenzo Rosensweig, Director General, FMCN

Ramiro Rubio Ortiz, Director, Ria Lagartos Biosphere Reserve

Mauricio Ruiz Galindo, President, CTFANP and member of FMCN Board

Luz del Carmen Salido, Deputy Director of Investment Advice, Inverlat Casa de Bolsa
Jorge Soberon Mainero, Executive Secretary, CONABIO

Febo Suarez, Balam (Mexican NGO)

Paul Suarez Navarro, ProNatura

Liliana Urbina Callgjas, FANP

Elia Villanueva, GEF Program Coordinator, UNDP Resident Representation, Mexico
Frank Zadroga, Environment, Energy and Global Climate Change Advisor, USAID/Mexico
The staff of Ria Lagartos Biosphere Reserve, and fishermen, union leaders, officials from Industrias Salinera
Yucatan SA. (ISYSA), NGO representatives, and othersin Ria Lagartos Reserve,

Peru

In Washington:
Claudia Alderman, World Bank Task Manager

Gonzalo Cadtro, Biodiversity Specialist, World Bank/GEF
Alberto Ninio, Legal Advisor, World Bank

InLima:
Luis Alfaro, Director General of Natural Protected Areas and Wildlife, INRENA,
and member of Board of Directors, PROFONANPE
Cayetana Aljovin, Executive Secretary, Ministry of Economy and Finance
Viveca Amoros, Advisor, Presidency of the Council of Ministers
Diego Arambur(, Asset Manager, Gerente General, Interfondos
Livia Benavides, Acting Resident Representative, World Bank
Antonio Brack, Consultant*
Algandro Camino, former Coordinator, PROFONANPE
Eric Cardich, Technical Director, Sociedad Pachamama
and member of Board of Directors, PROFONANPE
Nicole Cote, First Secretary, Embassy of Canada
Jurgen Czerwenka, GTZ and member of Board of Directors, PROFONANPE
Alberto Giesecke, Program Officer (GEF Focal Point), UNDP/Lima
Carlos Giesecke, Investments Office, Ministry of Economy and Finance
Nestor Guerra, Coordinator, Fondo Canadiense para Iniciativas Locales
Luisa Elena (Lupe) Guinand de Paredes, Consultant, Smithsonian/SPDP*
Mariela Leo, Asociacion Peruana parala Conservacion de la Naturaleza (APECO)*
Thomas Moore, Environmental Specialist, USAID/Lima
Jaime Nalvarte, Executive Director,
Asociacion paralalnvestigacion y Desarrallo Integral (AIDER)
Alberto Paniagua, Coordinator, PROFONANPE
Carlos Ponce, Vice President (Andean Countries), Conservation I nternational
Manue Pulgar Vidal, Executive Director, Sociedad Peruana de Derecho Ambiental
and member of Board of Directors, PROFONANPE
Mikko Pyhala, Ambassador of Finland to Peru
Gabrid Quijandria, Technical Coordinator, PROFONANPE
MariaLuisadd Rio, Consgo Nacional de Ambiente (CONAM)
Eduardo Sal y Rosas, Manager, Executive Secretariat for International
Technical Cooperation, Ministry of the Presidency
Carlos Soldi, Director, Consegjo Nacional del Ambiente (CONAM) and GEF
Operational Focal Point (and Council member)
Gustavo Suarez de Freitas, Executive Director, ProNaturaleza*
Raul Tolmos, Environmental Advisor, Ministry of Economy and Finance*
Alvaro Torres, Environmental Advisor, AIDER (and former Director General
of Natural Protected Areas and Wildlife and PROFONANPE Board member)
Raul Torres, Financial Coordinador, PROFONANPE
Jorge Ugaz, ProNaturaleza (and former Director General of Natural
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Protected Areas and Wildlife)

Miguel Ventura, Chief, Instituto Nacional de Recursos Naturales (INRENA),
and President, Board of Directors, PROFONANPE

Charles de Weck, DESCO and member of Board of Directors, PROFONANPE

* member of PROFONANPE Technical Committee

In Cusco and Manu Biosphere Reserve:

Almir Salazar, Chief, Manu National Park, INRENA

John Florez, (supervisor of park guards), Manu National Park, INRENA/PROFONANPE
Juan Carlos Leiva, Administrator, Manu National Park, INRENA/PROFONANPE

Park Guardsin Manu National Park:
Emilio Aparicio

Datsen Gonzales

Terry Italiano

Adrian Morudli

Nemecio Mosquera

Victor Reategui

Rainer Hostnig, Co-Director, European Community Project, Manu
Ing. Mufiiz, Co-Director, European Community Project, Manu
Executive Director, Region Inka Manu project

In Huascaran Biosphere Reserve:

René Valencia, Chief, Huascaran National Park, INRENA

Lincoln, Administrative Director, Huascaran National Park, INRENA/PROFONANPE
Milton Alva Villacorta, Director Regional Huaraz, CARE Peru

Marc Kapust, Asociacién Ecol 6gica Kawey

Betty Mendoza Mufioz, Coordinadora General, Asociacién Ecol 6gica Kawey
Armando Pasco Ames, Victor Rojas ArbulU, Asociacion VIDA

Jorge Recharte, Director, Andean Program-Peru, The Mountain Institute

Juan Roque, Consgjo Nacional de Camélidos Sudamericanos, CONACS

Miriam Torres, Andean Program-Peru, The Mountain Institute

Uganda

Agi Kiss, World Bank task manager
Nathalie Johnson, World Bank
Christine Oryema-Lalobo, Steve Cavell, Jones, MBIFCT staff

Members of the Trust Management Board, MBIFCT:

Fred Kigenyi, Forest Department (Chair)

Y akobo Moyini, UWA

Lucy Muwuluke, Ministry of Planning and Economic Devel opment
Edith Kabesiime, Wildlife Clubs of Uganda

Nick Ritchie, CARE

Dr. Richard Maenky, Mbarara University Institute for Tropical Forest Conservation
John Tindiwegi, Rukungiri District

Zikanga Bashaija, Kabale District

Aloisius Bakesigaki, Kisoro District

ChrisVan Vugt, Royal Netherlands Government

Paddy Bahiirwa, MBIFCT community devel opment officer
Philip Franks, CARE
Maryke Gray, Dennis, Robert, ITFC
Ray Victurine, Grants Management Unit, USAID Action Program for the Environment
Robert Nabanyumya, UNDP/GEF East African Cross Border Biodiversity Project
Arthur Mugisha, Deputy Director, and Gerald Ndawula, administration

coordinator, UWA
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Danid Moore and Karen Menczer, USAID

Eric Edroma, Former director, UWA

CharlesAkal and Telly Muramira, NEMA

Chris Kassami, GEF Operational and Political Focal Point

Members of the midterm review team:

Jamie Resor, WWF-US
Paul Clarke, Consultant
Maria Aycrigg, Consultant

Members of the Technical Advisory Committee, MBIFCT
Members of the Local Community Steering Committee, MBIFCT

Members of Project |mplementation Committees, community residentsin these communities:
Rubuguri (primary school)
Nombe (primary school)
Giharo (primary school)
Kateretere (water tank)
Kagunga (aid post)
Batwa indigenous food production
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Annex C

DESCRIPTIONS OF FUNDS ANALYZED

Fundsthat have both “ grants’ and * parks’
functions

MEXICO

1. The Mexican Nature Conservation
Fund (FMCN) was established as a private,
civil association under Mexican law in 1994.
Its mission isto conserve the biodiversity of
Mexico and ensure the sustainable use of its
natural resources, through the promotion of
strategic actions and medium to long-term
financial support. FMCN was created
following extensive consultations throughout
the country and with the strong support of the
president of Mexico, WWF-US and other
international and Mexican NGOs, and |eaders
of the Mexican business community. FMCN
was capitalized with $19.5 million from
USAID and $10 million contributed by the
Mexican government (part of which is ill
being paid).

2. Since 1996, investment earnings have
supported a competitive grants program of
approximately $2 million annually. Proposals
are evaluated by committees made up of
FMCN'’s technical director and outside
reviewers, and approved by thefund's
Evaluation Committee and full board. The
categoriesin which proposals are invited have
evolved based on experience. Inthefirst
year, more proposals were received from
academic ingtitutions than NGOs and
community groups. Thiswas not the mix the
fund wanted. So they focused future requests
for proposals on activities that would produce
resultsin the field, and helped stimulate better
proposals from their target groups. FMCN
approved 76 projectsin 1996 and 108 in 1997.
In 1998, proposals werereceived in three
categories. (1) conservation of ecosystems
and species, (2) sustainable use of natural
resources, and (3) ingtitutional strengthening
and environmental education. All
conservation projects must bein areas
identified as high priorities for biodiversity
conservation or for speciesincluded in the

government’s endangered list or in the CITES
convention.

3. In July 1997, FMCN received a $16.5
million GEF grant implemented by the World
Bank to establish a Natural Protected Areas
Fund (FANP). Thiswas the amount then
remaining in a problematic GEF project
originally implemented through the
government of Mexico. Since January 1998,
earnings from the fund have supported
recurrent and other costs associated with the
management of ten priority protected aress.
The program provides atotal of
approximately $1 million a year to the ten
areas. The allocation of resources among
these protected areasin 1999 will be based in
part on size, the population inhabiting the
aress, and past performance under the
program. The Mexican government has
committed to provide a core staff of five
people and an increasing share of basic
management costs in each areaincluded in the

program.

4. FMCN has a General Assembly, made
up of current and past board members, which
isits highest governing body. Its board
currently has 18 members, all but one of
whom are private individuals selected to
represent diverse experience, professional
abilities, and geographic and demographic
characteristics. The exception isMexico's
secretary of environment, who serves ex
officio. The president of WWF-US aso
serves on the board; USAID has non-voting
representation. Board responsibilitiesinclude
approval of a strategic plan for the fund, an
annua operating plan and budget, and the
portfolio of grants projects recommended for
funding. The fund has four standing
committees (administration and finance,
evaluation [project selection], international,
and natural protected areas). The latter,
CTFANP, was created when the protected
areas fund was established in FMCN. It
provides direction and oversight to the FANP.
It is made up of seven members drawn from
five sectors of society (public, private, social,
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academic, and conservation groups). No one
sector can be represented on the CTFANP by
more than two members. FMCN has an
Executive Director and a staff organized into
four divisons: technical, administrative,
communications and protected natural areas.
The director of the latter isresponsible for the
administration of the FANP; the technica
director oversees the grants program.

BoLIvIA

5. FONAMA (the National Fund for the
Environment) was created in 1990 to develop
funding for environmental conservation
through international cooperation and debt
reduction. The Fund is an agency of the
Government of Bolivia. FONAMA’s mission
isto raise funds, both nationally and
internationally, manage those assets, and
administer grantsin the public and private
sectors. (In fact, the government of Balivia
initially required that all funding for the
environmental sector flow through
FONAMA, which implemented both trust
funds and more typical project funding.)
FONAMA isamodular fund with several
separate accounts operating under the
FONAMA umbréella. The accounts have
included a $20 million US Enterprise for the
Americas Initiative fund that provides small
to medium grants to NGOs; two smaller funds
from the Swiss and Dutch bilateral agencies
that provided small grantsto NGOsin the
early 1990s; the GEF Biodiversity
Consarvation Project (1993-97; FONAMA
acted essentially as a project coordination
unit); a national parks endowment (never
funded beyond its $1 million initial
capitalization); and a USAID forestry project.
Most accounts have their own staff and
administrative councils.

6. During itsfirst two years, FONAMA
secured some $70 million in donor
commitments and built a highly qualified
staff. But in 1993, the government changed
hands, and FONAMA, which had been a high
profile agency reporting directly to the
President, became a third-level agency in
what became the government’ s smallest
ministry. The national environmental

planning process that FONAMA had
supported was discontinued and its
recommendations rejected. Plansto empower
local and regional institutions to elect civil
society representatives to FONAMA's board
were scrapped. Professional staff were
replaced by political appointees, and
FONAMA became mired in bureaucracy,
internal and external conflict. 1t developed a
reputation for protracted bottlenecks and
delaysin its administrative processes (at |east
in its grant-making functions), and was unable
to produce consolidated financial statements.

7. An independent evaluation in 1995-96
highlighted several lessons learned from
FONAMA'’s experience, chief among them
the need to insulate funds from political
considerations. Today, the EAI account (the
only part of FONAMA that truly functioned
as aconservation trust fund) isin the process
of separating from FONAMA to become an
independent non-governmental ingtitution.
The evaluation will generally consider the
operations of the EAI fund in discussing
FONAMA throughout this evaluation, and
therefore generally classify it asa* grants’
fund.

BHUTAN

8. The Bhutan Trust Fund for
Environmental Conservation was established
in January 1991 with technical support from
the World Wildlife Fund and UNDP. It was
thefirst trust fund supported by the GEF,
which committed $10 million in two tranches,
and made the first disbursement in May 1992.
The fund was established to provide a secure
source of funds for environmental programs
in Bhutan. GEF project objectives were to
assst the Bhutanese government in
conserving the nation’ s forestry and
preserving itsrich biological diversity; and to
test the feasibility of trust funds as
mechanisms for providing long-term,
sustainable support for biodiversity
conservation. Activitiesincluded a) upgrading
government capacity and staff to manage a
protected area system and monitor changesin
biodiversity; b) establishing a national system
of protected areas; c) gazetting four priority
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protected areas and developing a model
management plan; d) strengthening
management of two existing protected aress,
and e) establishing additional protected areas
in phases. Each of these program eements
was appraised during project design. For the
initial stages, the trust fund activities were
almost identical to those of atraditional
World Bank project.

9. Because of the ready availability of
other assistance, especially from WWF-US
and the Asian Development Bank, only
$418,000 of trust fund revenues had to be
used for these purposes, as aresult, the
endowment has grown. Project activities
were carried out on atimely basis and key
objectivesfor Year 5 werefully met by Year
3, triggering the release of the second tranche
of GEF funds.

10. TheBhutan fund is governed by a six-
member management board, with five
representatives from the government of
Bhutan and one from WWF-US. The UNDP
resident representativeis an ex officio
(participating but not voting) member. In
2001, the board will be expanded to include
national NGO and private for-profit sector
representatives. Government representatives
include the ministers of finance, planning, and
environment. A four-person secretariat
coordinates and supervises fund projects,
working closdly with the Department of
Forestry. Administrative costs are
approximately 10% of investment revenues.
Board decisions are made through consensus,
following Bhutanese tradition. An advisory
group comprising staff from WWF, UNDP,
the government and a local NGO assists the
secretariat.

11.  Investment of assets, initially managed
by UNDP, has been contracted to an overseas
private investment manager. Investment
income net of fees since the change is more
than 8 percent annually. The fund has
received $11.4 million from four European
donors. Trust fund assets now total more than
$27 million. Donors have been attracted by
the extremely high priority the Bhutan
government gives to protecting its forests and

other natural resources and by its strong ethic
of integrity.

12.  Grant funding in early years was
severely limited by the government’ s lack of
capacity in project preparation and execution,
and the existence of only one small NGO.
Therefore the fund has focused on capacity
building. The fund has recently developed
grant-making guidelines and procedures, and
hopes to finance increasing numbers of
proposals from NGOs, government,
communities, and individuals.

UGANDA

13. TheMgahinga- Bwindi Impenetrable
Forest Conservation Trust (MBIFCT)
supports Mgahinga Gorilla and Bwindi
Impenetrable national parks through financing
of park management activities by the Uganda
Wildlife Authority (UWA), applied research
and monitoring, and community devel opment
projects in the zones immediately surrounding
the parks. MBIFCT’ s policy isto devote 60
percent of its project funding to development
and alternative livelihood activitiesin
surrounding communities, whose residents
lost access to subsistence and economic
resources when the parks were created. Park
management and research activities each get
20 percent of the available project funding.

14.  MBIFCT received $4.3 million in
endowment funding from the GEF and nearly
$4 million in co-financing from USAID and
the Netherlands. Thetrust operates asan
integrated conservation/devel opment project,
providing both financial and technical
assistance to the communitiesit serves. It has
a highly participatory governance structure,
highlighted by a Local Community Steering
Committee (LCSC) elected by local
communities. The LCSC is empowered to
evaluate all proposals originating with
community groups, authorizing small projects
directly and referring larger onesto the Trust
Management Board. It also determines
priorities and seection criteriafor community
projectsand plays akey rolein monitoring.
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15. The Trust Management Board includes
representatives of two government agencies,
one national and one international NGO, the
tourism industry, one donor, three
representatives elected by the LCSC, the Trust
Administrator, and three Permanent
Secretaries from the ministries of tourism,
justice, and finance. Nine of these board
members are also Trustees with authority to
vote on matters concerning the endowment. It
consults on research matters, and some project
evaluation, with a Technical Advisory
Committee. To date MBIFCT has committed
some $290,000 in project funding, including
50 community projects al selected from the
first call for proposals but phased in over a
two-year period. A significant portion of
these were projects that should have been
financed by revenue sharing monies from the
parks, but were not funded when the
government changed its policy on revenues
subject to sharing and cut incometo
communities by more than 90 percent.
MBIFCT support to the UWA for park
management activities has averaged $10,000
per park per year or about 5 percent of the
park operating budgets. Research and
monitoring activities have included special
studies (masters’ theses) on species and
ecosystems of particular concern. A
comprehensive plan for long-term monitoring
isin development.

“Parks’ funds
PERU

16. TheFund for Natural Areas Protected
by the State (FONANPE) was created in
December 1992, together with a private
organization--PROFONANPE--designated to
manage the fund’s resources. FONANPE has
an endowment capitalized by a $5.2 million
GEF grant through the World Bank disbursed
in 1995, additional contributions of $355,000
from Canada and $100,000 from Finland, and
accumul ated interest earnings. In addition, it
has received nearly $17.0 million in grants
and debt swap proceeds, mostly from
Germany and Finland, the mgjority of which
are invested and operate as sinking funds. All
of FONANPE'’s capital isinvested in Peru,

although much of it in dollar-denominated
assets. Returns were high in 1996, but have
since declined significantly as a result of
generally adverse conditions in emerging
markets such as Peru.

17.  Significant program activities began in
mid-1996. PROFONANPE was originally
created to channel funding both for recurrent
protected area management cogsts of the
government’ s parks and wildlife department
and for NGO-executed activitiesin and
around protected areas. In practice, except for
three pilot projects financed by a GTZ grant
in the mid-1990s, almost all PROFONANPE
resources have gone to the former. The fund
supported 14 protected areasin 1997; 11in
1998. The program budget for 1998 totals
approximately $2.2 million, of which over
$850,000 is for one area--Machu Picchu--to
which support under Finland’ s debt-swap
program islimited. Funding primarily covers
basic operating costs and the salaries of park
guards and other staff, who are contracted
directly by PROFONANPE to facilitate
timely payment.

18. PROFONANPE isgoverned by a
seven-member board of directors. Threeare
named by the minister of agriculture® and
three are selected by the Peruvian
Environmental Network, a group of
environmental NGOs. The NGO
representatives have two-year terms and can
be re-elected once. The seventh member isa
donor representative, filled by Germany since
the fund was created. The board president
must be a government representative. During
the past three years, he has been the head of
the Natural Resources Ingtitute (INRENA),
which oversees the parks and wildlife
department and has been the principal
recipient of fund resources. PROFONANPE
has a Technical Committee intended to

3 After years of lobbying by the World Bank and
PROFONANPE’ s other donors, a new law was approved in
May 1998 that requires the minister of agriculture to name to
PROFONANPE’ s board one person recommended by the
Ministry of Economy and Finance and one recommended by
the Presidency of the Council of Ministers. At thetime of the
evaluation visit to Peru, in July 1998, implementation of this
change was still pending.
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provide advice to the fund and its board, but it
has not functioned actively. PROFONANPE
has a Coordinator and a small staff, which
until mid-1998 was made up primarily of
people with administrative and accounting
backgrounds. The original Coordinator, hired
in May 1993, left PROFONANPE in February
1997 following irreconcilable differences with
the board. The current Coordinator began in
September 1997.

19. Given the absence of enabling
legidation for trust fundsin Peru,
PROFONANPE was created by a decree-law
signed by the Peruvian president. Thishas
contributed to difficulties in changing
PROFONANPE' s gtatutes and in obtaining
exemption from Peruvian taxes.

20. Despite what has been in some ways a
rather troubled past, PROFONANPE appears
to have a good chance for a more promising
future. The new Coordinator has done much
to repair the damage to the fund’ simage that
surrounded the departure of his predecessor,
and is very highly regarded among the NGO
and donor communities. Heisactively
seeking ways to diversify PROFONANPE’s
program to again include NGO activities that
support protected area management. A
technical officer was recently hired to
supervise field activities and work more
closdly with park managers. Progressisalso
being made in resolving many of the
complications created by PROFONANPE’s
legal status. Perhaps most importantly, new
legidation requiring a change in the
composition in the government’s
representatives on PROFONANPE’ s board of
directors has great potential to alter the
unfortunate combination of government
dominance combined with general inattention
that has characterized the recent past, while
also bringing to the board perspectives
beyond those of the ministry of agriculture.

SOUTH AFRICA

21. TheTable Mountain Fund (TMF) was
established in 1993 by WWF-South Africa at
the request of NGOs and other organizations
concerned about the conservation of the

remaining natural areas on the Cape
Peninsula. Interest on the capital fund assists
government agencies, NGOs, local
communities and private individualsin their
efforts to stem the deterioration of the Cape
Peninsula s biodiversity and natural
landscapes. The Fund was converted to a
Trust in March 1998. WWF-SA has raised
locally approximately $2 million in
contributions to the capital of the Table
Mountain Fund; an additional $5 million was
contributed by the GEF through the World
Bank in 1998. The Table Mountain Fund has
two abjectives: (1) the conservation of the
biological diversity of the Cape Peninsula and
its adjacent marine systems; and (2) the
conservation of the biological diversity of the
remainder of the Cape Floral Kingdom and its
adjacent marine systems.

22.  TheFund isgoverned by six Trustees:
two representatives from WWF-SA, two from
the South African National Parks, and two
nominated by the Cape Peninsula National
Parks Committee. WWF-SA houses and
administersthe Fund. The Trustees have
hired a TMF Coordinator, who will begin
work in September 1998. The Coordinator
and an assistant are envisioned to be the only
staff of the TMF. The Coordinator will report
to the Director: Conservation of WWF-SA,
while the Trustees provide overall direction
and policy for the TMF.

BELIZE

23. The Protected Areas Conservation
Trust (PACT) isfinanced by a $3.75 tax
levied on international tourists arriving by air
or sea. Thistax, enacted in 1995 after several
years of consultations, negotiations, and
lobbying by the local conservation community
and WWF-US, generates some $500,000 per
year. Thisfunding isdirected toward
conservation in and around protected areas.
(Approximately 36 percent of Belizeis under
some form of protected area status.)
However, PACT funding falls considerably
short of the estimated $2.5 million needed
annually to adequately manage the protected
area system. PACT isprohibited by its
enabling legidation from paying for recurrent
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expenses of government agencies, or for
permanent staff of government or NGOs.

24. PACT isgoverned by a 9-member
Board elected by the relevant ministries, NGO
association, tourism sector, and village
councils, and then appointed by the Minister
of Natural Resources. It provides funding to
protected area management, devel opment of
eco-cultural tourism, assessments and
development of archeological sites, and
community participation. Thereis a separate,
private PACT Foundation to facilitate
contributions by donors who could not
support this mixed public/private agency.
Each year 5 percent of revenue is set asideto
build an endowment, and PACT would also
liketo solicit endowment capital from other
sources. To date there has been no GEF
financing. PACT maintains close
collaboration with the GEF Small Grants
Programmein Belize.

EASTERN CARPATHIANS (SLOVAKIA,
POLAND, UKRAINE)

25.  The Foundation for Eastern Carpathian
Biodiversity Conservation was created in
1994 as afinancial mechanism to support
conservation activities in the tri-national
Eastern Carpathians Biosphere Reserve. The
Biosphere Reserve isin the process of
consolidation and recognition by UNESCO
following a 1991 agreement by the
environmental ministers of the three
countries. The GEF, World Wildlife Fund,
and the John D. and Catherine T. MacArthur
Foundation (US) joined the three governments
in developing the framework for the
foundation, which hasits legal headquartersin
Switzerland. The Foundation is governed --
and operated -- by a 14-member board with a
five-member executive committee. The
acting president is the Slovakian government
representative, who headed the GEF Project
Coordination Unit in the Ministry of
Environment (the project closed at the end of
June 1998).

26. Thisfoundation started with only
$600,000 capital, which isinvested
conservatively --mostly in bonds -- by a Swiss

banking firm and yields some $30,000 per
year. The MacArthur Foundation provided a
$45,000 start-up grant for operations, which
has paid for board meetings and other
recurrent expenses during 1995-98. The
foundation has no staff and has not been able
to raise additional capital. It incurs
substantial expensesin convening meetings of
the Board (12 members from the three
countries, and two international members) and
on legal, trandation, and accounting fees.
Having legal domicile in Geneva Canton,
Switzerland, requires the foundation to
produce all official documentsin French, in
addition to English (its operating language)
and the three national languages; and to use
only Swiss-certified auditors.

27. Thefoundation’s board members say
that meetings have provided an opportunity
for protected area managers and academics
from the three countries who had not been in
contact with each other during the entire
socialist period, to meet and discuss common
resource management issues. Given the small
flows of income available, the foundation has
focused its program on small grantsto NGOs,
of which two have been disbursed and six
more committed. These have generally been
matched by substantial in-kind contributions
from implementing organizations and have
resulted in the gazetting of a new national
park in Ukraine and improved management of
tourism impact on the Soovakian side.

JAMAICA --NATIONAL PARKS TRUST

28. TheJamaica National Parks Trust
(INPT) was formally established by a
Jamaican NGO, the Jamaica Conservation and
Development Trust (JCDT) in January 1991.
JNPT was capitalized with the proceeds of
Jamaica’ sfirst debt-swap on Earth Day, 1992.
The fund concept was devel oped within the
context of a USAID-funded project helping to
establish a national park system, including
USAID finance for debt-swaps. Individual
national parks are managed by Jamaican
NGOs rather than government agencies.

29. Theinitial capitalization of $437,000
was invested in high-interest Jamaican bonds
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and grew to $530,000 by 1997. The fund is
managed as a permanent endowment.
Investment income is currently used to
finance the salaries of rangers at Jamaica’'s
first two national parks.. Fundraising efforts
to increase the endowment to $1.4 million
have been largely unsuccessful. One factor
was a USAID policy forbidding the use of
endowment income for fundraising expenses.
Funds are insufficient to support a recently
established third national park. Available
funding does not meet the needs of the two
parks, and the Blue and John Crow Mountains
park isunder serious threat from logging and
agriculture. Although the government has not
paid its annual commitments to the trust fund,
it does pay utility and vehicle maintenance
costs for the rangers operations.

30. TheJNPT isadministered by JCDT for
afee of 10 percent of trust income. Initially,
the seven-member INPT board had three
representatives from the JCDT, two from
government ingtitutions, and one each from
the University of the West Indies and the
Private Sector Organisation of Jamaica. The
trust had a staff of one USAID financed
development officer and provided no separate
guidance or direction to JCDT for investments
which were guided by the Finance Committee
of JCDT’s Board.

31. A mid-term evaluation of the USAID
project concluded that the trust was much too
insular for anational fund. JCDT was also
criticized by NGOs for managing a trust fund
of which it was the only grantee.
Subsequently four changes in governance
have occurred: 1) the board was expanded
from 7 to 9 with the addition of members
representing the Montego Bay Park Trust
(now formally managing that park) and the
private sector; 2) a project subcommittee was
established, without the participation of NGO
representatives; 3) a separate INPT
investment committee was established to give
guidance to JCDT in managing the financial
assets of thetrust; and 4) a fundraiser position
was established to separate INPT fundraising
and give it autonomy.

32. A recently approved government
protected areas policy offers several options
for national parksto achieve financial
sustainahility. It suggests the use of the INPT,
but does not giveit priority over the creation
and use of additional park-specific trust funds,
or the use of other methods (charging fees) to
cover park costs. Several young NGOs are
aggressively developing plans for 8-10 new
national parks which they hope to manage.
Many indicate a preference to establish
separate trust funds rather than become
dependent on a Kingston-based NGO. This
poses a potential problem of inefficiencies
and competition for scarce resources if INPT
isnot ableto secure resources and gain
constituency support needed to support atruly
national park system.

“Grants’ funds
BRAZIL

33. TheBrazilian Biodiversity Fund
(FUNBIO) was established in September
1995, as an independent unit within the
private, nonprofit Getulio Vargas Foundation
(FGV). The GEF provided $20 million, to be
disbursed in two tranches and programmed as
asinking fund. Thiswas part of a Brazil
biodiversity project that also included $10
million for a government fund (PROBIO) to
support development of a national
biodiversity strategy which would, inter alia,
provide guidance for FUNBIO program
management. A key role of FUNBIOisto
create an efficient, transparent, long-term
mechanism to assure resources for priority
biodiversity projects, capable of attracting
private sector contributions, functioning
outside the government domain. FUNBIO
has a governing council of 16 members -- four
each from the private sector, academia, and
NGOs; two from government, and two from
FGV. FUNBIO' s assets are managed by an
investment manager in London. Most assets
areinvested abroad and investment returns
have exceeded initial benchmarks.

34. FUNBIO has benefited from a highly
qualified, hard working board, chaired by a
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respected private business leader, and an
executive director with considerable
experience in management and
administration. The fund had significant
initial difficultieswith its host ingtitution
(FGV) which was sdlected by the Ministry of
Environment following a six-month national
consultative process that reviewed several
options, including management of the fund by
an existing ingtitution, a new ingtitution, or a
new consortium of NGOs. Although
FUNBIO has succeed in defining its
independence within FGV, significant
differences remain. There was conflict over
the executive director selection and initial
difficulty in getting administrative support.
FGV has not engaged in fundraising on behal f
of FUNBIO or assisted to the level expected
in supervising the asset manager, although
there are Sgnsthat the situation isimproving.
Fundraising efforts are just beginning. The
board is attempting a nove “program
partnership” approach to raise the $5 million
needed to trigger the second GEF tranche of
$10 million.

35. In the absence of a completed national
biodiversity strategy for guidance, FUNBIO
started by financing pilot or demonstration
projectsin five project categories. sustainable
management of natural forest aress,
conservation of ecosystems on private
property, sustainable management of fisheries
resources, agricultural biodiversity, and
management of conservation units. Thefirst
set of 10 projects selected (totaling $2.1
million) were small within the Brazilian
context and tended to reflect the wide range of
interests of the sectors represented on the
board. In order to achieve greater impact, the
board has recently determined to narrow the
focus of future requests for proposalsto
private-sector partnerships. The second round
of projectswill also require logical framework
analysis to determine the expected outputs
and impacts of each project financed.

36. FUNBIO program management
procedures, influenced by World Bank
regulations, do not demonstrate the flexibility
and efficiency expected from a private entity,
and are as burdensome to grant recipients as

government grant procedures. Private sector
enterprises have shown little interest in the
fund, citing the small size of its grants and its
heavy bureaucratic requirements.

37.  FUNBIO has kept administrative costs
bel ow the 22 percent ceiling established at
design, expending 11 percent of net revenues
on operating costs and 7 percent on institution
building, for atotal of 18 percent.

JAMAICA -- ENVIRONMENTAL FOUNDATION
OF JAMAICA

38. The ERJwas established in 1992 by the
governments of Jamaica and the United States
under the Enterprise for the Americas
Initiative (EAI), a debt reduction program.
The Jamaican government committed to
deposit local currency equivalent to the
interest on the forgiven debt into two funds
($9.2 million for environmental activities, and
$12.3 million for child survival and
development projects) over a multi-year
period. The moniesareinvested in Jamaica,
with areal rate of return between 5 and 12
percent annually. Establishment of an
endowment fund has been proposed, but not
yet approved by the board. EFJ has recently
developed a fundraising plan with atarget of
raising an additional $6 million by 2003.

39. TheERJisamembership organization,
governed by its NGO members and the two
“parties’ (GOJ and USA) which signed the
original EAI agreement. EFJ has a nine-
member board of directors (one representative
each from the governments of Jamaica and the
United States, and the University of the West
Indies; and six representatives from the three
NGO communities addressed by the fund --
environment, child welfare/survival, and
development). The NGO members are e ected
at an annual general meeting. Generally a
dateis prepared in caucuses by each of three
NGO umbrella organizations. Thethree NGO
communities often vie to maximize their
representation on the board, and the annual
general meeting has sometimes been
contentious. The final proposed date of board
members must be approved by the parties to
the agreement that established EFJ.. The
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government has used this power to change the
proposed board membership.

40. The Executive Secretary reports to the
board, but some decisions must be ratified by
the total membership and/or by the partiesto
the agreement.

41. Themission of EFJisto promote and
implement activities designed to conserve and
sustainably manage Jamaica’ s environment
and natural resources, aswell asto encourage
the improvement of child survival and
development. It has a mixture of institutional
strengthening objectives and technical
objectives. EFJ monies have been distributed
broadly in small amounts. Some 300 projects
averaging $150,000 were funded from 1993-
96, of which almost 90 percent are Situated in
or around the capital. About 60 percent of
commitments have been disbursed to
grantees, reflecting the limited absorptive
capacity of many grantees. Many of the
projects are in environmental education —in
schools, communities, and at the university.
EFJis proud of the support it has provided to
young NGOs devel oping community
consensus for new protected areas, many of
which hope to eventually manage those
protected areas. EFJ has also provided grants
to support NGO management of the Blue and
John Crow Mountains National Park. The
board has recently finalized a 1997-2003
strategic plan. Responding to criticism from
environmentalists who see little cumul ative
impact from previous grants, the plan will
focus environment project selection on
“biodiversity hot spots’. The strategic plan
also callsfor EFJ to reduce the burden of its
reporting requirements on grantees and adopt
a more supportive approach to project
management.

GUATEMALA

42. The Conservation Trust of Guatemala
(FCG) isasmall fund (capitalized at about
$900,000) whose objectives include
supporting projects that (1) emphasize the
relationship between natural resources and
rural populations; (2) support the devel opment
of NGOs and other organizations working to

protect natural resources; (3) encourage cross-
sectoral collaboration in resource
management; and (4) bring new sectors and
ingtitutions into the community of supporters
of conservation in Guatemala. The fund was
created in 1991 by four Guatemalan and
international NGOs (later joined by afifth). It
isa private fund whose assets to date have
come from a private foundation, a bank, and
an international NGO. Itsgoal isto build an
endowment of $5 million.

43. Initidly, FCG primarily channded
funding to its member organizations, but
recently it hasinitiated open callsfor
proposals. Any civil society organization
engaging in natural resource conservation and
sustainable use, as well as government bodies
and the national NGOs represented on the
board, is eigible to compete for funding in the
priority areas of protected areas, sustainable
natural resource management, research,
environmental training and education, and
ingtitution building.

44.  Theboard (Administrative Committee)
includes representatives of the four founders
and afifth NGO. It isauthorized to invite up
to four additional members. Thereisan
executive director and administrative
assstant. The board members and executive
director are all conservation professionals or
long-time conservation activists, who are
deeply involved in national environmental
issues. FCG is part of the advisory committee
for the biodiversity strategy currently in
preparation. It maintains close relationships
with government in other ways as well:
involving government representativesin
proposal review processes, and coordinating
workshops on policy issues. FCG is part of
the national committee for the GEF Small
Grants Programme in Guatemala, and a
candidate financia intermediary under the
GEF Small and Medium Enterprises project.

PHILIPPINES

45.  The Foundation for the Philippine

Environment (FPE) began with advocacy by
Philippine and international NGOs for a trust
fund component to support NGO activitiesin
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aUSAID natural resources management
project. In 1991, USAID and WWF-US
signed a cooperative agreement to initiate
debt swapsto capitalize the fund. By the end
of 1992, FPE had been established, elected a
board of trustees, and released $520,000 in
grants under interim guidelines. Thefirst
executive director was hired in early 1993.
During that year, FPE adopted a five-year
strategic plan and established regional
advisory committees (RACs) as aforum for
advice and participation from NGOs and
peoples organizations. By 1994, the
endowment fund, which wasinitially
managed by WWF while FPE developed a
track record and management structure, was
formally transferred to FPE. FPE hasatotal
endowment of $21.2 million and has made
grants totaling $8 million from funds provided
by the MacArthur Foundation, the Philippine
Development Assistance Program, and others
in addition to funds from endowment
revenues.

46. FPE smissionisto catalyzethe
biodiversity conservation and sustainable

development efforts of communities. The
organization provides financial resources to
strengthen organizations as well asto
implement programs. Three types of grants
are awarded: (1) urgent “action grants’ up to
$5,000; (2) community-based grants for
resource management projectsin 22 priority
siteswhere FPE tries to focus its funds for
maximum impact, and (3) proactive grants for
support service projects often initiated by FPE
itself. FPE also serves as a“funds facilitator”
bringing community projects to the attention
of other donors. More than 400 partners are
currently implementing projects ranging in
size from small community projectsto large
Site-based projects. About 60 percent of grant
funding goes to 33 site-based projects, the
remaining 40 percent to 350+ community
efforts.

47.  Thegoverning body is the 11-member
board of trustees. FPE currently has 23 staff,
and maintains an annual budget ratio of about
83 percent program and 17 percent
administrative costs.
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COMPARATIVE ADVANTAGESOF
DIFFERENT T YPES OF FUNDS

1. Asnoted in Chapter I1, the evaluation team
found it useful for analytical purposesto group
the trust funds analyzed as “parks’ or “grants’
funds and to compare and contrast the way
findings and conclusions apply to each of the
groups. It seemed possible to learn more about
trust funds compared in these two groupings than
by considering all trust funds as a whole.

2. Thereare severa important waysin which
these two types of funds often differ. They
include:

their role within a national biodiversity or
environment strategy;

governance: the extent of government
involvement and the importance of
representative involvement of stakeholders;

grant-management procedures for activities
financed and the fund’ s ability to meet GEF
global importance and incremental cost
criteria.

financial issues such as the type of trust fund
established, its life-expectancy and methods
and actors in mobilizing or leveraging other
resources for the fund;

3. Rolewithin a national strategy: “Parks’
funds are often established asintegral € ements of
anational protected areas strategy, a national
biodiversity strategy, or a national environmental
action program. Their primary role within that
strategy is assuring that sustainable recurrent cost
financing will be available for all or some national
parks or protected areas. Some funds also provide
grants to entities working in protected area buffer
zones, but normally within the context of a park
management strategy. Donors often finance
“parks’ funds as part of broader projects which,
for example, help establish national park
authorities, systems of park management, and
technical support for organizations which will
manage parks (usually government, but sometimes
NGOs). The ahility of a“parks’ fund to have
broader upstream impact on government policies
and programsis primarily associated with the
fund’ srole within the overall protected areas
system and secondarily associated with the

protected area system’ s role within a broader
national biodiversity or environmental strategy.

4. " Grants’ fundsare harder to place within a
broad national strategy and are not asintegral. The
focus of “grants’ fund tends not to be specifically
determined during the project design, but isleft to
the board of directors. Boards of directors often
initially determine that the focus should be a
specific set of stakeholders (normally NGOs, the
private business sector, the research community, or
a combination thereof). Some funds decide to
focus their resources on new NGOs while others
try to expand the programs of existing NGOs.
With maturity, most funds have tended to move
towards afocus on either: (a) specific biodiversity
problem areas (e.g. sustainable use,
agrobiodiversity, edge effects); (b) a geographic
region (e.g. the Amazon); or (c) special protected
aress (private reserves, buffer zones).

5. “Grants’ funds are normally not automatically
invited to a seat at the government policy table.
Their upstream role tends to be a function of the
size of thefund and itsindividual grants
(associated with potential impact), its program
“niche,” and whether the fund is perceived to have
accumul ated knowledge and experience to bring to
the policy table. Sometimes governments subtly
reject the policy or coordination initiatives of
“grants’ funds as inappropriate. FUNBIO's
attempits to establish regular meetings between the
many environmental fundsin Brazil was viewed as
agood idea, but more appropriate for the
government to orchestrate.

6. Governance: Because governments own the
land set aside for national parks and protected
areas, government plays an essential rolein the
governance of all “parks’ funds. Most of these
have the national parks director and other key
officials on their board, although the government
isnot in the majority. PROFONANPE in Peru has
the highest proportion of government
representation (three of seven members).

7. Thegovernance of “grants’ fundsisnormally
structured to reflect the stakeholders or users of the
fund (NGOs, the private sector, the academic
community). Government is represented on the
board but isless dominant than for “parks’ funds.
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“ Grants’ funds often encourage broad ownership
and participation via (a) setting aside board seats
for formally elected representatives of stakeholder
umbrella organizations; and (b) annual assemblies
of stakeholder or member organizations. The most
extensive representation of stakeholdersisin the
governance of funds that support a specific
protected area (e.g., representatives of buffer zone
communities) and in membership funds (EFJ).

8. Program Management: The programs of
“parks’ funds are focused on a limited universe of
protected areas. The grant selection processis
relatively smple. Activities funded usually support
elements of a multi-year park management plan.
Program monitoring and evaluation are relatively
easy to the degree that all grantees are carrying out
similar functions and they work in circumscribed
geographic areas. Meeting GEF criteria on global
significanceis straightforward for protected areas
which are so identified.

9. Program management for “grants’ fundsis
more difficult and complex. “ Grants’ funds
normally have a broader scope, review more
proposals and finance more projects than “parks’
funds. The breadth of the program tends to be
associated with the breadth of the stakeholders or
potential users (NGOs only, vs. NGOs, private
sector, academia, and government). “ Grants’
funds have more freedom to finance innovative
and catalytic projects. However, it is more
difficult to easily ascertain the capacity of grantees
to manage fund resources. Given the heavy
competition for projects, the selection processis
more difficult to manage and to keep transparent.
Over time, most “grants’ funds try to be more
efficient program managers and to increase
aggregate program impact by focusing their grants

on one or more program “niches.” However,
focusing also risks leaving out some key
stakeholders and may be difficult to achieve.
Monitoring and evaluation is more difficult for
“grants’ funds not only because of thelarge
number of grants, but also because of the need in
some funds to evaluate civil society strengthening
aswdll as biodiversity objectives. Meeting GEF
criteriaon global significance and incremental
costsis more difficult for “grants’ funds when
projects are not limited to regions of global
significance or are not easily aggregated into
program “niches’ which reflect GEF priorities.

10. Financial issues: A permanent endowment
rather than a sinking fund is normally established
for a“parks’ fund, given the need for long-term
sustainable financing for the recurrent costs of the
protected area system. A sinking fund (or
replenishment fund) is often seen as a more cost-
effective use of capital for a“grants’ fund because
its projects are more catalytic and startup in nature
and do not normally require long-term recurrent
cost financing. If the fund is successful, it should
be able to attract additional funds.

11. Fundraisingiscritical to increase the size of
any trust fund. Governments have tended to be
more active in providing revenues and raising
funds for “parks’ than “grants’ funds.
Governments show less commitment to “grants’
funds and tend to believe that fundraising should
be the responsibility of the key stakeholders and
users of the “grants’ fund (NGOs, the private
sector). Governments may provide initial
contributions to “grants’ funds but government
contributions after start-up arelesslikely.
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