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Cover Note for “Looking Ahead” Draft Report

The attached discussion paper is intended to spark a dialogue on key operational challenges the Climate Investment Funds (CIF) face going forward, based on experience from the design and early operationalization of the funds.  The paper derives from interviews with a wide variety of stakeholders, with a focus on the learning that stakeholders can harvest from the design and early implementation work of the CIF.  The paper is organized around a series of themes or challenges, in hopes that stakeholders can, first,  together develop a common understanding of the underlying challenges and, second , identify promising approaches to addressing those challenges.  To move the dialogue forward, readers are invited to comment on this draft by submitting ideas and experiences, with the following questions in mind:
· What do you see as the most important operational challenge for the CIF, the area where constructive action would make the most difference?

· For that area, or any of the other themes discussed in the paper, what additional perspectives would further clarify the challenge and advance our understanding of the underlying issues?

· Are there experiences you can report that provide promising ways to address any of these challenges, ways the CIF could build on?  Any additional ideas that could be helpful?

· Any further comments, ideas or suggestions?
Please submit comments directly to Professor  Radner (E-mail: james.radner@utoronto.ca) with copy to the CIF Administrative Unit (cifadminunit@worldbank.org). Your comments will be posted on the CIF website where the draft report is posted with the following link:
http://www.climateinvestmentfunds.org/cif/partnership_forum_2010. 



CONSULTATIVE DRAFT	

									January 25, 2010

LOOKING AHEAD FOR LESSONS IN THE CLIMATE INVESTMENT FUNDS: 
EMERGING THEMES FOR LEARNING


Introduction:  Scope and Learning Strategy

As discussed in the October Progress Report,[footnoteRef:1] the lessons learnt project is intended to catalyze a joint dialogue around lessons arising from the early work of the Climate Investment Funds (CIF).  The interviews that form the core of the process are still underway among major stakeholder groups, so what is presented here should be viewed as a snapshot of an evolving picture.[footnoteRef:2]  However, the rich feedback provided by stakeholders to date does provide opportunity to advance the discussion, as stakeholders have suggested fertile territory for lessons.  The purpose of this note is to spark a collaborative process for mapping that territory. [1:   CTF-SCF/TFC.3/Inf.1 Progress Report on Study on Lessons Learned from the CIF Design Process and Early Implementation:  http://www.climateinvestmentfunds.org/cif/node/442.]  [2:  Information for this report was gleaned from interviews with governmental and non-governmental stakeholders, together with attendance at selected CIF meetings.   The Appendix lists stakeholder groups contacted to date.  A significant range of governmental and non-governmental interviews are still needed to obtain a balanced cross section.  The material in this draft is therefore partial, with expansion to come as additional information is received. ] 


This note is an interim draft, intended to help all stakeholders think through lessons, to solicit further comments, and to facilitate continued examination of these topics through both the interview process as well as preparation for the Partnership Forum.   There is no intent to be complete here, but ideas from stakeholders on this material are deeply welcome.

Climate Finance is a far-reaching global issue with an extraordinary diversity of challenges, opportunities and stakeholders.  The Climate Investment Funds are evolving a series of responses to these challenges and opportunities.  This note is designed as a step in a dialogue; it will focus on forward evolution, that is, on topics raised by stakeholders that can, after continued discussion, directly inform ongoing operations of the CIF.  This is by no means the only territory identified by interviewees to date, but forms a suitable groundwork for this interim note.

The Clean Technology Fund and the three targeted programs under the Strategic Climate Fund, which together constitute the CIF, have distinct purposes.  Thus, the topics discussed here, while generally relevant across the funds, play out differently and with different salience across the various funds and programs, as they do in different country cases.  This note is pitched at a general level, though it will include occasional references to the specific funds and programs where practical solutions are being developed. 

The territory is, by its nature, challenging, and stakeholder perspectives are naturally diverse.  In setting out the terrain for lessons, then, this note will focus not on “solution space” but on “problem space:” outlining the dilemmas, polarities or constraints that the CIF are grappling with as they evolve in light of the multiple considerations stakeholders have offered to date.  I wish to invite stakeholders in the CIF to share in the further development of the “problem space” outlined here.  Coming to a shared understanding of this territory is a key first step toward building sustainable solutions.

An example of a dimension of “problem space” is the polarity, raised by many stakeholders with differing priorities, between speed and depth in program implementation, the topic of Section 1 below.  With this, as with the other challenges listed here, it is important to note that although there is an undeniable tension, there is no absolute dichotomy:  In their work on the ground, the CIF are developing direct experience in managing the speed/depth dilemma – along with the other challenges outlined below – in the distinctive context of climate finance.  Fleshing out this experience is an important goal of the next round of interviews in this study, and also of stakeholder dialogues like the Partnership Forum (see below).  Where already available, examples are briefly noted in the material below; readers are requested to forward new examples, or other thoughts on how to best address these challenges, by sending them to the e-mail account of the CIF Administrative Unit (CifAdminUnit@worldbank.org), which will also post your comments on the web at  http://www.climateinvestmentfunds.org/cif/partnership_forum_2010.  

The Partnership Forum (March 18-19, 2010, in Manila) is a major opportunity for the stakeholders in the CIF to develop innovative ways to manage the challenges outlined here – to move from “problem space” to “solution space.”  The very nature of the challenge – its global, national and local dimensions, for example – means that effective, sustainable answers need to be developed jointly.  This note and the “lessons learnt” project as a whole are designed to seed a multi-stakeholder dialogue leading up to the Partnership Forum.  Steps in such a dialogue include coming to a common understanding of the problem space and key questions that need to be addressed; fleshing out on-the-ground experiences that point to concrete lessons; and identifying new options.  I hope stakeholders take every opportunity to advance this dialogue together.   



Thematic Overview

A stable climate is a global public good, so everyone needs to be engaged in solutions.  The climate change problem, insofar as it is caused by human activities, is relatively new, so no one has a repository of answers and actors are looking for new understanding.  A new overall international architecture for addressing climate change is still under negotiation, so interim funding must advance such learning without pre-empting those negotiations.  As transitional vehicles, the Climate Investment Funds aim to make a significant impact in a limited time, with limited resources, so rapid action on the ground and leverage for scale are both vital for success. 

These underlying realities generate a series of challenges but also opportunities which the Climate Investment Funds (CIF) are working with every day, in their design, strategy and operations.  The early experience of the CIF with these challenges is the subject of this paper, which seeks to map the problem space in a series of specific areas.  Before taking up each area in turn, it may be helpful to sketch some general themes that flow directly from the underlying realities just cited.

Global, National and Local

The CIF have global objectives, but they are implemented nationally and locally (i.e. at the country and community levels).  On the ground, they must meet national and local needs, which include flexibility, simplicity, speed, integration with the national policy framework, effective engagement with affected communities and low transaction costs.  At the same time, the CIF need to meet their global objectives of generating leverage and broadly applicable knowledge resulting in a substantial reduction or removal of greenhouse gas emissions.  

Doing all this simultaneously raises a host of challenges.  At the level of policy goals, challenges include the speed/depth polarity already introduced; the discussion in Section 1 below extends this dynamic to include simplicity/ambitiousness and also breadth of impact.  Many stakeholders considered that the way the Clean Technology Fund (CTF) moved from design to the endorsement of Investment Plans to project approvals within a year was a remarkable achievement on the speed dimension.  Stakeholders also saw compromises on the depth dimension in this early activity, but it will be useful to examine results in more detail in each CTF country to garner specific lessons about speed and depth in financing clean technology.  

One way the CIF, in a negotiated compromise, sought to manage the local/national/global dynamic was to set “transformational change” as a criterion for CIF Financing.  The challenge flowing from this compromise, discussed in Section 2 below, is how to define “transformational change” in a way that simultaneously satisfies local, national and global needs:  definitions must be (a) sensitive to context so the CIF can respond to diverse local needs, yet (b) sufficiently general to have predictable meaning as a criterion.  In short, the CIF need to tackle the challenge of scale and customization.

Because the problem is simultaneously local, national and global, because all actors need to be mobilized, and because learning is essential, the CIF need to operate as a complex global learning network.  Section 3 sketches insights gleaned from stakeholders thus far on this challenge, an acute one since the CIF have limited resources and therefore need leverage simply to function effectively as a network.  Relationships across the network, in various categories, are the subject of Sections 4 – 6; defining the purpose and structure of these relationships, in a way that works globally and locally (the solutions will often be different) is a consistent challenge cutting across these relationships.

The explicit structure of the CIF as transitional vehicles, scheduled to phase out via a “sunset clause,”  adds salience to these challenges, since to serve their purpose the CIF must harvest broadly applicable learning (requiring depth) in a short period of time (requiring speed).  Leveraging relationships and resources must be part of the solution, and this topic opens up its own set of challenges.

Leveraging and Mobilizing Resources

The CIF aim to act as catalysts, to mobilize financial resources and expertise, from the public and, crucially, the private sector, at scales considerably larger than pledged dollar amounts to the CIF.  In addition, they seek to leverage knowledge and engagement of a wide range of players in climate finance.  How do a small set of funds, with a lean administrative staff, achieve this without becoming (a) bogged down in complexity or (b) reduced to add-ons to business-as-usual financing?  

A significant innovation in this area, discussed in Section 4, is the way the CIF have coordinated across the Multilateral Development Banks, in both public and private sector finance.  While this is still a work in progress, stakeholders reported that financial and other resources are being effectively combined across these institutions in new a productive ways.  A major challenge now (Section 5) is to extend the benefits to engagement with multiple stakeholders: public sector, private sector, civil society, affected communities.  There is already some operational experience in these areas in the Pilot Program for Climate Resilience, and, at the design stage, the Forest Investment Program.  Yet a great deal still needs to be worked out in this domain.

At the heart of the collaborative effort among governments and other stakeholders is the governance structure, where the CIF have developed a balanced and inclusive representation model.  Section 6 discusses experience with this model, including progress and challenges in reconciling the respective needs of donor and recipient countries and moving toward genuine co-ownership; issues relating to more general stakeholder engagement in the governance structure are discussed in Section 5.   

Leveraging and scale challenges are especially acute when it comes to allocating financial resources.  Section 7 concludes this paper by briefly reviewing financing topics through the lens of stakeholder comments to date.  Each pilot needs enough resources to achieve impact and generate learning, suggesting that the number of pilots need to be kept small.  But too few pilots would mean insufficient experience for comparative learning (for example, having a series of cases in a particular sector) and insufficient breadth to tackle the diversity of the problem.  Further, pilot selection is just the start of the challenge.  Criteria are needed to allocate scarce funding across pilots for maximum benefit at scale.  Section 7 also outlines these challenges, and related technical topics, such as the problem of defining private sector leverage in climate finance.   

The body of this paper will summarizes feedback about the range of challenges discussed above, the problem space for climate finance, in three broad categories:  (a) overarching goals (Sections 1 – 3); (b) enabling relationships (Sections 4 – 6); and (c) financing and funding strategy (Section 7).   


A.  OVERARCHING GOALS

Amidst the diverse goals that animate the CIF, three major thematic challenges emerged from interviews to date: (1) balancing speed and depth in implementation; (2) achieving transformational change; and (3) creating a global learning network.   

1.  Speed and Depth

Stakeholders want to see fast action on the ground for a variety of reasons, including the urgency of the need and the special nature of the CIF:  As transitional vehicles, they need to produce early, measurable results to achieve their goals of generating usable knowledge and pathways to impact at scale.  Fast cycle times are critical both for meeting recipient country priorities and for achieving wider gains through learning.  Equally, however, for many stakeholders the goal of broad impact with limited resources in a complex environment calls for strong advance strategic planning, with a priority on deep engagement with multiple stakeholders at the regional, national and local level.  Country owned multi-stakeholder strategies take time.

As an example of the time cycles involved, the Phase 1 planning process for the Pilot Program for Climate Resilience (PPCR) envisions a range of three to 18 months.

Many interviewees commented on the speed with which the initial three investment plans for the Clean Technology Fund (CTG) were developed and endorsed.  Participants in that process have indicated that this did entail compromises, but that those involved were also working with the longer term strategic goals of the Fund in mind in a direct effort to manage the dilemmas involved.  For example, while projects already on the drawing board were selected for these early investment plans, were the criteria used, including need for CIF financing and expected multiplier effects, effective in practice, so the CIF became more than an add-on?  The ongoing, on-the-ground experience (both positive and negative) with these and other investment plans should provide valuable insight on various dimensions of the speed/depth challenge, and I look forward to hearing comments on this as the lessons learning process moves forward.

At this stage, it is worth noting a series of parallel polarities that relate to the speed/depth challenge and that were also of concern to stakeholders:

	Speed
	Depth

	Speed in planning and operations
	Depth in planning, full country and stakeholder engagement, high standards of quality and accountability

	In the short term, achieving quick results on the ground
	For the long term, coordinating with country planning processes and goals

	Administrative ease, low transaction costs, simplicity
	Accountability to multiple stakeholders and ambitious criteria

	Aligning with and carrying out existing country plans; avoiding new planning and process burdens
	Catalyzing change, new strategic thinking

	Flexibility to respond to immediate, in-country needs
	Adhering to global criteria and standards enabling cross-cutting knowledge and results

	Implementing specific, needed projects
	Developing effective policies, plans and programs

	Immediate, direct mitigation or resilience impact
	Indirect, transformative impact over time

	CIF as a new part of the existing finance mainstream
	CIF as catalyzing a new mainstream


     

The underlying dilemmas here are fundamental, unavoidable challenges, and they play out in each of the specific areas explored later in this note.  Improvements in these areas may seem to call for motion toward the right of the chart, with associated costs, but there is great scope for finding solutions which make this manageable.  

· The CTF financial institution focus in Mexico may be an example.  It began with a single project proposal, but was quickly converted into a broader program.  More generally, the Mexican CTF Investment Plan sought to select from existing ideas on the drawing board, for short-term action, but embedded in the longer-term Mexico Climate Strategy.  Stakeholders are invited to suggest lessons from the way this approach has unfolded to date.

· Recent moves to consider fast-tracking specific PPCR funding to potentially address emergency needs in Samoa and Tonga suggest a broader possibility: that the CIF could establish principles for allocating resources between short-term and longer-term initiatives as part of a portfolio of strategies for addressing the speed/depth issue.   

· Investing in capacity building and strengthening institutions in a way that links planning to investment is also a potential route to solutions.  This work is underway in the PPCR, and planned in SREP and FIP.

The immediate question for the CIF is how to manage these challenges in the context of a transitional climate finance program; CIF stakeholders are developing experience on this problem in virtually all their activities, and there are opportunities here for learning that is also applicable beyond the domain of climate finance.

Questions for Stakeholders:

· Can you offer additional perspectives to further clarify aspects of the time/depth challenge and to advance our understanding of the underlying issues?

· Are there experiences you can report that provide promising ways to address the challenge, ways the CIF could build on?  Any additional ideas that could be helpful?

Comments are welcome, by e-mail to CifAdminUnit@worldbank.org; they will be posted on the web at http://www.climateinvestmentfunds.org/cif/partnership_forum_2010.  


2.  Defining Transformational Change in Diverse Settings
     
“Transformational change” is an agreed criterion for CIF investments.  Agreement is lacking, however, on how to define transformational change.  While there may be no definitive, context-independent answer to this question, progress on a shared understanding will be important both for the smoothness and predictability of CIF approval processes and to enable the CIF to achieve stakeholder goals.  Once again, the earlier experience of CIF stakeholders in grappling with this question in the context of concrete investment plans provides an opportunity for new joint reflection and possible convergence on this topic.  Some thoughts arising from interviews to date:

· The definition may differ depending on the fund or sub-program, the country context, and the level of analysis – country, sector, project, community.  Thus, a ramified set of “transformational” criteria may be required.  There is another polarity or spectrum here, between on the one hand a sufficiently clear and uniform definition to enable predictability and, on the other hand, sufficient flexibility to respond to diverse country needs, capacities and plans. 

· Stakeholders frequently saw “transformational” as referring to a trajectory, a journey in which CIF activity is but a step.  This suggests a need to measure mitigation impact of an investment beyond immediate greenhouse gas emission reductions, to specify also the way the investment helps change the development pathway.  Examples include changing the ramp-up curve for a market or technology, developing local finance and production. 

· The CIF by themselves cannot transform country strategy.  It was suggested, however, that the process of engaging to create a CIF strategy could be catalytic.  For this to work, the CIF approach must take close account of country capacities and development plans. 

· Many stakeholders noted the importance of leveraging future private sector investment as a key to transformational change.  Sorting out how to do this efficiently, for example by understanding and removing barriers to private sector investment in climate mitigation and adaptation, is major potential learning activity from early CIF work.  

· At the same time, stakeholders differed as to the best path to transformation (including to private sector leverage).  Some emphasized demonstration or beacon effects, starting with specific projects and building from there.  Others saw policy change, regulatory reform and country capacity building as critical and expressed concerns as to whether the CIF could mobilize sufficient resources (generally in the grant rather than concessional loan category) to advance on this dimension.  

· If aligning CIF activities with existing country strategies is a route to transformational change, through multiplier effects, how can the CIF assure that the result is a shift from business as usual to something new?  What happens when countries have separate strategies in areas like clean technology, forestry and climate resilience?

· Stakeholders also identified high standards of quality in projects and programs as vital to transformational change.  Here again there is a potential spectrum or polarity, running from establishing universal standards in advance to sorting out standards in a context-specific, case-by-case manner.  How can this be done so the criteria are clear and predictable?  

· In the case of the Forest Investment Program (FIP), stakeholders in the design process developed a series of guidelines for defining transformational change, in a range of categories, including, for example, forest cover and greenhouse gas savings, sustainable livelihoods, stakeholder participation, forest governance and financial leverage.  Yet the resulting three-page chart[footnoteRef:3] was seen by the parties as preliminary, general guidance only, requiring further development by the FIP.   
 [3:  Annex II of the Forest Investment Program Design Document: http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/FIP_Final_Design_Document_July_7.pdf.] 

Note that the “transformational change” objective also links directly to the polarity described in Section 1 above.  Transformational change seems to call for emphasis on the right-hand side of the chart presented there, but ignoring the left side would miss the opportunity for practical, step-by-step progress – getting on the ladder – that stakeholders in fact see as key to long-term success.

Questions for Stakeholders:

· Can you offer additional perspectives to further clarify the challenge of defining transformational change and to advance our understanding of the underlying issues?

· Are there experiences you can report that provide promising ways to address the challenge, ways the CIF could build on?  Any additional ideas that could be helpful?

Comments are welcome, by e-mail to CifAdminUnit@worldbank.org; they will be posted on the web at http://www.climateinvestmentfunds.org/cif/partnership_forum_2010. 


3.  A Global Network  

Climate change is a global problem, inescapably involving a range of local, national and regional stakeholders.  Climate finance is also a new field, distinct from development finance.  No one has full answers to the challenges listed above, much less the country-by-country questions of how to mitigate and adapt to climate change.  To fulfill their promise, the CIF therefore need to operate as a learning network, harvesting and passing on knowledge from multiple sources and avoiding the idea that any central point has the solutions.  This is a large challenge, but stakeholders did have specific suggestions and considerations to offer:

· Regional dialogue and cooperation could dramatically strengthen the CIF’s capacity for cooperative learning.  Regional platforms, knowledge centers, and south-south strategies are all part of this picture.  Seeing activity in these areas as part of program (rather than administration) could help secure its priority.

· Reviewing and learning from past experience with relevant projects and programs outside the CIF can be of strategic value.  Importantly, this includes harvesting learning from failure.

· Building country and stakeholder capacity is a vital function of the CIF.  Relevant initiatives along these lines include the Dedicated Grant Mechanism for indigenous peoples and local communities, part of the Forest Investment Program, the Growing Forest Partnership and the CIF Global Support Program for Knowledge Management.

· Stakeholders need tools to assure that learning is rapidly shared – without waiting for retrospective reports – and feeds the CIF governance process, to produce better results.

· There is important scope for developing and sharing different forms of knowledge.  Recipient countries pointed to the need for enhanced scientific and technical knowledge, but also to the value of traditional knowledge and local solutions.  Examples of the latter included the tsunami response in Yemen (where traditional knowledge yielded warnings that saved lives) and agricultural techniques in Bangladesh (e.g., growing in water).

· The results framework currently under development needs to be geared to the multiple learning needs of stakeholders, balancing requirements for new information and reporting with streamlined use of existing channels.  Local monitoring and evaluation capacity should be built and used.  Defining metrics that capture the ambitions of the CIF is a major challenge.  What is the role of stakeholders, globally, nationally, locally, in setting metrics and in measurement, reporting and verification?

· Building trust – between country participants, but also across all stakeholders – is key to success.  Attention to what affects trust was urged by interviewees.  Successful, pragmatic resolution of issues was cited as one helpful pathway, along with transparency, and adherence to the various guidelines that emerged from the design negotiations. 

Questions for Stakeholders:

· Can you offer additional perspectives further clarify the challenge of building a global network and to advance our understanding of the underlying issues?

· Are there experiences you can report that provide promising ways to address the challenge, ways the CIF could build on?  Any additional ideas that could be helpful?

Comments are welcome, by e-mail to CifAdminUnit@worldbank.org; they will be posted on the web at http://www.climateinvestmentfunds.org/cif/partnership_forum_2010.  


B.  ENABLING RELATIONSHIPS

This summary will consider first relationships among multilateral banks, developing countries and other development partners; then engagement with civil society, the private sector and indigenous peoples; and finally collaboration among countries in the governance of the CIF.  Some themes, such as the important of articulating the purpose of each cooperative effort and the need to clarify the “active observer” role, cut across these categories, but there is also significant scope of concrete lessons in each area.   

4.  Cooperation among Development Partners and Official Agencies   

The CIF are intended as a vehicle for coordinated finance at the country level.  In the view of stakeholders, achieving this, as opposed to fragmented approaches, is a big prize for climate finance, both for effective delivery to recipient countries and to make practical steps to transformational change.  The CIF aim to leverage funding and strategic work not only with Multilateral Development Banks, but also with UN agencies, bilateral donors and other official development partners.  While there is still work to be done here, there is also good news to report.

In each country, CIF assistance is managed by the Multilateral Development Banks (MDBs) working with each country government and other development partners.  MDBs generally work separately, but the CIF introduced new mechanisms to enable MDBs to cooperate in each country of operations.  Interviewees repeatedly cited this cooperation (including both public and private sector financing work) as both groundbreaking and extraordinarily valuable, enabling coherent country programming and opening up new opportunities for efficiency and leverage.  

A key lesson here is that this cooperation did not happen on its own:  The CIF developed a special structure, including an MDB Committee, with the strong and effective support of the Administrative Unit, and a joint mission format.  These were seen as crucial in overcoming hurdles to MDB cooperation, and will be needed to support coordinated operations going forward. 

Looking ahead, challenges for MDB cooperation cited by interviewees include keeping transaction costs low, assuring complementarity rather than duplication, reducing complexity and putting in place appropriate incentives for cooperation (rather than competition).   As keys to success in these areas, respondents cited continued support from the MDB Committee, the Administrative Unit, and senior management in the MDBs themselves. 

Coordination with other development partners appears to be less systematic.  At the global level, the “active observer” role at the Committees has been introduced in part of this purpose, but as discussed in Section 5 below, it has not yet been worked out how to make this effective.  At the country level, respondents noted a range of challenges, outlined below.

How, then, is cooperation working in the CIF between development partners and country governments?  What is the “problem space” for lessons learned?      

· In working with governments, the CIF face challenges assuring good in-country communication (including with in-country MDB offices) and supporting local capacity, so that, even given the need for speed (see Section 1), the process will be country-led, rather than driven at the headquarters location of MDBs.  Suggestions included developing a training module and locating the center of gravity of staffing and planning in the host country.  Recipient governments consulted to date did view CIF planning as country-led thus far, but respondents also highlighted this as an ongoing challenge.

· Governments themselves face a coordination challenge, since climate problems cut across ministries and agencies.  Countries often put in place special structures for CIF planning, but they also stressed the importance of linking to existing planning processes.  The goal is to mainstream low-carbon and climate-resilient development planning, without creating burdens for recipient countries or administrative complexity.  (See also the polarity in Section 1 above.)  Here again, capacity building can be helpful.

· Coordination with bilateral development agencies (including with leveraged financing) and other official programs, including GEF and relevant UN agencies, differs country by country and program by program.  Feedback so far suggests a mixed picture, still to be filled out.  On the down side, there are concerns about insufficient advance notice (to bilateral and multilateral partners) in country planning.  But there are also promising examples:

· Cross-membership in the PPCR Sub-Committee and the Adaptation Fund Board was seen as helpful at the global level.

· At the country level effective PPCR-UNDP coordination was also cited.  In Zambia, for example, the result was a valuable mapping of all donor assistance in the adaptation field.  

· In the Scaling Up Renewable Energy Program (SREP), the program team is working a platform where UNEP would support capacity and institution building as a first step in the investment planning process, in an integrated way so that planning leads to financeable investment programs.  Doing this systematically will also open up opportunities for cross-country learning.   

· There needs to be a common understanding of the purpose and nature of collaboration among different partners, including the distinct roles, ambitions and value added of each; otherwise, partners may feel consultations were pro forma and hence wasteful.  

· A useful technique for multi-stakeholder engagement (applied in some cases in the PPCR) was to have different organizations make concrete contributions to the proposed text of the country investment plan.  This suggestion applies not only to the development partners discussed in this Section 4, but to the wider range of stakeholders discussed in Section 5.

· Maintaining the boundary between the CIF and the UNFCCC (with the agreed flow of information across the boundary, including appropriate direction from the UNFCCC) was seen as critical by many stakeholders, including to assure ongoing trust.    

· Once again there is a speed/depth dilemma in the area of coordination.  No one wants the country planning process to bog down in process delays.  A common theme was that senior-level support for cooperation can help break barriers and manage this dilemma.  In addition, interviewees reported good experiences arising from getting everyone on board early for coordination.  Also, even modest improvements in timing of notices, for example, can make a big difference:  There is scope for the partners to sort out their timing needs and devise efficient solutions.    

Questions for Stakeholders:

· Can you offer additional perspectives to further clarify the challenges relating to cooperation with development partners and to advance our understanding of the underlying issues?

· Are there experiences you can report that provide promising ways to address these challenges, ways the CIF could build on?  Any additional ideas that could be helpful?

Comments are welcome, by e-mail to CifAdminUnit@worldbank.org; they will be posted on the web at http://www.climateinvestmentfunds.org/cif/partnership_forum_2010.  


5.  Stakeholder Engagement:  Civil Society, Indigenous Peoples, Private Sector

While stakeholders cited important progress in the way the CIF connect with them, they also reported frustration and concern.  On the promising side, the recent design process of the Forest Investment Program was praised for its openness to stakeholder voice; significant improvements in transparency were noted; and before the October meeting people had optimistic comments about the new “active observer” role on the Committees.  Yet many active observers found their first experience disappointing, and overall the area of stakeholder engagement remains a complex challenge for the CIF, with a great deal that is still to be sorted out.

The overall approach the CIF has taken to civil society engagement is rooted in a study[footnoteRef:4] which the CIF commissioned in December, 2008 from the International Union for the Conservation of Nature (IUCN); based on the IUCN report, the CIF developed and adopted a set of guidelines[footnoteRef:5] to flesh out the active observer concept.  It may now be helpful to build on this groundwork, in light of recent stakeholder experiences and comments (not only from civil society, but also from indigenous peoples and local communities and the private sector), which include the following:  [4:  “Review of practices on NGO/CSO Participation and proposal for the CIF Committees.”
]  [5:  “Guidelines for Inviting Representatives of Civil Society to Observe Meetings of the CIF Trust Fund Committees.”] 



· At the moment, there is no common understanding of the purpose of engagement – the nature of the contribution each stakeholder will make to the success of CIF activities and the way that contribution will be used.  If this were collectively thought through and clearly articulated – not only generally, but also by program and stakeholder sector – it would then be possible to design better engagement strategies.

· The purpose and nature of engagement will differ by fund and program and sector:  Participation in Clean Technology Fund energy financing decisions, for example, will naturally differ from Forest Investment Program activities.

· In each case, there are two major levels of potential engagement:  Globally, in the CIF committee process, and locally, in each country.  The purpose, value and methods for engagement differ across these levels.  Moreover, at the country level responsibility for organizing stakeholder engagement rests primarily with national governments, while at the global level it depends on CIF structures.  How might the CIF globally develop useful tools and strategies that can help national governments succeed on this dimension?     

· At the global level, the formal “active observer” role is new.  Comments about the self-selection process were generally favorable (though there were questions about voting rules and procedures in the civil society process), but a truly effective way for active observers to connect to each Fund or program, both during[footnoteRef:6] and between committee meetings, has not been worked out.  The Administrative Unit was seen as responsive and helpful, but the structural link between active observers and CIF planning and decision making needs strategic attention, starting from the purpose of the active observer role and the distinctive value each observer brings, and leading to refinement and development of the roles and responsibilities of active observers.[footnoteRef:7]
 [6:  One topic cited in this regard, the Executive Session rule, is currently under review, but this is only one aspect of the broader question of how active observers can best contribute at Committee meetings.]  [7:  For a current description, see “Guidelines for Inviting Representatives of Civil Society to Observe Meetings of the CIF Trust Fund Committees.”
] 

· At the country level, multi-stakeholder engagement as called for in the design documents is a distinctive, complex and ambitious undertaking.  Civil society interviewees expressed concern that consultation can be brief and inadequate, for example a single meeting with a limited range of participants.  Solutions will depend critically on each national government, but, once again, clarity about purpose and attention to capacity would be helpful.

· Southern civil society representatives noted, for example, that they could contribute to engagement by the CIF with vulnerable communities.

· The communication and information needs of each stakeholder sector need to be reviewed and appropriately met.  In general, stakeholders reacted favorably to CIF transparency policies and initiatives (including timely posting of documents on the web), which are seen as significant improvements over “business as usual.”  

· For example, in addition to the advance posting of proposals, the current practice of posting stakeholder comments on the website, even those not incorporated in final decisions, was seen as very helpful.  In general, transparency is important not only in advance of consultation, but also afterwards, so results are clear.

· However, different stakeholders have specialized needs in order to effectively connect to the process – for example, southern civil society needs longer lead times for international meetings.  More generally, while information about CIF activity is made available item by item, stakeholders do not have a picture of the process as a whole: what the longer term planning picture is, how it evolves, where to plug in, and how specific access points contribute to larger framework.  This is a complex communications challenge, and solving this problem will likely require new resources in the communication area.  Once again, it needs to be worked through at both the global and the country level. 

· As another example, representatives of indigenous peoples noted the complexities involved in consulting their constituencies.  Indigenous peoples’ organizations include three broad levels: the local, community level; larger-scale indigenous peoples’ organizations; and national and regional networks.  There are also differences between traditional authority structures and local organizations; differences in access to information; and different types of voices, including gender differences, all of which must be respected.

· Engaging with people likely to be affected by CIF programming – e.g., indigenous peoples and local communities – is a vital priority, particularly in areas like the Forest Investment Program (FIP).  Here, a focus on individual and community livelihoods and human dignity is central, including respect for distinctive values and cultural norms.  PPCR and SREP stakeholders also pointed to the importance of such engagement, with an emphasis (also highlighted for the FIP) on vulnerable communities, including women and, in general, the poor.  The link between the flow of funding from the center and local livelihoods on the ground represents a complex challenge, and there are no clear templates: Stakeholders will need to work this out in the relevant CIF contexts.

· Overall, while the CIF have connected to southern civil society in various fora, a range of stakeholders stressed that more engagement, at the global and the country level, is needed with local (i.e. developing country) civil society and the private sector.  Specific suggestions to facilitate this included translation of relevant materials and early notification of country missions.

· At the country level, the role of national governments, in collaboration as appropriate with MDBs, development partners, and other stakeholders, is central for successful engagement with indigenous peoples and local communities.  The context in each country will be different, so responses will vary, but the CIF have an opportunity develop and share promising practices in local engagement for climate finance.

· Engagement with the private sector, including the local private sector, was repeatedly cited as vital to the goals of leverage and transformational change (see also Section 2 above).  At the global level, private sector respondents felt a productive connection has not yet been made.  One suggestion was to convene “hands-on” sessions with a range of private sector financial players.  Seed finance to build financing institutions could have high leverage.  At the country level, there has been more progress:  Early project work in the Clean Technology Fund may already begin to provide specific insight into the barriers to private sector investment in climate finance and how to overcome them.

· The time/depth dynamic, discussed in Section 1, is a major theme for stakeholder engagement.  For example, time horizons of indigenous peoples and local communities are often different from those of CIF program officers.

Questions for Stakeholders:

· Can you offer additional perspectives to further clarify the challenges in stakeholder engagement and to advance our understanding of the underlying issues?

· Are there experiences you can report that provide promising ways to address these challenges, ways the CIF could build on?  Any additional ideas that could be helpful?

Comments are welcome, by e-mail to CifAdminUnit@worldbank.org; they will be posted on the web at http://www.climateinvestmentfunds.org/cif/partnership_forum_2010. 


6.  Governance and Committee Meetings[footnoteRef:8] [8:  The role of multiple stakeholders in governance, including the active observer structure, is an important part of the picture, but Section 5 above is intended to point to major areas for learning in this regard.  Therefore, Section 6 will focus on country governments as members of the Trust Fund committees and subcommittees. 
] 


The balanced representation (equal numbers of donor and developing countries, with co-chairs representing each) in all CIF decision-making committees, and the consensus decision approach, was for the most part seen by interviewees as working effectively.  Interviewees reported that the committees were able to get things done in a pragmatic way, and government representatives were generally comfortable with the structure.   

To explore the problem space for ongoing learning, it is helpful to think of a spectrum running from formal equality on the one hand, to collaborative partnership and co-ownership on the other.  While noting valuable progress already achieved in moving away from a donor-driven paradigm, many stakeholders pointed to the need for the CIF to work out how to move farther to the right on this continuum.  Practical topics in this regard include:

· Approval processes:  Balancing the need for accountability with predictability and efficiency, in a way that, as one interview put it, results in “collaborative” rather than “intrusive” review.  Part of the challenge here is that the Administrative Unit is not tasked with a screening or review role, so the Committees themselves must do this.  What is the appropriate level of detail for Committee review of investment plans?  What are the distinct needs of various participants (proposing country, other country representatives, MDBs), and how can they be reconciled?  How can the approval process be streamlined?  Would a separate, simpler approval stream for smaller projects help?  There is now an experience base for review of these questions.  

· On the positive side, people noted that there are relatively few steps to project approval, that they are quick, and that the template of information needed is clear. It might be helpful to move further in this direction, and in particular to focus on predictable criteria. 

· Respondents reported variable levels of developing country engagement in Committee decision-making, depending on factors including country size and capacity.  What can facilitate engagement by each group of countries?  Preliminarily, interviewees identified keeping the discussions at the meetings at the strategic level, creating and taking advantage of opportunities for developing country leadership, and promoting dialogue and cross-country learning.  The October PPCR pilot country meeting was mentioned as helpful in this regard.

· While the relatively small numbers on the committees was viewed as valuable to their efficiency, concerns were expressed about how representative they could be, especially across the global south.  One strategy for addressing the need to engage developing countries more fully would be to facilitate south-south collaboration, but it was noted that there is no clear model for this.  

· The international political background in climate change is complex and delicate.  Respondents praised the Committees for their ability to make to make concrete, practical decisions without being trapped by theoretical or political disputes.  This was attributed partly to the technical orientation (financial or operational) of the people involved, partly to the small numbers, and partly to the ground-rules that set a boundary between the CIF and the UNFCCC process.  

· In general, interviewees pointed to the need to keep bureaucracy and administrative burdens at a minimum.  The Administrative Unit was seen as lean and responsive, but interviewees would like to see the CIF find ways of streamlining the operations of the Committees and the governance structure.

Questions for Stakeholders:

· Can you offer additional perspectives to further clarify the challenges the CIF face in governance and committee structure and to advance our understanding of the underlying issues?

· Are there experiences you can report that provide promising ways to address these challenges, ways the CIF could build on?  Any additional ideas that could be helpful?

Comments are welcome, by e-mail to CifAdminUnit@worldbank.org; they will be posted on the web at http://www.climateinvestmentfunds.org/cif/partnership_forum_2010.


C.  FINANCE AND FUNDING STRATEGIES

Stakeholders pointed to a variety of areas in CIF financing strategy where there are lessons or opportunities for lessons.  At this stage, theses are most simply summarized as a series of topics, some of them quite technical.

7.  Financing Topics

· Number and Selection of Country and Regional Pilots:  In yet another polarity or spectrum, there is on the one hand a desire to fund a diversity of pilots, in sufficient numbers to generate cross-cutting learning, but on the other hand a need to have enough available resources in each pilot to assure effectiveness.  The selection of country and regional pilots for the PPCR was done through an expert group, which applied specific vulnerability criteria to produce recommendations to the Sub-Committee.  This process is now being taken as a model for other CIF programs.  However, it is not clear how such a process could apply to topics where there is no analogy to issues of vulnerability.  A challenge here is to combine a demand-driven or bottom-up with the science-based model applied by the PPCR.  

· Resource Allocation Criteria:  Beyond pilot selection, there is the question of resource allocation – funding levels for the various pilots.  Here, an expert group process was not applied, and existing mechanisms seem ad hoc to interviewees, who suggested that clarifying allocation criteria and processes would be helpful as the CIF extend their operations beyond the initial phase.  Would the expert group process, or some variation, be useful in developing or applying resource allocation criteria, or is some other strategy needed?

· Additionality:  Stakeholders noted the understanding that funding for the CIF will be additional to Official Development Assistance.  The CIF are collaborating with the UNFCCC and OECD/DAC[footnoteRef:9] on how to track this concept in practice.  UNFCCC and OECD/DAC will take the lead in defining approaches to this question, while the CIF can contribute on-the-ground experience.
 [9:  Respectively, the United Nations Framework Convention on Climate Change (UNFCCC) and the Organization for Economic Co-operation and Development (OECD)’s Development Assistance Committee (DAC).] 

· Grants and Concessional Loans:  The CIF have again broken new ground in including concessional loans along with grants in a trust fund context, and this may present opportunities both for funders and recipients.  However, many interviewees expressed strong concerns about loan financing, especially in the adaptation and policy reform contexts, and there is also concern about technical complexity (including, for example, currency risk).  Other relevant factors include country financial and institutional capacity, direct revenue associated with the project being financed, and technical and financial risk.  On the other hand, initial feedback also suggests that the concessional loan terms can open up useful and flexible opportunities for attracting and leveraging private sector finance.  Beyond the private sector, measuring the concessional component of loans and linking this to mitigation costs was identified as an area for technical development.

· Pledges:  A variety of stakeholders stressed the importance of follow-through on funding pledges, in the CIF and more generally.

· Financial leverage: Leveraging other official finance and, notably, private sector finance are clear goals of the CIF.  What’s less clear is how such leverage should be defined and tracked, another area where the CIF may break new ground.

· Complexity:  This remains a concern for CIF financing structures, not a surprising one in light of the CIF’s ambitions.  Maintaining flexibility in financing options can help along these lines.

Questions for Stakeholders:
· Can you offer additional perspectives to further clarify the challenges the CIF face and to advance our understanding of the underlying issues?
· Are there experiences you can report that provide promising ways to address these challenges, ways the CIF could build on?  Any additional ideas that could be helpful?

Comments are welcome, by e-mail to CifAdminUnit@worldbank.org; they will be posted on the web at http://www.climateinvestmentfunds.org/cif/partnership_forum_2010.  


*   *   *   *   *

The challenges listed here did not arise by accident: they are fundamental to climate finance in its current phase.  The pragmatic, learning-by-doing emphasis of the CIF means that stakeholders are working and gaining traction on these challenges day by day; the CIF have embarked upon a learning journey.  I wish to thank those who spend time with me for offering their thoughts so generously; I also wish to extend my appreciation to all stakeholders in the Climate Investment Funds for the way you are, despite the challenges, working together to achieve results.  

Concluding Questions for Stakeholders:

· What do you see as the most important operational challenge for the CIF, the area where constructive action would make the most difference? 

· If you haven’t already done so, can you offer additional perspectives to further clarify that challenge and to advance our understanding of the underlying issues?

· Are there experiences you can report that provide promising ways to address the challenge, ways the CIF could build on?  Any additional ideas that could be helpful?

· Any further comments, ideas or suggestions?

Comments are welcome, by e-mail to CifAdminUnit@worldbank.org; they will be posted on the web at http://www.climateinvestmentfunds.org/cif/partnership_forum_2010. 
 
Thank you for your contributions.

James Radner
School of Public Policy and Governance
University of Toronto

APPENDIX

The material in this paper is gleaned from interviews, in individual or small group settings, with people from the governments and organizations listed below.  Perspectives were diverse; thanks are due to all involved for their frankness, insightfulness and constructive spirit.

Civil Society
ActionAid (USA)
Association for Defense of Nature – PRODENA (Bolivia)
Bretton Woods Project (UK)
CAFOD (UK)
CARE Nepal (Nepal) 
Federation of Community Forest Users, Nepal (FECOFUN) (Nepal)
Greenpeace International (USA)
International Union for the Conservation of Nature (IUCN)
Jeunes Volontaires pour l’Environnement (Togo)
RESOLVE (USA)
Transparency and Economic Development Initiatives (Nigeria)
World Resources Institute (USA)


Governments
Brazil
Cambodia
China
Costa Rica
Dominica
Haiti
India
Jamaica
Mozambique
Nepal
Saint Vincent and the Grenadines
Tajikistan
United Kingdom
United States
Yemen


Indigenous Peoples
Indigenous Peoples Representatives in Forest Investment Program
	(individual interviews to follow)

Multilateral Institutions
African Development Bank
Asian Development Bank
Caribbean Community Secretariat
European Bank for Reconstruction and Development
Inter-American Development Bank
International Finance Corporation
United Nations Development Programme (UNDP)
United Nations Environment Programme (UNEP)
World Bank

Private Sector
EcoSecurities
Frontier Finance International
World Business Council for Sustainable Development (WBCSD)
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