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1 Executive Summary

Introduction to the Stocktaking Review

The International Reconstruction Fund Facility for Irag ( IRFFI) was established in 2004 to
ensure coordinatedflexibleand swift donor responsir financing priority expendituresincluding
reconstruction activities, sector-wide programmes, investment projects, technical assistance
and other development activities. The IRFFI had two windows; the World Bank Iraq Trust
Fund and the United Nations Development Group Iraq Trust Fund . This was the first time
that the UN and the World Bank jointly managed a trust fund . As of December 2007, 25
donors had committed USD 1.84 billion, making it the second largest post-crisis MDTF.
Eighteen donors had deposited USD 464.6 million to the World Bank ITF to support 16
projects, while 25 donors had deposited USD 1.3 billion to support 141 UNDG ITF projects.

- OQwuUpl OPi PEEOUWOI PwEI xOUPUUwPkI Ul WEOUPEDXxEUI EwET |
The Donor Committee decided to initiate a multi -donor stocktaking exercise at its Fourth
Meeting (Dead Sea, Jordan, July 2005).The review was to provide an independent
assessment of the appropriateness, efficiency and effectiveness of IRFFI projects and to
determine whether IRFFI projects were (i) on track to achieve the intended results; (ii) being
implemented in an efficient and effective manner; (iii) providing value for money; and (iv)
identify lessons learned. The review was also asked to(v) assess whether the IRFFI provides
an effective mechanism for Iragis to engage with donors and for donors to meet Iragi needs,
and (vi) make a comparative assessment between the United Nations Development Group
(UNDG) Iraq Trust Fund (ITF) and the World Bank (WB) ITF as well as other methods for
delivering reconstruction assistance, in particular bilateral channels.

The methodology focused on the performance of individual IRFFI projects. A representative
sampling of 17 projects was chosen from the IRFFI portfolio: four from the World Bank ITF
and 13 from the UNDG ITF. The field study was conducted by eight independent Iraqi
consultants between March and June 20@, supported by a literature search, document
review and stakeholder interviews. The review also considered the extent to which the IRFFI
system or hindered project performance. The IRFFI was approached as anintegrated system
with four levels: National ow nership (Government of Iragi), strategic guidance and
oversight (Donor Committee), management and coordination (the Administrators) and
implementation (UN agencies and the World Bank). Successful project implementation was
not determined by the Administrat ors alone, but by the extent to which all stakeholders met
their responsibilities.

Achievements of the start -up phase

The IRFFI made significant achievements during its start-up phase, with the fund
established and operational in a timely manner:

1 The Joint Needs Assessmemtas conducted prior to start-up in 2003, providing a
programme framework in the absence of an Iragi-led recovery strategy;

1 The IRFFI was an effective mechanism for mobilising financial resources and broad-
based international politic al support: (i) the Donor Committee was established in a
timely manner, convening three meeting s in the first year, and (ii) donor deposits were
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also made in a timely manner. Donors met their pledging obligations throughout the
(1%%(zU0wbOx1 UEUDOOEOQWODPI T Ouw

1 The two Facilities were established and operational with in months. Both administrators
were able to deploy pre-existing programme and administrative systems; and

1 By December 2004, the World Bank had committed nearly all the initial ITF deposits to
approved projects, and the UNDG ITF disbursed USD 100 million during its first
operational year.

The scope of operations and governance structure were unique among postcrisis MDTFs.
The system linked ownership, strategic direction and oversight, coordination, a nd

the potential for complementary sequencing (UNDG ITF quick implementation and
combined PPUT wUT 1 w6 OUOE w teiGadus)( @itheUabiliy Qddtarget quick
implementation priorities while simultaneously building sector capacities; (iv) a
complementary programme tool kit (DEX and NEX implementation), and (v) providing
additional scope to the UN system for political governance and humanitarian affairs tied to
Security Council Resolutions. The UNDG ITF had the potential to support internati onal
initiatives focused on restoring the framework conditions for recovery; political governance,
reconciliation, the protection and promotio n of human rights, areas outside of the World
l EOOz UWOEOEEUI &

In addition, the IRFFI delivered an immediate politi cal good to all stakeholders;
participation and inclusiveness. The fund was established in a highly polarised international
environment. It was a pragmatic response to a high risk situation, in which direct
programming was both politically and physically d ifficult for most donors. The fund
provided a platform for dialogue, collaboration and for shifting the focus of international
efforts to recovery. Donors could participate regardless of their position on military action.
The IRFFI was able to play these ples as stakeholders perceived the fund as impartial,
owing to its administration by multilateral organisations. There was also a strong interest in
broadening participation in recovery activities. In this regard, the choice of a multi-donor
trust fund was driven as much by political necessity as aid effectiveness.

Confronted by Deteriorating Conditions

The achievements of operational startup were quickly undermined by deteriorating
EOCEPUDPOOUwWDOW( UE@OwbPT PET wUUEOI T O&rsl o) Refereréau O O U w |
(2003) were based on a set of assumptions about the conditions need# for successful
implementation; improved security conditions, political stability and the ability to place
personnel in the field, among others. None of these assumptions materialised as Iraq
experienced aserious escalation ofviolence and instability by the end of 2004 The violence
peaked in 2006 and only showed signs of real improvement in late 2007, four years into the
(1%%( ZU0UwOx1 UEUPOOEOWODI I

The fund, therefore, has been implemented in the midst of a high intensity conflict . It had to
address simultaneously the affects of the 2003military operations, ongoing violence and the
accumulated impact of two decades of violence, sanctions and isolation. Stakeholders
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entered into this situation without a clear political roadmap, consensus on recovery
xUPDOUPUDPI UwOUwi BRx1 UPI OETl wbpPUT WEW?UPOwWPDOEOP? w, #
any, recovery assistance programmes have been implemented under such extreme

conditions.

All aspects of programming were affected; from the ability to plan, communicate, move
inside the country and implement projects to maintain a management and oversight
capacity. The field study found that threats to personal security were real and omnipresent .
In particular, Iragi nationals working with IRFFI projects as employees or contractors were
vulnerable to targeted reprisals, in addition to being the random victims of political violence
or crime when moving in public places. For projects, the implement ation risk increased in
tandem with the deterioration of conditions. There was an imperative for the Administrators
UOWEEExUwWUT I PUwxUOT UEOOI UOWDOEOUEDOT wbpbUT w?2Ul OC
met three times instead of two during 2004 to support start up of operations.

The IRFFI showed a high level of technical flexibility and stakeholder eng agement during its
initial phase. However, weaknesses in the governance structure emerged early These
affected both the capacity of the fund to set strategic direction, as well as its potential to
broaden implementation capacity: (i) the Iragi Government had limited political and
DPOUUDPUUUDOOEOQWEEXEEDPUAWUOW?OPO? wlUT T w( 1%%( WEa wx UC
in the development and approval of pro jects. The UNDG ITF was particularly affected,
given its extensive use of the Direct Execution (DEX) modality, and; (ii) t he Donor
Committee did meet on a regular basis between 2005 and 2007, coinciding with the
deteriorating security conditions and the pe riod of time Iragi ownership was weakest. This
was in contrast to the high level of engagement during 2004 and diminished the
capacity and disengagement on the part of some donors created a leadership vacuum at the
moment when security conditions were at their worst.

In addition, there was no systematic effort to understand and use the comparative
advantages of the two Administrators. There was close and ongoing technical and
administrative cooperation , including through the FCC and within some sectors. However,

(i) United Nations and World Bank programmes were disrupted after the evacuation from
Baghdad. A significant amount of institutional effort went into regrouping in Amman as
well as adapting to the new programme environment; (ii) the loss of the Secretariat, which
would have been a common facility supporting synergies; (iii) there was no apparent
demand from the Donor Committee or the Iragi Government, and guidance or incentives to
support efforts; and (iv) both the United Nations and the World Bank preferred to avoid
x UOT UEOOI w Phd eefiek indy -have reflected higher order institutional tensions on
the role of the World Bank and the United Nations in managing post -crisis MDTFs.

Negative Perceptions of IRRFI Performance Emerge

Negative perceptions of performance appeared to dominate by 2007, particularly in relatio n

to the UNDG ITF portfolio. Inclusiveness, participation, expanding the role of multilateral

organisations and opening relations with Iraq were considered important achievements in

the polarised environment of 2003/4. However, one donor summarised later performance by
UUEUDPOT wUOTT w(1%%( w?PEUWEWT OOEwWw xOOPUPEEOW UOOOO!
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UUE ET Uddricéid dveraudriven by a knowledge vacuum; a perception that the quality of
UNDG ITF reporting was inadequate and that both Administrators were providing
insufficient analysis of the programme context and results. They related to unmet Donor and
Government expectations on the scope and quality of programme delivery (speed of
disbursement, flexibility of the modality, impact of IRFFI projects and donor visibility).
Donors and Iraqi officials stated they did not understand what the IRFFI had achieved and
where problems were being experienced. The emergence of concerns alsaoincided with the
apparent disengagement of some donors from the IRFFI process and a decline in the number
of Donor Committee meetings, which was an essential communications forum.

The significant amounts of available information in Administrator reporting and on the
IRFFI website did not translate into stakeholder knowledge, nor did it appear these
resources were used to their full potential. There was also little or no independent analysis
in the public domain to shape debate within the IRFFI, or provide stakeholders with an
alternative source of information. Frustrations mounte d over several years, and were not
addressed in a systematic manner until the Sixth Donor Committee meeting (Istanbul 2007).
( OUPEI wUT PUWYEEUUOOwWxI UET xUPOOUWEIT EEOI WEWOI awl «
appeared to have a causal effect; perceptionsbecome central to the forming of hypothesis or
judgements about performance that influenced stakeholder behaviour and decision -making.
The situation appears to have improved since 2007, with the revitalisation of the Donor
Committee and stronger Iragi par ticipation.

Findings on Performance of the IRFFI

'OUT wUOT T w4-#&WEOEWUT | we OUOEwW! EOOwxOUUI 00POUwbI
Satisfactory, the second highest of four ratings, with both portfolios showing goo d

ownership. There were important deficiencies with the effectiveness of the UNDG ITF.

However, there was also a clear trend towards the strengthening of programme systems

over time. Performance, therefore, was geneally stronger than perceived.

Rating

UNDG ITF

World Bank ITF

On Track to Meet Objectives
Efficiency

Effectiveness

Value for Money

National Ownership

Partially on Track
Acceptable

Moderately Satisfactory
Moderately Satisfactory

Moderately Satisfactory

Partially on Track

Moderately Satisfactory
Moderately Satisfactory
Moderately Satisfactory

Satisfactory

The International Reconstruction Fund Facility for Iraq (IRFFI) is making a

contribution to recovery in Iraq . There was evidence that the IRFFI serves as a point of

n important

engagement between the International Community, the Government of Iraq and the Iraqi
people. Most of the 17 projects reviewed showed a real and meaningful impact in the lives of
beneficiaries, and were making progress towards their objectives. Some projects
strengthened Government capacity and contributed to the medium-term delivery of
essential public services. The review did not encounter evidence of systematic corruption,
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and the level of transparency was good. These accomplshments were realised despite
extreme security conditions, which were unprecedented for an MDTF operation.

In addition to rapid sta rt-up, the review found the following accomplishments , among
others:

A high activity level despite poor field conditions, OUPOT wPhOwxEUUDPEUOEUWU
141 projects and USD 850 million in disbursements;

1 Broad and complementary portfolios, with significant p rogramme reach to address
Iragi recovery. The IRFFI worked simultaneously on urgent, short-term and medium -
term needs. Its reach extended from the sector and systems levels, down to specific
works at the community level. No other MDTF has had this scope or capacity;

9 Effective support to capacity development in Iragi institutions, including
strengthening the policy en vironment . These were more significant for the World Bank
ITF given: (i) its focus on implementation through government, and (ii) the fact that
almost half the UNDG ITF projects reviewed were quick impact or short -term service
delivery activities with limi ted capacity development objectives. However, the reviewed
noted UNDTF ITF contributions to health, irrigation, education and housing policy;

1 The delivery of tangible physical goods . These have beemappreciated by beneficiaries
and there was evidence from the field study that delivery has contributed to both
limited portfolio were contributions in the following sectors:

- Education, through the construction and rehabilitatio n of schools, provision of
essential learning materials and strengthening of the vocational education system.
These projects contributed to restoring education services and stabilising the system.
There was also evidence that the opening of schools contiE U UT EwU O w? DRUIOE OP U
situation in some communities.
- Restoring healthcare services, and strengthening the overall healthcare system and
policy fr amework.
- Some contribution in the areas of infrastructure (restoration of electrical generation,
pumping and irrigation).
- Short-term employment creation in a high unemployment environment.

1 A high level of transparency and risk reduction, through using the monitoring and
financial management systems of the Administrators and the website. The IRFFI
compared favourably to bilateral assistance in this regard.
11 TEUEOI UUOQwWUT T w(1%%(wi EUwOO00awxEUUPEOOawWOI Uwb

completion of the 17 IRFFI projects reviewed was delayed; by an average of 130 percent over
the approved duration for UNDG ITF projects * and 70 percent for World Bank ITF projects.?

1 Delays for UNDG ITF projects ranged between 30 percent and 450 percent.

2 Delays for World Bank ITF projects ranged between 60 percent and 90 percent, noting that the
World Bank ITF projects usually had longer implementation schedules .
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All projects experienced some combination of a change to their objectives and/or a change or
reduction in the scope of outputs. Projects related to infrastructure (water and sanitation)
were particularly affected.

Delays and reduced scope undermined the outcomes and value of money of IRFFI
projects. These were consequence oboth field conditions a nd deficiencies in the planning,
management and oversight of some IRFFI projects However, performance concerns must be
set in the context of larger framework conditions, placing emphasis on the IRFFI/MDTF
model as anintegrated system: Within this framewo rk:

1 The Government of Iraqg was not in a position to fully exercise its ownership of the
IRFFI, through leadership, policy direction and engagement in project approval. The
National Development Strateg{2005) was an important achievement, but could only
provide a technocratic framework that did not solve the deeper problems of political
instability. State institutions had significant security, political and capacity constraints on
their ability to act as effective counterparts. For the UNDG ITF, institution s also had
difficulty absorbing and maintaining some project outputs;
1 The Donor Committee did not provide adequate strategic guidance or oversight
during the period 2004-2007. Robust engagement was needed to offset limited Iraqi
ownership and respond to d eteriorating security conditions. The Committee did not
meet on a regular basis, or provide sufficient guidance on the strategic orientation of the
IRFFI and the appropriateness of some activities in light of conditions. In the absence of
such engagement, risk and responsibility was shifted to the Administrators whose
mandate was not suited for the task;
T 37T 1T w(1%%(zUwi UOOwxOUI OUPEOQWUOWEEEUI UUWEWEUOEE W
by the lack of coordination between the two facilities.  Without a coherent effort to
identify the distinct contributions that could be made by the World Bank and the United
Nations, the IRFFI did not develop the synergies needed to work across the
requirements of building state institutions in the medium -term, while at the same time
addressing the urgent and short-term needs of recovery. This point is made noting that
there were initiatives within the individual portfolios aimed at bridging the gap ; and
1 Weakness in project -level reporting created a planning and credibility  problem for
the UNDG ITF . Reporting has been narrative, and focused on the technical dimension of
activities and outputs. The result was a significant amount of narrative information that
meets the requirements of transparency. However, it was not readily accessible to
UUEOI T OOET UUWEUwW?000POI ETT 2 wEEOUUOWUT T wUPUUEUD
decision-making. For the UNDG ITF, there also appeared to be a reluctance to deliver
PEEEwWOl PU?> wOOWEOOOUUOwWPT PET wUOET UOPréporhgix I UET x U

The IRRI experience also reveals accountability gaps in the UNDG ITF model.  Potential
conflicts of interest in the Cluster system were addressed by adopting Outcome Groups,
with independent participation. However, accountability remains inc  omplete. Responsibility
moves wholly to individual agencies after project approval. There is no central point in the

UNDG ITF system with authority for oversight and quality control. While the Steering
Committee has final authorisation to approve projects , it had no means to assure the quality
of implementation or to follow up on issues of concern. This creates a problem of
responsibility without the means to meet related obligations. Without system -level UNDG
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ITF oversight and/or limited independent monito ring, an element of accountability was
absent.

1.1 Lessons Learned

Multi -donor Trust Funds are a best practice in complex post -crisis situations, offering
advantages over bilateral assistance. Based on the experience of the IRFFI, MDTFs can:

1 Rapidly mobilis e financial and political resources for recovery objectives, combining the
interests and needs of a broad stakeholder group;

1 Serve as an impartial platform for engagement in recovery efforts, in what are often
politicised environments;

1 Reduce the political and implementation risk for donors and Government, through the
pooling of efforts;

1 Develop a common policy approach among donors, reducing fragmentation in the
overall recovery portfolio and reducing the number of conflicting messages sent to
Government;

1 Achieve rapid start up of programmes, using the pre -existing capacities and experience
of the Administrator(s);

1 Ensure stable and predictable funding to recovery priorities, enha ncing planning for all
parties;

I Reduce transaction costs on the host Govanment; and

9 Offer a high level of transparency, accountability a nd reduction of corruption risk. For
host-Governments, there is evidence that information on MDTFs is more easily
accessible that from other sources, improving planning potential.

MDTFs are in tegrated systems. Their performance depends on the quality of inputs and
participation of stakeholders at each level of the system ; Ownership (Government),
governance (donors) coordination (all stakeholders) and implementation (Administrators).
The efficiency and effectiveness of the overall system will be affected when the quality or
participation is lacking at any one of these points, including the quality and timeliness what
an MDTF ultimately delivers to beneficiaries.

Post-crisis MDTFs require a h igh level of engagement from Donors and the National
Government. MDTFs need robust strategic guidance and oversight from donors and
Government. Greater responsibility will fall on donors to provide that guidance if
Government is still consolidating at t he moment when the MDTF is established. Where
neither donors nor Government are providing adequate guidance, risk and responsibility
are effectively transferred to the Administrators. However, as the implementing agents
Administrators are not well suited for this task. They can provide input for decision -making,
but should not be expected to assume responsibility for the principle stakeholders on whose
behalf they are working.

Performance expectations must be realistic . The performance expectations of donors dd
not appear to change once conditions deteriorated. Also, perceptions of performance were
often driven by disbursement rates. Expectations need to be carefully managed, and be
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consistent with operational realities. Effective communication and analysis fr om
Administrators is essential.
3TT w?2UPOwPDPOEOP? w, #3%WOOEI OwEE OwU kctisis Apdds thdl O WE WE U «
if the United Nations and the World Bank were administrating as the sole agent. The
experience of the IRFFI reveals a fundamental tension® Ol 1 Ul OUw DOw OEOaw x OU
UPUUEUDPOOUOW pP AW T OPwUOwWOTI T OwUTT wobOT 1 Ul UOWET EC
T OYI UBEOGET wxUOEI UUIl UWEBEWEDYDOWUOEDI UaOwpki POT wl
needs for core public services and meeting pgular expectations for improvements in daily
life. The IRFFI had the tools to accomplish these tasks, in a manner not found in any
xUl YPDPOUUwW, #3%06 w3l EQwUI 1 Ul wUaol Ul bl Uwpki Ul wOOUWET Y
EQEwi i 11 EUPYI Ol EWwwL] GBWA Uwedd FOGUOEEFE | wEEUT EwOO06 ww
1 A coherent effort at the institutional level to define the respective contributions of the

World Bank and the United Nations, and how these can be coordinated within an MDTF

operational structure; and

1 Oversight from donors and Government, ensuring that their operationalisation is
demand driven.

Crisis -affected environments require robust management and monitoring systems.
Programming in conflict -affected situations is high risk, and management intensive.
Performance and outcomes need to be constantly monitored, not only to reduce
implementation risk but equally important to ensure there is a feedback loop into decision -
making. There will be trade -offs with speed of implementation and costs that can be
balanced, but must also be accepted by stakeholders. Projects based on unrealistic objectives,
assumption and timelines, inadequate planning or understanding of the context and
motivated by implementation pressure produce inferior outcomes.

The MDTF model used by the Uni ted Nations system requires modification to: (i) reduce
potential conflicts of in terest in project approval, and; (i) create a central management
point with final accountability for quality and performance. The UNDG ITF has taken
effective steps to reduce potential conflicts of in the project approval process through the
introduction of Sector Outcome Groups, which can b e considered a best practice Within the
current model, the role and accountability of the Steering Committee and the Steering
Committee Chairperson needs to be clarified and strengthened.

Large scale, complex and visible MDTF infrastructure projects have heightened risk in
the midst of ongoing conflict. Experience in other MDTF countries (Sudan and Timor-
Leste) indicates that these propcts are difficult to manage in limited state capacity
environments, even when the security environment is permissive (Scanteam 2007).
However, the combination of limited capacity, ongoing violent conflict and distance
management faced by the IRFFI further hinders implementation. The approach of the
Community Infrastructure Project appears more effective; risk reduction through small scale
works targeted in relatively stable areas. A complement would be to focus on building
institution capacity for quick st art up when conditions stabilise more broadly.

1.2 Recommendations from the Main Report
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1. Individual d onors should review their procedures and practices to ensure they are
consistent with the principles of pooled funding modalities. Donors should also take
st xUwUOwUI EVUET wi EUOEUODPOT WEOEwWxUI i1 Ul OEPOT wbOw

2. The United Nations and the World Bank should undertake a joint review to define
options for collaboration w D UT D OwWE w ? U b O w bTheddpdbdtional fodtS stabild
be placed on acoherent strategy to simultaneously strengthening state capacity while at
the same time meeting the shortterm and urgent needs. The review should also identify
gaps in the current legal, financial and administrative framework that inhibit joint action,
and develop an action plan for their resolution. The findings should be offered as a
framework for establishing future MDTFs.

1.3 Recommendations from the Project Performance Reviews®

General UNDG ITF Quarterly Reports (Project Fiches) should be current and

Recommendations complete, using information that is fully consistent with the official
six-monthly reporting. The reports should be discontinued if the
UNDG ITF does not have the capacity to maintain this standard.

The UNDG ITF Steering Committee should direct the Steering
Committee Support Office to conduct a summary review of all
projects approved under the UNDG ITF Fast Track procedure. The
review should identify projects that may not be in compliance with
Fast Track objectives or procedures, and which require a full
assessment. The UNDG ITF Steering Committee should take
ExxUOxUDPEUI wEUDOOwWUOwWI 6600 PwUx
The World Bank ITF and the UNDG ITF should convene an IRFFI-
level meeting to discuss operational performance in the WATSAN
sector. The purpose would be to identify lessons learned for
improving performance of IRFFI projects in their final
implementation phase.

AS-17 Project A5-17 should clarify and implement a strategy for
sustainability before completion, including an exit strategy for
UNIDO and the FAO.

B1-06 UNICEF should conduct an internal review of project B1 -06 to ensure
that project results are accurately reported, internally and in the
4 - # & 7 UModtBiyreporting to donors. The review should include
a revised assessment of the quality of new constructed and
rehabilitated schools.

B1-14 Any future UNESCO support to the vocational training system
should ensure that management responsibilities are transferred from
UNESCO to the Ministry as capacity strengthens, and that the project

3 The recommendations are summarised from Volume Two.
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has aclear capacity building strategy.

C9-10e The UNDG ITF Steering Committee should conduct a review of C9-
10e to determine whether the UNDP made appropriate use of the
Fast Track mechanism, including being in compliance with Fast Track
and project extension procedures. The Committee may use a third
party to conduct the review.

E3-06 UNDP should revise its reporting to the IRFFI, ensuring that
reporting reflects the actual operating status of E3-06 Outputs and a
full accounting of the problems encountered during implementation.

UNDP and Iragi Government stakeholders (ISRB, Ministry of
Municipalities and the Basra Governorate) should review E3-06 to
ensure completed works are not being held up as a result of lack of
capacity, resource allocation for operations or as the result of a
political dispute.

E4-07 Project E407 should be the subject of an independent evaluation,
commissioned by UNDP but with oversight from the UNDG ITF
Steering Committee. The Terms of Reference should include the full
range of performance and contracting issues cited in the E407 Project
Performance Report, and include access to information on contracting
arrangements.

Final Report: Volume One i Main Report T 107



2 Introduction and Background

OwhbUOUw%OUUUT w, 11 UDPOT OwUT T w(1%%( w#O000&mutidOo0DPUUI
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independent assessment of the appropriateness, efficiency and effectiveness of IRFFI
projects, focusing on lessons learned and identifying corrective actions. A Steering
Committee comprised Canada, the European Commission (EC), Japan and the United

Kingdom was formed to manage the process.

The Terms of Reference for t&tocktaking Review of IRFFI Supported Project and Programmes
were finalised in October 2007, with the review beginning on 21 January 20084 The
objectives of the review were to assess:

1 Whether [the programmes and projects implemented by the UNDG ITF and the World
Bank ITF were] on track to achieve the intended results as outlined for the IRFFI
programme;

1  Whether programming is being implemented in an efficient and effective manner;
1 Whether programme investments provide value for money;

1 The extent to which the IRFFI provides an effective mechanism for Iragis to engage with
donors and for donors to meet Iraqi needs; and

9 Lessons learned for future IRFFI operations, and for other trust funds.
In addition, the review was asked to provide a comparative assessment between:

9 The two funds that constitute the IRFFI, the United Nations Development Groups Iraq
Trust Fund (UNDG ITF) and the World Bank Iraq Trust Fund (WB ITF); and

9 Other methods for delivering reconstruction assistance and capacity development
programmes to Iraq, in particular through bilateral channels.

The review was to build on previous ev aluations done by the World Bank and the United
Nations:

1 The first independent review of the UNDG ITF was conducted by Pricewaterhouse
Coopers, and released in January 2007 by the UNDP Office of Audit and Performance
Review; and

1 An independent review of t he World Bank ITF was conducted by Development
Alternatives (March 2006).

These reports focused on the adequacy and appropriateness of processes established under
IRFFI. However, the Donors Committee was concerned that a knowledge gap existed at the
project level, particularly regarding the performance and outcome of projects.

Finally, the review was asked to make recommendations to improve IRFFI operations.

* The Terms of Reference for thelulti-donor Stocktaking Review of IRFFI Soped Projects and
Programmesre included as AnneX.
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However, two years passed between the decision to conduct the review and its inception.
The IRFH programme was well into its implementation phase by January 2008, and the
scope for useful recommendations specific to IRFFI operations was limited. Eight-five
percent of total funds were allocated as of December 2007. There was no indication from
donors that significant new contributions would be made prior to the anticipated closure of
the trust fund arrangement. Also, important changes occurred to both the structure and
orientation of the IRFFI between June 2004 and June 2007. Among other events:

9 There was a gradual evolution within the IRFFI portfolio, as the situation on the ground
changed, lessons were applied and systems strengthened;

1 The Sixth Donor Committee Meeting held in Bari, Italy (October 2007) identified priority
areas for programming, and the Seventh Donor Committee Meeting in Baghdad (July
2008) discussed a neatterm deadline for final approval of new projects, after which no
new projects would be considered;
¢ wUlYPIPwoOl wiOTlT T w(1%%(zUw31 UOUwWOT w1l il th OEI wpl
changes to the governance structure being approved at the Sixth Donor Committee
Meeting (October 2007). These focused on strengthening Iragi ownership and aligning
the IRFFI with the International Compact for Iraq (ICl);

1 The International Compact for Iraqg has become the primary forum for Donor
Coordination and support to Iraqi recovery and development, with the IRFFI integrated

1 The UN and the World Bank are strengthening their presence inside of Iraq as conditions
improve . The two organisations also signed a Partnership Framework agreement in 2008
aimed at strengthening their collaboration within joint funding modalities ; and

1 The UNDG ITF Cluster System has been restructured, responding in part to the
recommendations of a Pricewaterhouse Coopers review (2006) and changes resulting
fUOOwWUTT wUl YPITPWOT wUOIT T w(1%%(zZUw3l UOUwWOI wal il
ownership in the decision -making process and addressing conflict of interest concerns
within the Cluster System. T he effectiveness of the new Outcome Groups system had not
been established at the time of the field study.

Accordingly, the emphasis was placed on performance and outcomes at the project level, as
well as identifying lessons learned for application to f uture Multi -donor Trust Funds
(MDTF) arrangements. It was agreed the Stocktaking Review would also make
recommendations where appropriate to the final phase of IRFFI operations.

2.1 Methodology

The methodology for the Stocktaking Review was outlined in ScanteE Oz Uw U1l ET OPEEQuwx U
(October 2007), and confirmed in the contract between Scanteam and UNOPS (January

2008)> Some adaptations were made during the course of the review, in response to field

conditions and the requirements of risk mitigation.

® For brevity, the full methodology and observations on its use are presented inB\nnex
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Project assessments were based within the Logical Framework standard to each IRFFI

project. Both the World Bank ITF and the UNDG ITF used frameworks consisting of

objectives, inputs, activities, outputs, performance indicators, outcomes and statements of

key assumptions and risk. The review used OECD Development Assistance Committee

(DAC) definitions, given their broad acceptance in the donor community (OECD DAC 2002):

q Efficiencyp Uw? EwOIl EUUUIT wOi wi Obwli EOOOOPEEOOawUl UBUUEI

| Consideration of efficiency focused the delivery of project OutputsO w ? gboiductsy capital
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The OECD DAC does not have a definition of value br money,nor did the review find a

definition in the development community that had broad acceptance. Based on available

EI i POPUPOOUOWUIT T wUl YDI b wd@ban thetatdl valueEofurdeviel@phéntui O U w

intervention, including cost effectiverss, benefits to stakeholders and relevance to priorities, in

relation to alternativesThe methodology used the combination of:

1 A literature search for IRFFI-related materials, conducted by a research librarian. The
search focused on literature available in the public domain, rather than from IRFFI
sources;

1 Document review, data gathering and analysis from existing IRFFI sources. The review
was conducted by Scanteam, with a focus on supporting the field study and comparative
analysis. It included a signif icant amount of project-related documentation; ¢

9 Verification and additional data gathering and analysis through field study in Iraq, using
a representative sampling of seventeen IRFFI projects: four projects from the World Bank
ITF and thirteen UNDG ITF projects;

i The field study was conducted by eight independent Iragi consultants, under the
supervision of Scanteam and with support from the UNDG ITF and the World Bank ITF.
The Iraqis worked in two -person teams, based in Mosul (Northern region) Baghdad,
Karbala and Babil (Central Region) and Basra and Digar Southern region);

1 Interviews with stakeholders in the Government of Irag, seven donor agencies
represented on the Donor Committee, officials from the two Administrators (World
Bank and United Nations) and eleven United Nations agencies;” and

1 Consultation with stakeholders on initial findings, including a presentation to the
Seventh Donor Committee meeting in Baghdad, 7 July 2008, before finalisation.

® A complete list of the Documents Consulted is included as ABnex

" A complete list of the persons interviewis included in Anneg.
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The methodology focused at the project level, build ing upward to examine how the IRFFI
system contributed to implementation and results. The IRFFI was approached as an
integrated system with four levels: National leadership (Government of Iraqi), strategic
guidance and oversight (Donor Committee), management and coordination
(Administrators) and implementation (UN agencies and the World Bank). Successful
implementation of individual projects was not determined by the Administrators alone, but
also by the extent to which stakeholders met their responsibiliti es and the quality of their
inputs and participation. 8 There was a causal relationship, therefore, between the
performance of the portfolio and:

1 The systems of the two Administrators, including those established by the UNDG ITF to
process and approve projects;

1 The Facility Coordinating Committee (FCC), mandated to ensure coordination and
conformity between the World Bank and UNDG facilities;

1 The Donor Committee, mandated to provide strategic guidance and oversight; and

1 The Government of Irag, noting that the relationship between the IRFFI and the
government extends from engagement at the Donor Committee down through national
and sub- national levels of government throughout the country.

Two risks to completion were identified in the inception process, with the main risk being
security; the personal security of the Iragi Consultants and the affect that security conditions
might have on access to projects sites and informants. The second risk related to the
methodology was the ability of the consultants to wo rk with the data gathering tools. Four
risk mitigation steps were built into the methodology:

1 The Iragi consultants had final authority to decide whether site visits presented an
unacceptable personal risk. Visits were subsequently changed or cancelled on four
occasions;

1 The consultants were selected to work in two-person teams. Doubling up allowed the
review to combine different professional skills for relevance to the projects. It also
enhanced personal security during field travel and the possibility th at at least one
consultant would be able to attend workshops outside of Iraq;

1 The review began with an orientation workshop for the Scanteam and Iraq consultants,
to build consistency in the team and methodology;

1 The first field study was conducted as a pilot, allowing the review team to assess its
performance and relevance of the methodology after one project; and

1 A supplementary workshop was added after the pilot phase, to provide additional
orientation to the data gathering tools.

2.2 Projects Reviewed

8 The approach was based on the findings of two previous Scanteam assessments of the IRFFI (2006 and 2007).

Final Report: Volume One i Main Report T 147



The reviewed assessed a total of 17 projects, one more than the original target of 16 projects.
The criteria for selecting projects were intended to ensure that the review portfolio included:

1 A representative sampling of IRFFI projects, from both the United Nations and World

Bank administered facilities; and

1 Projects with elements which were comparable between the United Nations and World
Bank facilities, and with bilateral assistance programmes.

The final composition of the portfolio included:

1 Thirteen projects from the UNDG-ITF portfolio of 123 projects, representing ten percent
of the total number of approved projects; and

1 Four projects from the World Bank ITF portfolio of 16 projects, representing 25 percent

of the portfolio.

The total dollar value of the projects reviewed was approximately 30 percent of the 31
December 2007 value of the IRFFI portfolio?

Table Two: List of Projects Reviewed

Project Implementing Value Date of Approval and
Agency (USD Completion
millions)
Household Survey and Policies for Poverty | World  Bank 6.6 Dec 2006 pending
Reduction . ITF closure June 2009
Water  Supply, ~Sanitation, and Urban | \orld Bank 110 Dec 2004 pending
Reconstruction ITF closure Dec 2009
Emergency School Construction and World Bank 60 Oct 2004 pending
Rehabilitation Project ITF closure June 2009
Community Infrastructure Rehabilitation World Bank 20 Dec 2004 pending
ITF closure Dec 2009

A5-02, Improvement of Water Supply and FAO 25 July 2004 pending
Drainage Through the Rehabilitation of closure Dec 2008
Pumping Stations
A5-17, Community Livelihoods and Micro- | UNIDO/FAO g g May 2005 pending
industry Support in Rural and Urban Areas of closure Feb 2009
North Iraq
B1-06, Strengthening Primary & Intermediate | UNICEF 34 May 2004 and closed
Education; Phase 1 June 2006
B1-12 Strengthening Primary & Intermediate | UNICEF 16.23 Nov 2004 and closed
Education; Phase 2 Dec 2006
B1-14, Revitalisation of Technical and | UNESCO 3 July 2004 and closed
Vocational Education (noting projects B1-01 Sept 2007
and B1-28)
B1-24, Provision of Learning Materials for | UNICEF 18 Sept 2006 and closed

Primary Level Students

Oct 2007

° Complete information on the project selection criteria and process are found in Annex B on Methodology.
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C9-10e, Involving the Iraqi Media and | UNDP 14.6 May 2005 pending

Journalists in Covering the Constitutional closure Oct 2008
Process

D2-03, Support to Primary Health Care | wHO 37 May 2005 and closure in
System June 2008

E3-01 Rehabilitation and Medium-Term | yNICEE 21 May 2004 and closed
Interventions in Water and Sanitation in the Dec 2006

Southern Governorates

E3-06, Rehabilitation of Water and Sanitation | ynDP 5 Dec 2005 and closed
Systems in Southern Iraq April 2008°

E4'07, Rehabilitation of the Mosul Gas UNDP 18 June 2005 pending
Power Station closure Dec 2008
E4-16, Strengthening Capacity of the | yN Habitat 24 Dec 2006 pending
Housing Sector (noting E4-04) closure Oct 2009
F5-08, Support to | radg{uyNHCR 2.7 Jan 2007 and closed July
and Local Authorities and Civil Society 2007

Organizations in Developing a Draft National
Policy and Addressing Displacement Needs
and Gaps*

*Indicates projects reviewed in the pilot ph ase.

There were two changes to the review portfolio. It was not possible to review project G11-14,

Institutional Developmentt Organizational and HR Capacity Building for the IECI/IHE@ven

field conditions. This is an unfortunate gap given the significant support to electoral

processes that the IRFFI has provided through UNOPS. Documentation indicated that this

support played a central role re-establishing the UN presence in Iragi. At the same time, the

reviewed decided to include project Bl-rul w UQwW EUUTI UUw4- (" $ %z UwxUOT UI
phases of school construction.

2.3 Limitations of the Review

Review activities were negatively affected by the security situation, particularly an
escalation of violence in April and May 2008, which coincided with the main field study.
Violence limited access to three projects, resulted in two projects being deselected, one
review location being changed and contributed to delays in completing the studies. With at
least four projects, the field study teams did not have access to beneficiaries. In other cases,
the teams observed that informants did not speak freely or their responses were conditioned
by fear; not of criticising a project but a reaction to living in a situation of pervasi ve violence.
The field study teams did not have access to the International Zone (Green Zone) in
Baghdad, where important ministries were located.

In addition, the field study had:

1 Difficulty with communication between the field teams and Scanteam, resul ting from
limited internet access during power outages, poor phone coverage, military operations

% project closre stated as 30 April 2008 in the documentation. The actual closure date may vary.
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and personal security concerns (using English on the phone in the presence of others).
An additional consultant based in Amman helped facilitated communication ;

9 Difficulty entering Jordan for the Iragi consultants. Two were detained and repatriated
to Irag by Jordanian officials . Another was detained and released after questioning. The
experience appeared common for Iragis involved with IRFFI projects on enteri ng Jordan.
The final meeting was held in Istanbul, Turkey, to avoid further visa problems;tand

91 Higher than anticipated management and coordination requirements , in response to
difficult field conditions .

The methodology was designed as a representative sampling of the project portfolio.
However, the sampling was more limited than the project numbers suggest. Thirteen of the
17 projects were composed of multiple activities, implemented at a national or sub -national
level (multiple municipalities and/or G overnorates) and spread over a large geographic area.
The review had the capacity to visit a random sampling of the project sites, usually three to
five, in one geographic area (North, Baghdad, Central and South). In this regard, the review
provides a snap shot that could vary by region and conditions, although the findings
suggest performance of management systems was consistent across the projects.

2.4 Acknowledgements

The Review Team was privileged to work with Iragis from all levels of society and the
Government, and with officials from the donor community, the United Nations and the
World Bank. Many participated under difficult conditions, including an element of personal
risk for those inside of Iraq. Despite these obstacles the review received the ful and open
support of most stakeholders, for which Scanteam expresses its gratitude.

Scanteam would like to acknowledge the work of the eight Irag consultants who conducted

Ul 1l wi Pl OEWUUUEad w»uOUwUl EVUPUaAwWUIT EUOGIVRE BEADE wWEUwU
included in the report credits. They worked under difficult conditions, often at some

personal risk. The consultants faced particular personal hardship during the military

operations of April and May 2008, and yet completed their field assignme nts. Alyaa Amer

provided essential support for logistics, communication, interpretation of the Iragi context

and feedback on projects. In addition, the review team acknowledges the perspectives that

Khalif brought to the drafting process.

Despite the high quality of these inputs, Scanteam is solely responsible for any errors or
omissions. The views expressed in the report are solely those of the authors, and are not
necessarily the position of the members of the Donor Committee, UNOPS or any of the
stakeholders.

1 UN and World Bank informants advised that detention and repatriation of Iragis is a common occurrence
affecting projectsThe effect of project activities, such as miag and planning meetings between Iragi and
UN/World Bank officials, is highly disruptive.
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3 Structure and Objectives of the IRFFI

The Stocktaking Review did not conduct a comprehensive analysis of the situation in Iraq
during the period 2004 to 2007. The following issues and trends were summarised from the
documentations, interviews and the field study. The summary is intended to situate the
IRFFI, and describe factors in the programme environment affecting implementation and
outcomes.

The IRFFI was an early multi-donor trust fund, and remains the only MDTF jointly
administered by the U nited Nations and the World Bank. Officials designing the IRFFI had a
limited number of MDTF examples to draw on. In addition, the circumstances surrounding
the creation of the IRFFI were unique. Other post-conflict MDTFs have been linked to: (i) an
established peace agreement or a transition process, usual with UN Security Council
recognition (Sudan, Timor-Leste, Nepal, Sierra Leone, Great Lakes Region of Africa and
arguably Afghanistan), or (ii) a post -crisis recovery led by a the national government
(Indonesia PostDisaster Fund in Aceh). In these cases the key stakeholders were known and
engaged, there was a political framework, a minimum level of consensus on recovery
priorities and field conditions were relatively permissive, allowing for an internatio nal
presence.

None of these conditions existed in Iraqg, creating significant planning challenges. The
framework for transition was unclear when the IRFFI was being established. Irag went
through a complex and multi -phased transition process after 2003, lading to the 2005
Constitutional Referendum and confirmation of an elected government in 2006. Political
conditions continued to be fluid into 2008. The IRFFI, therefore, could not be designed in
relation to a peace instrument, pre-existing political agreement or defined transition
framework . Programme development relied on the United Nations and World Bank Joint
Needs Assessme(2003), which broadly outlined needs but not priorities and sequencing,
until the Iragi National Development StrategyNDS) was approved in mid -2005. While
successive Security Council resolutions provided a broad mandate, the boundaries for
international action were shaped by the dominant position of the United States.

As two additional points, the review noted:

1 There was limited possibility to coordinate security strategy and IRFFI recovery
activities, as might happen within the framework of UN -mandated peacekeeping
operations; and

1 The UN and the World Bank did not have a pre -existing model on which to design their
cooperation, and as of September 2008 there was still no global agreement to facilitate
interoperability of their systems in an MDTF context. 12

The IRFFI was implemented into an unstable and high risk programme environment. There
was evidence that the situation in Iraq i mproved during 2008, creating more permissive
conditions for IRFFI projects. The reports of the Secretary General to the Security Council for

12 A Partnership Framework Agreemenss signed between the United Nation and the World Bank in October
2008.
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security situation across Iraq... both the frequency of violent incidents and casualty figures
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fragility of gains, both Iragi and international informants were optimistic about the future.

Among oth er points noted, there has been:

1 A marked reduction in violence from the peak levels in 2006, both in terms of the
number of incidents and casualties. Changes were attributed to a realignment in the
underlying strategic relationship between the main com batants, leading to optimism that
levels of violence would continue to decline; 13

T / OOPUPEEOWEEEOOOOEEUPOOWET UbPI | Ow( UEGZUWOEDPOWEO
issues. As with security, informants attributed improvements to a realignment in the
dynamics of political competition that created incentives to participate in the political
process;
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assistance, and to develop national policy frameworks, implement programmes and
deliver basic services;
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multiple sources of violence to what we saw ass Ul EOOE wOUE htlhe time I.JE O OU
the return of refugee and [internally] displaced people, strengthening [UT 1 w QUEUOT z U
capacity to deliver public services, dealing with unemployment and just finding ways to
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1 Modest improvements in the humanitarian situation, with limited new displacement
and evidence that some IDPs and refligees are returning home;

1 Improved economic conditions. GDP growth was estimated at between 6 and 7 percent,
contributing to an increase in government revenues. The Economist Intelligence Unit
P$ ( 4 Aw? | OU lakcaubt Surpiiges .U fo @iden to USD 23 billion (33% of GDP) in
2008, before narrowing slightly to USD 21 billion POw | YYN?2 wepl YYWow!| Aw bB
reporting that increasing revenues in the 2008 budget make room for sizable [public]
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BUN OC HmadHumanitarian Updatdor October 2008eported that rates of violence had dropped by 75
percent compared to m@D07 (October 2008). An article in the September/October 2008 editiBorefgn
Affairs cited an 80 percent decline in overall violence between 2006 and 2008, including a 90qeiteatn
deaths related to sectarian violence (2008).

14 Comment of an Iragi government official interviewed.

5 These forecasts were made during a period of rising energy priceswillhegve beerrevised in light recent
price declines of over 6fercent, from highs of over USII0 abarrel in July 2008 to the USID a barrel range
by November 2008.

16 Comment of an Iragi Government Official
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1 A decline in the requirement for international financial assis tance. Many now

revenue scenario. The state still had limited capacity to convert revenue growth into

public goods or services, leaving Iragis unable to fully benefit from the record oil prices

of 2007/8. Informants (Iragi and international) observed there will be a continuing need

for international technical assistance into the future.
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under extreme conditions. Between 2004 and 20078, Iraq experienced a period of high
intensity conflict, political instability and humanitarian crisis. At its peak in 2006, the
21 EVUI UEVUawé&l Ol UEQwUI xOUUI E w? E w,inBurgénd and® terfofis wUD U1 w
attacks and criminal activities... growing militia activity has lead to further destabilisation 6 2 w
The Secretary General noted thehigh level of displacement and civilian casualties were
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violence...overshadowed the political and reconstruction efforts led by the Iragi Government
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their impartial standing or humanitarian purpose (S/2004/625: para. 5). Movement inside
Irag was heavily restricted. National staff was also the targets of reprisal for their
cooperation with international organisations. Inf ormants also noted that the UN system had
a significant challenge in adapting its programme structure from the requirements of the Qil
for Food programme, to managing its post-2003 Security Council mandate. The problem of
organisational transition was exacerbated when both the UN and the World Bank had to

management model for the IRFFI, which was a significant operational disruption.

The analysis, therefore, described a fragmented caunty. Political instability and dysfunction
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layers of violence; international military intervention, regional dynamics, political

competition, sectarian violence, insurgency based within Iraq as well as internationally

inspired and supported, and criminal violence - organised and common. Stated one
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know what the reasons are. A neighbour was killed in his home. Was the motive political,
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Reporting showed a general decline in indicators of human well being and a growing

humanitarian crisis during this period. The UNHCR estimated over two million Iragis were

internally displaced by mid - 2007, with another two million living mainly in neighbouring

countries as refugees!” IDPs and refuges accounted for almost 20 percent & the total

U N H C RZiobal Report 200puts the number of Iraqgi IDPs at 2.4 million and refugees at 2.2 million (2007:
306- 307).
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percent of Iraqi professionals had left the country as a result of the violence.

Iraq was already in a process of long-term decline before 2003 When military action took

place, it compounded the effects of the Iran-Irag War (1980 1988), the first Gulf War (1990),

thirteen years of UN-backed sanctions (1990 2003) and extended isolation from the

international community. The decline in most aspects of Iraqgi life between 1980 and 2003

was well documented in the United Nations and World Bank Joint Needs Assessmd2003).

According to lIraqgi officials, the country stopped inves ting in infrastructure and public

services at the start of the Iraglran war. By 2003, it had a larger and younger population,

using a war-damaged and deteriorating infrastructure designed for 1980 population levels.
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investment in infrastructure or services for twenty years... everything was a priority and

needed to be done immediately. We had only a fraction of the resources and capacity

Ol 1 E1EB8~> w( O OU O EED testrictiBriidd he taOHet) @ techr®dlogy, expertise

and knowledge into Iraq, which left government systems and public services antiquated.

Into this situation the IRFFI was created. No other post-crisis trust fund has been

implemented under such extreme security conditions, or in the absence of a national

political framework.

3.1 Objectives of the IRFFI

The original Terms of Referenapl YYt+ AwUUEUT wUOT EQwUOT 1T w? OENI EUDYI
coordinated flexible and swift donor responsdor financing priority expenditures including
reconstruction activities, sector-wide programmes, investment projects, technical assistance
EQEwWOUT 1 UwET YI O OxaAlset®dUapetafing Prividipled etk embedded in the
post-E OOI OPEUWUPUUEUDPOOU?> 6 w311 wxUPOEDxOI UwUUEUT wlT I
1 Contribute to the recovery of Irdigpm the 2003 conflict, and from previous decades of war

and sanctions;

1 Strengthen the Iragi state and promote political stability, including by implementing
projects based on the concept ofnational ownership

1 Promote transparency and accountabilifipr the use of international assistance, in a high
risk context with weak public finance management systems;

1 Create unified donor coordination amghding structuresto avoid gaps and duplication in
funding, inconsistency in policy advice and ensure sustained budget expenditure
planning;

18 The review used the December 2003 version ofTémens of Referencevhich covers the time period under
study. Revisedlerms of Referenceere approved at the Sixth Donor Committee Meeting in Bari (October
2007), with changes coming at the endlod review time period. The revisions did not significantly alter the
objectives and principles of the IRFFI, but rather expand the framework for Iragi ownership.
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1 Use the pre-existing systems, structures and experience of the Wotd Bank and the
UNDG as well as utilizing their complementary streng) each in accordance with its
operational policies;

1 Serve as aplatform for dialogue and exchangpetween stakeholders in Iraqg and the
international community; and

1 Promote donor visibty through project implementation, where possible without
jeopardising the safety and security of implementing agencies.1®

32 Assumptions behind the | RFFI 6s Obj ec

The IRFFI was based on a set of assumptions, short and mediurmterm that are stated both
explicitly and implicitly in the Terms of Referen¢2003)2° Some became apparent only during
the implementation phase. The assumptions can be summarised from the supporting
documentation as:

9 The security situation will stabilise over the medium -term, creating a permissive
environment for the implementation of IRFFI programmes;

1 The Administrators will be able to place national and international personnel in the field
to support programme development, implementation and monitoring;

9 After a period of ini tial instability, the Government of Iraq will gradually consolidate
and the political situation will stabilise;

9 Political actors would be able to develop some level of consensus on recovery priorities;
T 311 w&a&OYI UOOI OUwhPDHOOWE UD O REM, thking & Eadership iz in U Ow? Ob
defining priorities and directing programme implementation;

1 There will be relative continuity of policy and personnel during the transition phase
leading to a constitutionally elected government; and

1 Overtime the government will generate sufficient own resources to cover the costs of
service delivery, and will have the capacity to execute its budget.

3.3 Objectives of IRFFI Stakeholders
(OWEEEPUPOOWUOWUIT T w(1%%(zUwOi i PEPEOwW OENI EUDYI L
objectives and interests particular to each stakeholder. These ranged from the pursuit of
bilateral interests to establishing a multilateral presence in Irag and expanding the options
for political engagement and delivering assistance.
Iraqi officialsdesc® E1 EwUT 1 DPUwW&OYIT UOOI OUz UwOENI EUBPYIT Uwi OUwx
1 Channelling financial and technical assistance during the critical early recovery period.
61T POT wUOTIT w(1%%(zUwUI OEUDPYI wbhbOxOUUEOEI weEIEOPO

¥ Emphasis added.

20 Assumptions are important events, decisions or conditions externgrageat and beyond its direct control,
which should exist for the project to meet its objectives.
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International C ompact for Iraq (ICl), the IRFFI was still valued as a platform for dialogue
and a source of technical and financial contributions;

91 Delivery of essential public services, emergency infrastructure reconstruction and
capacity development of government inst itutions, as the Government consolidated;

9 20Ul OT 0T 1 OPOT wWUTT wiTOYI UOOI OUzUw xUI Ul OEl w EOEwW
transition to Iraqi rule, through the expansion of infrastructure and rapid delivery of
public services;

1 Broadening relationships with the international community, including strengthening
bilateral relationships with donors and with multilateral organisations;

1 Building consensus on recovery priorities with international partners. It was intended
UT EQwUT T Ul wx UD OU Bitheidles) @ ackoOriability] tlansgareritya@nd; Itdgi
ownership would also guide bilateral assistance;

1 Introducing international norms, standards, expertise and practices into Iraqgi systems,
after an extended period of isolation; and

1 Reducing transaction costs and improving coordination and transparency. The IRFFI
model was intended to serve as an example for bilateral assistance in these regards.

For the international donor communityhe IRFFI allowed an expansion of support to Iraqi

recovery, as well asan opportunity to recast the discussion on Iraq after the polarising lead -

up to military action. Donors described the fund a venue for collaboration between the

CPA/Iragi officials and countries that both supported and opposed military action. A

perception that the IRFFI was a neutral platform broadened the opportunity for

participation, including from outside of the traditional OECD donors. It allowed donors to

make an indirect contribution through impartial third parties to which they were all member

states; the World Bank and United Nations. Donors, therefore, were able to support Iraqi

recovery without linking it to a position on military action, which might have otherwise

restricted their participation or further polarised the situation. Commented one EOOOUOw? U1 1 u
(1%%( wUOOYI EWEWxOOPUPEEOQwWw xUOEOI Owdddwel wedOwl
regardless of what we thought of the war. The IRFFI let us find a middle ground between

the [US led] coalition and non-E OEOPUDOOWZEOUOUUDI Ug 62 w

The IRFFI also provided a venue for smaller donors to participate in political dialogue and

recovery efforts. This group numerically constituted the majority of donors. It included

countries that might not otherwise have been present for reasons of limited capacity, high

operational risk, limited knowledge and/or experience in Irag and for the security

conditions.

Within this framework:

1 The IRFFI provided a structure for the delivery of almost USD two billion without
donors having to invest in their own delivery infra structure. Rather, the Administrators
offered previous experience in Iraq (United Nations) and pre - established systems for the
management of post-conflict MDTFs;

1 Using the IRFFI reduced fiduciary risk related to weak national systems for public

finaOETl w OEOQOET 1 O1 OUBw (Ow UT PUwUITEUEOwW UT T w (1%%( u
Administrators assuming some of the UP U QuwOOwUT 1 weOOOUz UwWEI T EOI Quw
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f 371 wi UOBOEzUwI EUOCEUOPOT wopd- #&wW ( 3WAWEOQOEwWxUI 11 UI (
provided scope for donors to pursue bi lateral priorities, while working through a pooled
modality. Some noted that they were able to work in sectors that would have otherwise
would not have been accessible, with education and health noted; and

1 The IRFFI promoted a multilateral approach to Ira gi recovery, including strengthening
the role of the United Nations after the divisive Security Council debates and
establishing the World Bank presence.

For the United Nations,three factors previously combined to place limitations on the

OUT E O b UdtelrBir@cdny £00B/4

f 3T1 w4-zZUwWEUI EPEPOPUAWEOCEWUEOXxT wi OUWEEUDPOOwWPE
investigations and the polarising Security Council debates prior to military action ;

1 After military action, political power rested with the Coalition  Provisional Authority and

the American-led military coalition. In practical terms, the United Nations had limited
authority and scope of action; and

1 The UN field presence was evacuated prior to the 2003 military action and again after
the Canal Hotel bombD OT OwOP OPUI EwUIT I wOUT EOPUEUDPOOz Uwx UI U]

The IRFFI was placed in the larger context of re-establishing a multilateral role and presence,
including through creation of the United Nations Assistance Mission for Irag (UNAMI;
S/RES/1546/2004)The IRFFI reinforced successive Security Council Resolutions that defined
EOQEwIi RxEOQEIT E w &t haipéd theUUniteddatiohs to regroup after the 2003
evacuation, reactivate its programme network, enhanced its presence and delivery capacity
on the ground and provided resources to mobilise UN agency operations. The IRFFI also
reinforced:

crucial support to elections; and

1 The objective of the Government of Irag and many IRFFI donors that multilateral
organisations should be present in Iraq, and play a role in the recovery and political
transition. The IRFFI provided an expanded role and a resource base to support activity.

The World Bankad no mission in Iraq between 1979 and 2003. Under normal conditions, the
bank should have waited until a constitutionally elected government took office in 2006
before resuming operations. Administering the IRRFI permitted an early return, after a 25
year absence. It allowed the bark to re-establish its presence and build country knowledge
prior to resuming its regular IDA programme. The IRFFI also permitted the bank to enter
policy dialogue with the government and provide early support to the design of state
institutions and processes, particularly in public finance management and procurement.

ZActing under Chapter VIl of the UN Charter, SC RES
convening various political processes related to polittcahsition towards elections and the drafting and

ratification of a new constitution, including Support to the Independent Electoral Commission of Iraq, as well as
support to the development of effective civil and social services and coordination of tmectiors

development and humanitarian assistance (para 7)..
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Informants noted the role of the World Bank in reform and strengthening systems within
government institutions, after the extended period of isolation.

3.4 IRFFI Governance Structure

The Terms of Rferencg2003) established a threetiered governance structure: A Donor
Committee, a Facility Coordinating Committee and the two IRFFI Facilities, administered
respectively by the World Bank and the United Nations. 2 To promote Iraqi ownership, the
IRFFI formally gave the Iragi Government and institutions a central role in setting strategic
directions, and in the development and approval of individual projects. Participation

occurred at three levels: (i) alignment with Iraqi priorities (the Joint Needs Asssmentand
later the National Development Stratey(ii) the project development process (line ministries
and sub-levels of government); (iii) decision-making on project approval at the Iraqi
Strategic Review Board (Ministry of Planning and Development Co operation), and; (iv) and
as observers to the Donor Committee (Ministry of Planning and Development Cooperation).

‘ Donor Coordination by Iraqi Entities

International Reconstruction
Fund Facility for Iraq

Donor Committee
(Observers:
ISRE, UN, WE, IFls)

Iragi Strategic Review Board

(ISRB) t
Ministry of Finance >
/ National Budget i < — UN/WB

Facility Committee

Ministry of Planning and
Development Cooperation
{MoPDC)

CIC Assembly
(chaired by Minister of Planning
and Development Cooperation)

Bilateral Contributions

UNDG wB
Iraq TF | |Iraq TF

$ @ $

Recipients / Executing Entities

UN agencies NGOs Ministries ngrlno@es Private sector cher IFls
Municipalities public sector

Table Three: IRFFI Governance Model
371 wEl UDT OwoOl wOT T w( 1%%(zZUwUUUUEOUUUI OwUOIT 1 Ul i OUIl O
linked Iraqi ownership (national priorities and decision -making) with governance (donor

% The governance structure was amended at the Sixth Donor Committee Meeting (October 2007), including the
addition of an Executive Committee and revisions to the UNDG deeisaking process. Théraqi
Government was given a formal role in the structure as a full member of the Executive Committee. Also, the
IRFFI was integrated into the ICI results matrix integrating the Facility into a larger donor coordination process.
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strategic direction and oversight), coordination between the two Facilities (World Bank and

the United Nations working to their respective comparative advantages) and operations

(project implementation, monitoring and reporting). Each element of the structure had an

essential role in the efficiency and effectiveness of individual projects. Within the United

Nations Facility there was the further innovation of the Cluster system, whi ch was
pioneered in Iragq and is now commonly used in other country teams. 23

3.4.1 A Unique Two Window Model

3T 1T w(1%%( wUl OEPOUWUT T woOddOOa wi Ridhd xuBt fund twouftndi ? UP OQw b B
Facilities, administered simultaneously by the United Nations and th e World Bank within a

address the requirements identified in the [2003 Joint] Needs Assessment, each in
EEEOUEEOGEIl wpPPUT wbUUwOxI UE UD O GtccOandinaiiad Bvasbtd bed 2 w ( O ¢
supported through the IRFFI Secretariat, staffed jointly by UN and World Bank personnel

and located in Baghdad. The Secretariat was never fully established and was disbanded after

the Canal Hotel bombing.

371 WEOOEIT x UWEIORE wDOEODORPEUVUWEEU] EwOOwWUIT T wx Ul OPUI
the United Nations had pre -existing systems, capacity and knowledge operating post-crisis

MDTFs, which could be effective in the Iragi context and quickly deployed. Also, they had

distinct but complementary competencies, experience and capacities that could be

combined/ coordinated to POx UOYT wUT T w( 1%%( zUwbOxI UEUPOBEOQWUEOD
competencies were summarised in the Terms of Referenes follows (2003: pp 57).

These priorities were reflected through institutional planning. According to its  Second

Interim Strategy Not® w UT 1 w 6 OUOEwW ! EOOz Uw OENIT E Ututingu POw ( U
Programmes fell under four pillars supporting government efforts to (i) restore basic service

delivery; (ii) enable private sector development; (iii) strength en social safety nets; and (iv)

improve public sector governance. Four World Bank instruments were to be used in meeting

U1 Ul wOERNT EUDPYI UowUT 1 wEEOOZUw OEOGaUDPEiaEFBREW EY DU
resources and the IRFFI. The World Bank ITF portfolio was described as balancing

D001 EPEUI wdli-teri eplBydhéntvith riedium -term interventions to improve

UL UYPETI wEIOPYI Uadr2w3T T wUPUOUwW UOwWw POUODOT wHOw (L
UOxUI EI El OUI E2 OwbPbPUT wUI | wEEOOwI OxT EUPaADOT w?bOUI ¢
mitigation measures (2005: ii).

% The PWC evaluation othe UNDG ITF noted that Iraq was the first time the Cluster system was used,
responding to both the needs of UN reform and the operational requirements of the IRFFI (2007; 18). The
Cluster system is now broadly used within UN Country Teams.

% There have ben discussions of using the two window model in South Sudan.
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Table Four: Areas of Programme Focus from the TOR

UNDG ITF

World Bank ITF

The role of the United Nations in Iraqg currently derives
from Security Counci l Re s ¢
UNDG lIraq Trust Fund will place emphasis on all of the
sectorgn which the UN has carried out needs assessmen|
and will focus onfunding quickimpact projectsand
transition activities which nekto be implemented in a rapid
and flexible wayIts functions will cover technical
assistancand capacity buildingn: °

Capacity and institution buildinfpr human development
and social justice with sectorspecific activities built into
projects.

The delivery of essential social servi¢és the area of:
health; water resources and food security, and;
infrastructure rehabilitation, building in particular on
expertise gained under the Oil for Food Programme;

Private sector developmeahd employment generation,
with due regard to crosssectoral issues such as gender
equality and envronmental protection and management;

The empowerment of civil society and local communities;

The protection andreintegration of vulnerable groups;
and

The promotion of human rights and the rule of law.

The Bank will operatén all sectors and cross
cutting themesidentified in the Needs
Assessment (with the exception of mine actio
with particular emphasis on areas where the
Bank has comparative advantage. These wet
defined as including:

Capacity building of Iragi counterparts in
areas that will help facilitate sound
implementationand build modern institutions.
The Bank later included promoting effective
management of public resource and built sec
specific capacity development initiatives into
proects

Sectoral programmesthat will include a menu
of specific projects at the subsector letelt
can be expanded opportunistically as
circumstances improve; and

Start-up operationsthat will establish building
blocks for sectoral and structural policy reforr
and larger scale development projects.

N/A
N/A

N/A

31 1 w 4 stratéhio Framework for Iraq 20@007 identified three major challenges: (a)
promoting the right of access to and making available basic socid services, (b) ensuring a
broad-based, diversified and environmentally sustainable economic growth, and (c)
strengthening institutional and governance capacities and human security within the

EOUOUUadw( OwUl UxOOUI OwU200wi® tdcdritrioueGignilicantlyté e Owi OU wl

creation of a secure enabling environment conducive to the fulfilment of the rights of Iraqi
people to survival, development and equal participation through achieving the following

objectives:

1 Improve quality of and widespr ead access to basic social services and food including
humanitarian emergency response and preparedness;

9 11 T EEPOPUEUI w EGEwW EI YI

OO0xw UT 1 wEOUBUUAzZUwW UBEDE

institutional infrastructure to ensure sustainable livelihoods;

% Emphasis added.
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f  Promote better governance, peaceE UDOEDOT OWEOE wxUOUI EUPOOWOT wi U
12).

Similarities The World Bank ITF and the UNDG ITF were both mandated to work across all

sectors identified within the Joint Needs Assessme2003) with no stated restrictions based
on a pre-defined comparative strength or the absence of a particular competency. These
included the areas of capacity development, the provision of basic public services and
infrastructure.

Differenceslhe fundamental difference between the UND G ITF and the World Bank ITF was
the project implementing modality:

1 The UNDG ITF had the option of delivering through government (National Execution -
NEX) or implementing directly through UN agencies, in collaboration with government
(Direct Execution). The DEX modality was intended to allow quickly delivery in a weak
state capacity situation. All of the projects reviewed used DEX; in contrast

1 The World Bank ITF worked exclusively through government, implementing only a few
smaller capacity development activities with its own system. While providing funding,
oversight and forms of technical and fi nancial management support, World Bank ITF
projects were implemented by Government, through state systems.

The modalities reflected a different scope of work. The 4 - # & w( 3 %QWUUEUI EwbUOwbPOUO
funding quick -impact projects and transition activities which need to be implemented in a
UEXxDEWEOEwWI Ol RPDEOTI whPEadr> w3l 1l w#s7wOOEEOPUawWI EEDC
had an option of working on specific activ ities within a sector, or at the sectoral level itself

pUaull OUWEOQGEwWx OOPEaASw( OWEOOUUEUUOwWUT T we OUOEwW! E
work at the sectoral level, and over a medium term horizon rather than on a rapid impact

basis.

Differences in scope also derived from the respective institutional mandates of the United
-EUPOOUWEOSEWUT T w6 OUOEwW! EOOCB wWw3T 1 wd-#&w( 3%z Uw U
Ul UOOUUPOOUW phuk Kt WECEWHNAAYAWEOEWPEUWOPOOI EQw UI
Particip ating UN agencies had a mandate to work in the areas of political governance

(support to elections, political dialogue, constitutional reform, human rights, reconciliation,

civil society and media) and landmines. By mandate, the World Bank does not usually

programme with political governance or security -related issues.

There was no evidence of an effort to further define the distinctive competencies and roles of
the Administrators, or to coordinate the use of these competencies in a systematic manner.
INnUIl xEUEUTI wbOUI UYPI PUOwWB6OUOEW! EOOWEOEW40DPUI Ew- E
much work thatwe d DPE wOOUWEOUPEDXxEUI wEQawOYI UOEx2886 w?2bC
OOU0wUI 1T Owldl El UUEUawUOwUxO0PUwUI intante@d)sdggésCthaty UE ED U E
EOUT w EODOPUUUEUOUUW xUIT 11T UUTI EwUOOwEYOPEW xUOT UE(
Informants also described the disbanding of the Secretariat and loss of the common office in
Baghdad as a missed opportunity to promote synergies at this level. The matter does not

appear to have been picked up by the Donor Committee.
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Table Five: Differences in the Scope of the WB ITF and UNDG ITF

UNDG ITF World Bank ITF

Similarities | Work across all sectors identified within the Joint Needs Assessmeaf)d in the areas of
capacity development, public services and infrastructure.

Differences | Quick -impact projects and transition activities Implied focus on medium term
which need to be implemented in a rapid and activities
flexible way
Focus at the sectoal or sub-sectoral levels Focus at sectoral level, although

PPDUT w2 UUEUOwWUx 2

NEX and DEX implementation option NEX implementation only

Programming in the areas of political governance No mandate to work with
political governance, but with
strong orientation on

economic/resource management
issues (policy and systems)

3.4.2 The Donor Committee

The Donor Committee was comprised those donors whose paid-in contributions or binding

commitments amounts to a minimum of USD10 million. Provision was made f or two seats
for representatives of other donors whose contribution did not meet the membership

threshold. The World Bank, UNDG, IMF, and the Iragi Strategic Review Board (MOPDC)
were granted observer status, with the Committee retaining the right to invit e other
observers.

The Donor Committee was given responsibility for endorsing overall prioritieor and

included:

T 11 YDl PPOT wxUOT Ul UUwWOI wU énbuuirky ke golitgBo@adorioa O x 1 UEUD OO

T $O0UU0UUDPOT w EOT 1 UI OEl w EOEw EOOOEEQUEUDPOOwW EI UPI T C
Programme, and maintaining close collaboration with Iragi authorities;

T $OUUUDOT wi 01 RPEOI WEEExUEUD OO WO ityrtogramu»EEDOPUa wl

1 Reviewing six-monthly program progress reports and recommend actions to be taken to

respond to identified opportunities and/or addressing constraints; and

1 The revised Terms of Referen¢2007) add that the committee shall ensure coherenceand
collaboration between the IRFFI, the National Development Strategy and the
International Compa ct for Iraqg.

The Donor Committee was mandated to meet on a semiannual basis, or more frequently as
required. The Committee subsequently met on five occasions between 2004 and 2007, three
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occasions fewer than the eight possibilities forecast in the Terms of Referenéeln addition, a

Briefing onlRFFI Progressconvened by the Facility Coordination Committee in Amman,

Jordan (May 24, 2006). The meeting occurred inUT Ux OOUT w UOw EOOOUzUw UI @
opportunity to review progress, in the absence of a formal meeting. The Government of Iraq

did not participate, given the situation with elections and the formation of a new

government. There was also evidence of frequent and informal exchanged between the
Administrators and several larger donors on performance and programme issues, including

as coordinated by the Chairperson and with the involvement of the Facility Coordinating

Committee.

3.4.3 Chairperson of the Donor Committee

The Terms of Referend2003) do not include a mandate for the position of Chairperson.

Interviews described the responsibilities mainly as communications, coordination and

consensus building. However, there did not appear to be a consensus among the donors or

with the Iragi Government on what role the Chairperson should play, or how robust the

OEOEEUI wUT OUOCEWET w311 wxOUPUPOOWOI WOEEPO®T WB B OB
with the country chosen by the Donor Committee from among its memb ers. The host nation

has been expected to provide support to the position (administrative and financial), as no

budget was assigned through the IRFFI itself.2

3.4.4 The Facility Coordinating Committee

The Facility Coordination Committee (FCC) included a represe ntative from the World Bank
and UNDG ITF respectively. The IMF was given observer status, although the IMF did not
appear to attend regularly. Increasingly, the Chairperson of the Donor Committee and a
representative of the Government of Iraq have also been active, as the FCC evolved into the
Executive Committee of the Donor Committee foreseen in the revised Terms of Reference
o YYAAKSW3TT w»"" wbpEUwWwOEOCEEUI EwbPUT WEOOUEDOEUDOC
activities, for purposes of conformity withthe FAa EPOPUaz UWOENT EUDPYI UOQwWOEOI u
EOQOEWEOOUEDOEUT wUOT 1T wOYI UEOOwWxUOT UEOOT Uwbdi WwEEUDYDI
FCC was also to ensure:
9 Ensure programmes were coordinated with those funded from the national budget and
bilateral don ors;

1 Advise donors on the most appropriate allocation of their resources, based on needs,
priorities and absorptive capacities;

% Three meetings of the Donor Committee wieeéd during 2004in Abu Dhabi, United Arab Emirates
(February 289),Doha, Qatar (May 226), and Tokyo, Japdai®ctober 1814). TheFourth Committee

Meeting was placat the Dead Sea, Jordan, on July1B8 2005; Fifth Committee Meeting was held in
Istanbul, Turkey, on MarchHL9-20, 2007. There have been two meetings after the review period. The Sixth
Committee Meeting was held inaB, Italy on October 120, 2007; and Seventh Committee Meeting was held

in Baghdad, Iraq, on July 7, 2008. The Committee, therefore, did not meet on a regular basis as per its mandate
between 2005 and 2007.

%" The revisedlerms of Referenq®007) includea c | ari fi cati on of the Chairpersoc
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9 Liaise with Iragi counterparts, on a continuing basis, to assure both programme and
implementation coherence with Iraqi priori ties; and

1 Review all reports prepared or passed by the Secretariat on the activities of both trust
i UOEUwWPOWEOOOI EUPOOwWPPUT wUI I PUWUUEOPUUDPOOWUOWU

The FCC was originally to be located in Baghdad and supported by the Secretariat.

Following the evacuation from Baghdad, UN and World Bank representatives were re -

located to their respective headquarters in New York and Washington. They share the

often by phone. Agendas have included coordination, planning and administrative issues,

but not at the programme level between the two Facilities. Interviews for the review and

previous studies concluded that the FCC has been a high functioning body showing a strong

collegial relationship between the two organisations.

3.4.5 The Iragi Strategic Review Board

IRFFI projects require approval from the Iraqi Strategic Review Board. The IRSB is
OEQEEUI EwUOwW?xUOYPETI wOYI UEOOwxOOPEaw! @BrIEQET w b
financial and economic development assistance for Iraq, setting and prioritizing needs in a
EOQOEWEUOUUUE OwE 0E w Wiwde OO EWIW OuuCriiEedd diorts Earbt@O w OO w U |
Ministry of Planning and Development Cooperation regarding the allocation of international

i POEOCEPEOQWEOGEwWOUIT I UwE U UkBath ERS Bavaute RSB idtegthted intcs @z Uw Ol
their decision-making structure.

3.4.6 Project Decision-making and the Administrators

As noted the World Bank ITF and the UNDG IT had different implementation modalities,
reflecting:

1 Their institutional mandates, requirements for the World Bank to work through
government systems and the UN option of working with either a DEX or NEX modality;

9 37T 1T wd-#&w( 3%z UwlOl 1 EWOOWEOOUEDPOEUT wUT 1T wxEUUDPEDx
9 Differing requirements for government participation within these frameworks.

World Bank ITF projects were implemented through government systems, with the
exception of two smaller capacity building initiatives. According to the Terms of Reference
23171 w( 3 %uwl IGwe bvinerdhip land wuilding Iragi institutional capacity. Under the
ITF, potential recipients, in consultation with World Bank staff, submit project proposals for
approval to the Iragi Strategic Review Board (ISRB), which determines whether proposals
are consistent with priority needs. Following ISRB approval, the World Bank proceeds to
appraise the project. For satisfactorily appraised operations, the Bank, as the ITF
Administrator, and the recipient negotiate and sign a Grant Agreement which spells out the

% From the website of the Ministry for Planning and Development Cooperalitp;/www.mop
irag.org/mopdc/index.jsp?id=60&Ing=ep&d=74&sid=1
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terms and conditions under which funds will be made av ailable to the recipient
entity ?(IRFFI Website).

The UNDG ITF had a five step approval process, emphasising the role of Iragi government
in the identification and approval of projects, as well as collaboration between participating
UN agencies through the Cluster system:

1 Identification and formulation of the project by the UN a nd the counterpart Line
Ministry. The endorsement of the project by the relevant Iraqgi institution/ line mini  stry
was required before the project can proceed;

91 Projects were submitted by the UN Agency to the relevant UN Cluster for technical
review. The UNDG ITF started with 11 thematically focused Clusters, although the
number was later reduced,

1 Once endorsement by the relevant Cluster has been secured, proposals are submitted to
the SCSO and the Cluster Groups, consisting of task managers of all the Clugers and of
the crosscutting themes. The SCSO reviewed focuses on project management issues in
light of the UNDG ITF submission guidelines. The Cluster Group reviews the proposals
for inter -Cluster coordination, best management and implementation practices and
location specific synergy;

1 The projects were submitted to the IRSB, which had the primary role in deciding on the
individua | project that the UNDG ITF would consider for funding; and

1 With IRSB approval, the project is reviewed by the UNDG ITF Steering Committee for
final approval and alloca tion for funds. The Committee was comprised of the Heads of
UN Agencies (Scanteam 2007).

3.4.7 The IRFFI Website

The IRFFI maintained a website throughout the implementation period. Information on the
site appeared comprehensive, accurate and was posted in a timely manner, representing a
significant commitment of effort on the part of the Administrators . Stakeholders attributed
the site with improving overall transparency and access to information . The site was
identified by various reports as a best practice for MDTF programmes (Scanteam 2007, UN
Board of Auditors 2007).

3.5 Operational Status of as 31 December 2007

As of 31 December 2007, the value of the UNDG ITF was USD 1,321 billion, including USD
1,277 billion in deposits from 25 donors and USD 44 million of interest earned. The UNDG
ITF had:

9 Disbursed USD 850 million, or 65 percent of the total fund value; and

1 Approved 134 projects, which were being implemented by 16 participating agencies.
That number grew to 141 projects by March 2008, of which the UNDG ITF reported 56
projects were closed, for a closure rate of 40 percent.

The value of the World Bank ITF was USD 521, representing USD 465 in deposits from 21
donors and USD 51 million of interest earned. Of this amount the World Bank had:

9 Disbursed USD 116 million, or 22 percent of total fund value; and
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1 Approved 16 approved projects, of which two were closed and 14 were under
implementation.

Table Six: Total Donor Deposits into the UNDG ITF and the WB ITF ($000)

Donor UNDG ITF World Bank ITF Total Deposits
European Commission 537,355 150,000 687,355
Japan 360,951 130,600 491,551
Spain 93,173 20,000 113173
Canada 63,785 26,700 90485
United Kingdom 55,542 71,400 126942
Italy 29,782 29782
Australia 26,957 16,100 43057
Republic of Korea 21,000 9,000 30,000
Sweden 13,657 5,800 19457
Denmark 12,410 12,410
Germany 10,000 10,000
Finland 6,234 2,600 8834
Norway 7,009 6,700 13709
Netherlands 6,697 6,200 12,897
India 5,000 5,000 10,000
Kuwait 5,000 5,000 10,000
Qatar 5,000 5,000 10,000
United States of America 5,000 5,000 10,000
Greece 3,630 3,630
New Zealand 3,365 3,365
Luxembourg 2,319 2,319
Belgium 1,321 1,321
Ireland 1,226 1,226
Iceland 500 1,000 1,500
Turkey 200 1,000 1,200
Total Deposits 1,277,000 464,600 1,746,000

Deposits had slowed by the end of December 2007, with only two deposits made between 01

January and 31 March 2008. Donors did not anticipate making significant new contributions

before the IRFFE UWE OOUUUI wbOwl YhYOwT PYTI OwlOi 1 wUPOT wdl | EI
the shift in focus on the International Compact for Iraq. Several donors also stated that
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improving conditions inside of Iraqg may open new possibilities for increased bilateral
cooperation. Operationally, therefore, the IRFFI is moving into it final implementation and
evaluation phase.

The value of the World Bank ITF remained constant during the review period, with much of

Ul 1T wHEEPOPUazUwhKwxl UET O0w I tdee lo intekest @dried. Gw 1 Y Y K w

contrast, the UNDG ITF experienced growth of 110 percent, from USD 629 million in 2004 to

USD 1.3 billion by the end of 2007. Donors indicted there was no pre-determined formula for

the allocation of funds between the two Facilities. In previous interviews, donor officials

noted their decision-making was affected by:

9 3TT w4-#&w(3%7ZUVUwWOEUT I UWEEXEEDPUaAaWUOWEEUOUEWI UOE
participating agencies and their networks;

1 The DEX modality and quick impact focu s of UN projects had a higher potential for
GUPEOQWEDPUEUUUI OI OUOwPT PET WEOOOUUwW?UI PEUET E2 wkb
and

1 Donors and the World Bank effectively capped World Bank ITF contributions in 2006,
concluding the Facility should not absorb more resources, but rather focus on
implementation of the existing portfolio. It was not clear from sources whether this was
a formal or informal decision.

Table Seven: Operational Status of the IRFFI 2004 - 2007

IRFFI Funding # 2004 2005 2006 2007
UNDG ITF Deposits and Interest 629 910 1116 1321
Approved Funding Commitments 401 754 885 1084
UNDG ITF Disbursements 120 510 700 850
World Bank ITF Deposits and Interest 454 467 486 521
Approved Funding Commitments 335 374 411 425
World Bank ITF Disbursements 5 41 70 116

# Total includes donor deposits and earned interest.
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Stocktaking Review of the International Reconstruction Fund Facility for Iraq

Table Eight: Comparative Operational Status
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IRFFI pledges were mobilised quickly and deposited in a timely manner. The relationship

between pledges and deposits has shown a high level of donor funding commitment

OT UuOUT T OU0wUT T w(1%% zUwOxI UEUDOOEOWODPI T dw3iliwe
deposited 99 percent of pledged fund by 31 December 2004, with the pledge to deposit ratio

remaining at 93 percent by 31 December 2007. Deposits to the UNDG IF ranged from a low

of 87 percent (2005) to a high of 98 percent (2007). There were no reports of significant delays

during IRFFI start -up resulting from delays in deposits (Scanteam 2007).

Table Nine: Percentage of Pledges to Deposits
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3.6 Earmarking and Preferencing of Deposits
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The UNDG ITF accepted earmarked contributions, to the Cluster level.2® There was
anecdotal evidence from interviews of earmarking down to the project level within the
UNDG ITF, though informal agreements with donors. In contrast, the World Bank accepted
?xUl i1 Ul OEPOT » Ow EAEME Qi B D@IOUIUWIUEED w Ul EQwHDUU W
support one or more of the fourteen (14) sectors and crosscutting themes defined under the
-1 TEUw UUIUUOI OUwoé w( OwlT T weedndbtUne Bccommeddiad, #hd O O U z U w

2003: 10).
Deposits to the IRFFI were heavily earmarked/ preferenced:

1 82 percent of deposits to the UNDG ITF were earmarked to the end of 2004, with
earmarked deposits growing to 90 percent of deposits by 2007; and

1 Approximately 70 percent of deposits to the World Bank ITF were made with a
preference.

Table Ten: Earmarking/Preferencing as a Percentage of Deposits

2004 2005 2006 2007
UNDG ITF 82 87 89 90
World Bank
ITF 70 70 70 71

Earmarking appeared to be an additional factor influencing decision -making. Some donors
placed importance on allocating their deposits against priority areas in their development
assistance pogrammes, and on achieving visibility for their contributions before Iragi and
domestic constituencies. For several donors there were also regulatory concerns a
requirement in their assistance and accounting procedures to link funding to specific
projects

3.7 Findings and Conclusions on IRRFI Objectives and Structure

The IRFFI was established in a highly polarised international environment, and delivered an
immediate political good to all stakeholders; participation and inclusiveness. The facility
was a pragmatic response to a polarised and high risk situation, in which direct
programming was politically and physically difficult for most donors. The fund provided a
platform for dialogue, collaboration and for shifting the focus of international efforts to
recovery. Donors could participate regardless of their position on military action. The IRFFI
was able to play these roles as stakeholders perceived the fund as impartial, owing to its

®¥The Terms of Reference state fAUnder the UNDG I ragq
contributions by sector/crogsstting theme and/or by UN agency, and reports will bemaged accor din
(IRRFI 2003: 6).

g
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administration by multilateral organisations. In this regard, the choice of a multi -donor trust
fund was driven as much by political necessity as aid effectiveness.

The IRFFI governance structure was unique among MDTFs. The system linked ownership,

strategic direction and oversight, coordination, and implementation into an integ rated

system with broad implementation capacity, supported by significant financial and political

Ul UOUUET U w%OUwxUONI EQwbOxOIl Ol OUEUDPOOOWUIT T w( 1 %%(
broad and common scope of activity, (ii) the potential for comple mentary sequencing
P4-#&w(3%wWwBUPEOwWDOxO1 Ol OUEUPOOWEOOEDPOI EwbPbPUT wU
focus); (iii) the ability to target quick implementation priorities while simultaneously

building sector capacities; (iv) a complementary programme tool kit (D EX and NEX
implementation), and; (v) additional scope to the UN system for political governance and

humanitarian affairs tied to Security Council Resolutions. The UNDG ITF also had the

potential to support international initiatives focused on restoring the framework conditions

for recovery; political governance, reconciliation, the protection and promotion of human

rights.

The IRFFI was established on rapid basis, with the IRFFI providing the following value
added over bilateral efforts:

9 The Joint Needs #sessmen(2003) was conducted prior to start-up, and provided a
programme framework in the absence of an Iragi-led recovery strategy;

1 The IRFFI was an effective mechanism for mobilising both financial resources and broad-
based international support for r ecovery: (i) the Donor Committee was established in a
timely manner, convening three meeting in the first year, and (ii) donor deposits were
made in a timely manner, with donors meeting their pledging obligations throughout
Ul T w(1%%(zUwOx1 UEUDPOOEOWODI 1 Ow

1 The two Facilities were established and operational in a timely manner. Both
administrators were able to deploy pre -existing programme and administrative systems,
and showed a high level of activity during the early operational period. By December
2004, tre World Bank had committed nearly all the initial ITF deposits to approved
projects, and the UNDG ITF disbursed USD 100 million during its first operational year;

1 Previous studies concluded that the IRFFI reduced transaction costs on the Iraqgi
Government (DAI 2006; Scanteam 2007);

9 The structure created an opportunity for the World Bank and the United Nations system
to coordinate their work and develop synergies; and

1 The structure allowed for allocation of resources to the larger and faster disbursing
UNDG ITF portfolio, when the institutionally -oriented projects of the World Bank ITF
required more time.

The achievements of operational start-up were undermined by deteriorating conditions in
(UE@OwPT PET wUUEOI T OO0EIT Uwi HdmsOiRnrered200B) w@eckiaddd ES w3 T |
on a set of assumptions about the conditions needed for successful implementation,

including improved security conditions, political stability and the ability to place personnel

in the field. None of these assumptions materialised. The IRFFI was confronted by a serious

escalation in violence and instability within its first year of operations, peaking in 2006 and

only showed signs of improvement in later 2007. The fund has been implemented in the
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midst of a high intensity conflict, with conditions showing modest improvements only after
four years of operation. The IRFFI needed to address not only the affects of the 2003 conflict,
but also the accumulated impact of two decades of violence and sanctions. The IRFFI and its
stakeholders assumed the task without a clear political roadmap or consensus on recovery
priorities.

No other MDTF and few, if any, recovery assistance programmes have been implemented
under such conditions. All aspects of programming were affected; from the ability to plan,
communicate, move inside the country and implement projects to maintain a management
and oversight capacity. The field study found that threats to personal security were real and
omnipresent. In particular, Iragi nationals working with IRFFI proje cts as employees or
contractors were vulnerable to reprisals, in addition to being the random victims of political
violence or crime when moving in public places. For projects, the implementation risk
increased in tandem with the deterioration of condition s. There was an imperative for the

and donors met three times instead of two during 2004 to support start up of operations.

In this regard, the IRFFI showed a high level of technical flexibility and stakeholder
engagement during its initial years. However, weaknesses in the governance structure
1 Ol UTT Ewl EUCaAawWDOWUT T w(1%%(zUwOxI UEUDOOEOWODI T 6 w:
set strategic direction, as well as its potential to broaden implementation capacity:
1 There was limited ownership by the Iragi Government during the early operational
period. The Government had limited institutional capacity or ability to provide political
guidance on recovery prioritil U8 w( OUUI EEOQwWUT T wl OYI UOOI OUwPEUW
OUEIT U? wuxUOEOI OUwOI wUUU Y. Dhe & wieaOdvidenck of hdrovedd T wU i E C
ownership and State capacity by the end of the review period; and
9 The Donor Committee not did meet on a regular basis between 2005 and 2007,
coinciding with the deteriorating security conditions and the period of time Iraqi
ownership was weakest. This in contrast to the high level of engagement during 2004.

In addition, there was no coherent effort to understand and use the comparative advantages

of the two Administrators. The review noted a good collegial relationship between the

United Nations and World Bank, including examples o f cooperation at the sector level.

There was also close and ongoing technical and administrative cooperation through the

%" " dw' OP1 YI UOwi OUUwi EE0OUVUwWPOUOTI EwET EPOUUWET YI O
PDOEOP> wOOEI O6 wepb A w4 Ob Uk fregrarenméd e disrkp@dcaiis the) OE w! E O
evacuation from Baghdad. A significant amount of institutional effort went into

U TUOUxDOT »wubOw OOEOQwWEUwWPI OOWEUWEEExUDPOT wOOwWUI
loss of the Secretariat, which would have been a comnon facility supporting synergies; (iii)

there was no apparent demand from the Donor Committee or Government, and guidance or

incentives to support efforts; and (iv) both the United Nations and the World Bank preferred
UOWEYOPEwW?ODPET I U» thdirladivtyu Phé tefiek may havdrefeded higher

order institutional tensions on the role of the World Bank and the United Nations in

managing post-crisis MDTFs.

There was an assumption within the Administrators that the ISRD and Donor Committee
should be playing a lead role ensuring coherence and coordination between the two
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facilities. In addition, informants stated there was no concern about overlap given the

different operating modalities used by the World Bank and the UN system. However, the

ISRB dd not appear to have the institutional capacity for strategic allocation prior to 2007,

and limited donor engagement between 2005 and 2007 meant that the Committee did not
fulfil this aspect of its oversight responsibilities.

Donor contributions to the IRFFI contributions showed a high level of earmarking/
preferencing; starting at 82 percent in 2004 and increasing to over 90 percent by 2007 for the
UNDG ITF and remaining at approximately for the World Bank ITF during the review
period. With the UNDG ITF, there was evidence that earmarking was occurring on an
informal basis down to the project level, in contrast with the Terms of Referenaehich state
that funds should not be allocated further than the Clusters. There appeared to be an
inconsistency, therefore, between the principles of an MDTF/ pooled funding modalities and
the expectations, practices and regulations of some donors systems. The review observed
that the practice could affect the ability of the Administrators to allocate resources again st
priority projects from within their own frameworks.
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4  Stakeholder Perceptions of IRFFI Performance

20UO001 Cawl 1 OEwWUUEOI T OOET Uwx1 UET xUDPOOUWOT wUOT 1T w( 19
1 Interviews officials from seven donor countries and the Ministry Plannin g and
Development Cooperation (officials responsible for managing the relationship between

the Government of Irag and the Donor Committee, as well as reviewing the project
portfolio at the IRSB).31

9 The document review, including two internal donor reports on IRFFI performance.

4.1 Perceptions in the Donor Community
#OO0OUwW x1T UET xUPOOwW O w Ul T w (1%%(zUw x1 Ul OUOEODET w b
PpOUI UYDPI Pl EwWET OP1 YT EwOT 1 w(1%%( wPEUWUT T w?2UPT T OwO!

set up of the facility, the level of pledging support and actual deposits, the extent to which

the IRFFI met their bilateral political objectives. Donors did not expect participation would

TBDYl wUOI 1l OQwUbpl OPI PEEOUwWXxOOPUPEEOwWHOI OUI OETI OwEUw

relative to assistance from the United Stated and Iraq oil revenues. However, they expressed

satisfaction with the results of dialogue with Iragi authorities and donor coordination in the

initial phase and again after 2007.

311 Ul whPEUWEPUUEUDPUI EEUPOOwWPDUT wUOT T w( 1%%(zUwbOx Ol

although their strength and focus varied by donor:

T / UONI EQWExxUOYEOWEOQOEwWDPOXxOI O1 OUEUPOOwWI EUWET 1T Owl
EOOOUWUI UxOBUI 2 Owi OUWEOUT wThhelpenceptich &entedffom6 OU OE w!
factual information on disbursement rates, which contrasted with the widely held
assumption that quick and visible implementation were possible and desirable. Some
EOOOUZUWEEOOOPOI ETT EwUT EQwi BRx] EUEUPOOUWOEA wWI EN
conditions, and linked to pressure from wi thin donor systems to show results for
domestic reasons;

1 Uncertainty about whether the IRFFI has delivered good quality and relevant projects, or the
impact of projects for beneficiabeas 3 1T I wx1 UET x UDOOwWUI OEUTI UwUOwUT T 1
and particularly the UNDG ITF. Donors believe d the IRFFI has a high level of
transparency for narrative (description of activities and outputs) and technical (financial)
reporting. However, there was a strongly stated opinion that the reporting lacked
analysis of I T WEOOUI RUWEOEWOUUEOOI yPOXxEEUWOI wOT T wxU
reporting leaves us with no information about what is going on. The reporting is not
Ul 60T T Ui UO866wliUIDOUI BY @EWE WEEODOUWDOWEOEOAaUE
discussionOl wUOT T wx UOEOI OUwl OEOGUOUI Ul EwOUwWOI wi EPOUUI

31 Comments from lIraqi officials on the performance of individual projects were integrated into the Project
Performance Reports.
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9 Inability to respond to changing conditions, in contrast with an expectation that the fund would
El w ? i ODoRdsEndted? conditions inside Iraq have shifted constantly over the
programme OPT 1 wOl wUOT T w( 1%%( dw, EQawpkl Ul WwEOOEI UOI EwU
portfolio did not evolve in response. The systems of the Administrators were seen as the
main cause of inflexibility. There was particular concern about the ability of the UNDG
ITF to set new directions. Many stated a belief that the IRFFI should have moved more
GUPEOOaw 2UxU0UI EO>» w POUOwW xOOPEaw EOCEw Ul ET OPEE(
government resources and capacity increased.

As additional comments, some donors interviewed :

1 Believed that donors and the Government of Irag did not exert sufficient owneiGinig.donor
UUEUI EwUT EQw?PUO01 wEOOOUUWEUT wbOUIT Ul UUI EwbOwUT «
U1 OWEOOZ OWOEOT wUUUT wUT EQwUT T wOOGIGuubUwpi 0O0wU x
9 Stated that the Donor Committee had not provided good strategic oversigdtshould have
been more active when conditions deteriorated; and

1 Expected the IRFFI would providmore visibility for international assistancesometimes
including the attribu tion of projects to individual donors. The expectation related to the
requirement of some donor systems for a direct and visible link between assistance and
beneficiaries.

During the interview process, it was apparent that many donor officials had not re ad recent
Administrator reporting. Some were also unfamiliar with the IRFFI website. It appeared,
therefore, that there was some disengagement on the part of donors and that existing
reporting information was being used to its full potential.

4.2 Perceptions of the Government of Irag (National Level)

(UE@DwWwOI Il PEPEOUWEUUIT UUT EwUT T w(1%%(zUwOYI UEOOWE
presence of the United Nations, the World Bank and the donors, and valued the IRFFI as a

forum for interaction with these entities. Officials particularly noted the importance of

having a Security Council mandated United Nations presence in Iraq, through UNAMI and

UT 1T wéd- wel ]l OEPI UWEOCEwWOI wUT T we OUOEwW! EOOzVUwl EUOa wI
expanding the relatio nships and options available to Iraq.

Iragi officials believed the IRFFI had importance advantages over bilateral assistance; the

potential to delink assistance from bilateral interest, lower transaction costs and higher
transparency. They stated the Government has more information on IRFFI activities than

bilateral programmes, is better able to coordinate IRFFI assistance and link it to priority

areas. There was also a general, although unqualified perception that IRFFI projects have

performed well relativ e to other initiatives. They also appreciated the contribution of the

IRFFI process to theNational Development Strated2005).

Officials favoured the World Bank ITF model of direct implementation through government,

although acknowledging that limited i nstitutional capacity negatively affected the speed of

DOx Ol Ol OUEUPOOWEOEWEOUOEWUT EVUET EwUT 1 WUEOXxT woi wl
performance were less satisfactory. There was acceptance that Direct Implementation was a

useful tool in a weak capacity environment with urgent needs. However, officials expressed

concern that the UNDG ITF:
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1 Showed mixed levels of Iragi ownershipmetimes having only the minimum consultation
with the government authorities;

91 Delivered projects and services of migeadlity, which did not always reflect priority needs;

1 Was fragmented, in terms of its internal coordination, strategic logic and the composition of the
project portfolio Officials associated this concern with the challenge of coordinating
multiple and i ndependent UN agencies within a single programme structure;

9 Agencies acting in their own interests, and not in line with the Iraqgi prioriti@se stated that
U7 1T weElT 1 OEPI UwhbOUI UxUIl Uw( UE@wWUOT UOUT T wOT 1T wxi UUx
The result is that the IRFFI is ... does not have a strategy beyond the interestsand
priorities of the agencies. There is no unity or a clar division of labour, and the C luster
UauU0l Owl EGwOO0whOxUOYI EwUOT 1 wUPUUEUDPOO? OWEOE wwuw
f  Not providing sufficient informatiorand analysis on project imp&w ? 6 1 WE OOz Ow Ul EOQO:
what [some UN agencies] are doing, and what the real impact of the IRFFI has been... it
DPUWOOUWEOTI EUWOOWUT T wi OYT UOOI OUwPkPT EVWET EOT T wlOl 1
Iragi officials acknowledged that lim ited state capacity has been a contributed factor,
I UxI EPEOCOCQawEUUDOT wlOT T w(1%%(ZUwbOPUPEOQwxT EUI 6w?6I
a strategy, provide leadership [to the IRFFI] and there has been fragmentation within the
government itself. [The government] understands our weakness has contributed to the
(1%%( zUwWEDI I PEUOUDPI U > ww
4.3 Public Perceptions of the IRFFI
wOPUI UEUUUI wUI EUET wPhEUWEOOEUEU]I EWEUUDOT wiOT T wul
that the IRFFI is largely absent from the literature on the Iraq, including the limited body of
literature on international assistance and funding mechanisms. As general observations:

1 There is a significant body of independent literature and news reporting on the Iraq
conflict, and on reconstruction assistance reconstruction assistance provided by the
United States. Much of this information comes from the reports and Congressional
testimony of the Special Inspector General for Irag Reconstruction (SIGIR)#2

f Specific references to the IRFFI are limited, OUUUDPET wOi wUOT Tl wi EEPOPUazZ
documentation generated by the Administrators or donors. There is little or no
independent analysis done by Iragi or international civil society organisations (NGOs,
CSOs and research institutions), or items in thenews media;

T 3711 wUI EUET WEPEWOOUWDEI OUPI awEOawUUEUUEOUDYI vE

to other forms of assistance or linking the IRFFI to allegations of corruption.

32 http://www.sigir.mil/.
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4.4 Findings and Conclusions, Stakeholder Perceptions of Performance

. Ol WEOOOUWUUOOEUDUI Ewxl UEI xUPOOUWEaAawWUUEUDOT wUOT 1
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role of multilateral organisations and opening relations with Iraq were considered important

achievements in the polarised environment of 2003/4. Regardless, negative perceptions

appeared to dominate by 2007, particularly in relation to UNDG ITF operati ons. These

related to unmet Donor and Government expectations on the scope and quality of

programme delivery (speed of disbursement, flexibility of the modality, impact of IRFFI

projects and donor visibility). They coincided with an apparent disengagement of some

donors from the IRFFI process and a decline in the number of Donor Committee meetings,

which were an important tool for information sharing and communication.

Concerns were driven by a perceived knowledge vacuum (analysis of the programme

context and results). Donors and Iraqgi officials stated they did not understand what the

IRFFI had achieved and where problems were being experienced. For the donors, this meant
difficulty explaining the IRFFI to their domestic constituencies, and accounting for

performance in a high risk and politicised context. There was particular concern about the
possibility of corruption given the high profile difficulties being experienced by some

bilateral programmes, particularly the attention focused on assistance from the United
States

The significant amounts of available information in Administrator reporting and on the

IRFFI website did not translate into stakeholder knowledge, nor did it appear these

resources were used to their full potential. There was also little or no independent analysis

in the public domain to shape debate within the IRFFI, or provide stakeholders with an

alternative source of information. Frustrations mounted over several years, and were not

addressed in a systematic manner until the Sixth Donor Committee meeting (Istanbul 2007).

( OUPEI wUT PUWYEEUUOOwWxI UET xUPOOUWEITI EEOI WEWOI awl «
appeared to have a causal effect; perceptions become central to the forming of hypothesis or

judgements about performance that influen ced stakeholder behaviour and decision-making.
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5 Efficiency, Effectiveness and Value for Money

The Summary Report of the Stocktaking Reviesmpiles findings at the portfolio level, based
on its assessment of individual project performance as reported in the Project Annex.A
simple rating scheme was used to assess the projects, with four values. Going from highest
to lowest ranking, the values were: Satisfactory (Sat), Moderately Satisfactory (ModSat),
Acceptable (Acc) and Unsatisfactory (UnSat).

Project Efficient Effective  Value for National On Track
Money Ownership

FAO: Water Supply and Acc Sat Sat Sat Partial
Drainage through Pumps.
UNIDO: Community Sat Sat Acc Sat Yes
Livelihoods
UNICEF: Primary and Acc ModSat ModSat ModSat Partial
Intermediate Education
UNICEF: Primary and Sat ModSat ModSat Sat Partial
Intermediate Education Il
UNESCO: Technical and ModSat Sat ModSat Sat Yes
Vocational Ed, Phase Il
UNICEF: Essential materials ModSat Sat ModSat Sat Partial
for learning
UNDP: Involving | ragi UnSat Acc Acc Sat Partial/Not on
Journalists and Media (C9-10e) Track
WHO: Strengthening Primary ~ ModSat ~ Sat ModSat Sat Yes
Health Care
UNICEE: Rehab of Water and ModSat ModSat Sat Mod Sat YegPartial
Sanitation
UNDP: Emergency Water, Acc Acc Acc Acc Partial
Sanitation, Health in South
UNDP: Mosul Gas Power Acc Acc Acc Acc Partial
Station
HABITAT: Strengthening ModSat Sat Sat Sat Yes
Housing Sector Capacity
UNHCR: Protection, ModSat ModSat ModSat Sat Yes
Assistance in Southern Iraq
WB: Household Survey Sat Sat Sat Sat Yes
WB: Emergency School ModSat ModSat ModSat Sat Partial
Reconstruction
WB: Emergency Community Sat Sat Sat Sat Yes
Irrigation
WB: Water and Sanitation Acc Acc UnSat Sat Not on Track
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A numerical value was assigned each of the ratings for the purpose of calculating averages:
Satisfactory- 3; Moderately Satisfactory- 2; Acceptable- 1; Unacceptable 0. The ratings were
applied against the five criteria listed in the Terms of Reference; efficiency, effectiveness
value for money, national ownership and on track to meet objectives.

5.1 United Nations Development Group Iraq Trust Fund

The overall UNDG ITF portfolio of thirteen projects was assessed as being  Partially on
Track to achieving its objectives .23 The numerical value of On Track to Achieve Objectivess
1.3 of 2, above the baseline of 1 for being Partially on Track. Only one project was found to
be not on track.

5.1.1 Efficiency of the UNDG ITF

The Efficiency rating of the UNDG ITF portfolio was  Acceptable .3* The rating was based
on an assessment of the overall quality of project planning, management, oversight,
monitoring and timeliness of implementation . Only one project was rated as Unsatisfactory
(C9-10e), while two projects were rated as Satisfactory (B112 and A5-17). The remaining ten
projects fell between the Moderately Satisfactory (seven projects) to Acceptable (iwo) levels.

There was no evidence of systematic corruption in the review portfolio.  The review did
not conduct a formal audit of UNDG ITF accounts. The field review teams made
observations on the quality and scope of works in regard to Bill of Quantity or other output
documents. They also received commentary from informants on a confidential basis. Within
this limited framework, t he teams found no evidence of systematic corruption. UNDG ITF
financial oversight appeared was good in this regard, although the mixed quality of some
programme monitoring could create an opportunity for corruption to occur. There were two
cases of specific irregularities that were following up with the implementing agencies.

The technical quality of UNDG ITF Project Documents was uneven, showing
improvement over time:

1 All projects used a common template and/or project design elements, providing
consistency to planning standards across the UNDG ITF portfolio. The template
adequately covered the major elements of a Results Based format, and was consistent
with agency standards;

1 Most projects had a Logical Framework with good activity and output statements. The
financial plannin g elements of projects also tended to be satisfactory, with quality
improving over time;

9 Statements of project rationale, objectives, outcomes and indicators were generally
weaker. Objectives or outcomes provided were actually activities or outputs. These
kinds of conceptual confusion appear in majority of project documents reviewed,

% The numerical value o®n Track to Achieve Objectivagas 1.3 of 2, above the baseline of 1 for being
Partially on Track. The rating was rounded down.

% The numerical rating for th&ffectivenesof the UNDG ITF portfolio was 1.8, below the Moderately
Satisfactory baseline of 2.
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including the 13 projects studied in the field and the additional 18 projects that were
assessed for their field study potential. The technical quality of project document did not
show a clear pattern of improvement over time; and

9 Four projects appeared to overstate the objectives and outcomes that could be achieved
with the activities/outputs described in the project.

The quality of planning for UNDG ITF projects was uneven . Many showed deficiencies,
with problems being particularly evident in seven of the 13 projects. Planning quality
improved over time, particularly when projects were implemented over several phases.

The majority of projects lacked a robust risk assessmen and basis in realistic assumptions.
Risk and assumption did not appear to be based on an actual assessment, and usually
focused on security conditions. Factors later affecting performance were often not identified.
Mitigation strategies outside of security tended to be weak. Performance on risk assessment
did not improve over time.

Projects generally did not have sustainability or exit strategies. The nature of these
requirements changed with each project:

9 For sustainability, projects were often unclear on how Government counterparts and
communities would receive, operate and maintain project outputs; a matter on the
counterpart side of capacity, resources and political considerations. However, there were
instances where projects did make contingency plans for supply of materials and
equipment to sustain operations, including beyond their contractual obligations; and

1 For exit, implementation through the DEX modality was sometimes not accompanied by
a build up of counterpart capacity to assume responsibili ty on project termination.

Performance developing project baseline and feasibility studies was mixed. The finding

takes into account the difficulty conducting normal planning activities in the Iraqi context,

such as acquiring data for baselines. Projet requirements also varied. Four UNDG ITF

projects were notable for their good pre-implementation planning and feasibility studies;

A5-17 (UNIDO), B1-14 (UNESCO); D203 (WHO) and E4hut w4 - w' EEDUE U240 w4 - (" ¢
was an example of good planning in a rapi d implementation situation. Projects A5 -02 (FAO),

C9-10e (UNDP), B1:06 (UNICEF), E301 (UNICEF) and E407 had weaker studies, sometime

relying on second party or dated Government information.

All projects had some combination of unrealistic objectives and implementation schedules.
There were three contributing factors: (i) rapidly changing conditions on the ground had an
effect on even the best performing projects; (ii) where they existed, planning deficiencies
meant that agencies did not have a clear picure of the project environment; and (iii) a
common theme from interviews was that agencies were under significant pressure from
donors to disburse. There as an incentive in the planning process, therefore, to adopt
optimistic schedules.

The value-added of the UNDG Cluster system to the quality of project design was
unclear. The Cluster system was an innovation responding to both the needs of the UNDG
ITF and the Iraq context, as well as UN reform objectives. Among its objectives, the system
was to strengthen the quality and relevance of projects through an inter -agency peer review.
The Steering Committee Support Office was also to play a role reviewing projects to
improve their technical quality of documents. The Cluster system was particularly
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importa nt given that project development and approval was the one site within the UNDG
ITF where implementing agencies were accountable outside of agency procedures, in this
case to other agencies working as peers in the same sectors.

The review did not condu ct a full assessment of the Cluster system, but made the following
observations:

1 All UNDG ITF projects were approved within the normal project selection procedures
(Cluster system or fast track approval), with the exception of C9-10e. In this regard, the
system was in place and functioning;

9 The Cluster system went through several revisions during the review period to improve
it design, first a reduction in the number of groups and then changes responding to the
recommendations of the UNDG ITF Governance and Organisational Review (PWC
2007) In this regard, the UN made efforts to streamline and improve performance ;

I The system evolved in 2008 into Sector Outcome Groups that introduced third party
participation into the peer review and decision -making process. The change responded
UOw&OYI UOEOEI WEOEwW. UT EOPUEUDOOEOW1il YPI Pwi DOED
provide a mechanism that is free from potential conflict of interest due to the fact that
members of the Steering Committee (SC) are also heads of the@xecuting agencies and in
UOOI wEEUI UOWEUIT wEOUOwWUT | w" OUUUI Uw3EUOwW, EOETIT UU
1 Accomplishing these outcomes was the result of significant effort on the part of the
agencies.

Regardless of these innovations, the actual value added of the C luster system to the
technical quality of project design appeared uneven. This was subsequently reflected in
the uneven quality of the project documents that emerged from the process. There were
often design deficiencies that would have been eliminated through a r obust review. Two
x UONT EOWEOEUOI OUUwPI Ul WUEGEOOOGAaWEUUTI UUI EwOOWE W
document when it entered the peer review and then on approval). They showed
improvement, although noting their quality going into the process was not u p to standard.
However, overall the quality of project documents should have been stronger if subjected to
a rigorous peer review.3 The review also noted that the SCSO did not have the human
resource capacity to meet its responsibility to provide technical support in a timely
manner.36

Project management structures and systems were of mixed quality , particularly during the
4-#8&w (3%z7UVUw DPOPUPEOwW Ox1 UEUPOOEOwW UUEUOwW Uxdw #1 0
innovations, primarily forms of virtual/remote managem ent. Systems showed improvement
over time, as implementing agencies learn, adjust to conditions and strengthen their

®*The PWC review found fiOon the cluster |l evel, and fro
was agreed that there is a general attitude of a Afri
(2007: p 57).

% The observation as consistent with a previous Scanteam finding (2007). Measures have been taken since
2007 to strengthen the SCSO6s capacity.
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structures. The most important factors affecting the performance of management system,
positively or negatively, were:

f Therobustnessofi 1 wbOx Ol O OUDPOT wel |l OEaz Uwi Bl OEwx Ul Ul OF
counterparts, contractors and monitors, the communications between the field and
Amman and the extent to which agencies had direct knowledge of their field staff;

1 The strength of checks, balances and quality benchmarks within the implementation
process, such as robust tendering processes and a detailed Bill of Quantity. There were
several examples of projects with an inadequate Bill of Quantity that contributed to
implementation problems;

1 The strength of quality assurance and monitoring in the field. In particular, the use of
independent third party monitoring emerged as a best practice. Satisfactory performing
projects tended to have strong monitoring, feeding back into the management cycle; and

1 Depending on the nature of the project, the existence of a Project Management Team and
a stakeholder Steering Committee emerged as best practice, strengthening field presence
and relations with stakeholders.

The quality of monitoring was mixed at th e project-level. Robust monitoring was central to
from Iraq in 2004. The review found that all projects reviewed had monitoring systems built
into their design. Those systems were active and generating the information as per technical
requirements during implementation, feeding information into agency systems and the
UNDG ITF Six Monthly Reports However, there were concerns about the robustness ofsome
monitoring systems, and the quality and reliability of information being generated for some
projects.

The review encountered concerns about independent verification:

1 There was a limited amount of independent verification. Six of the 13 projects had form
of government monitor ing and two had independent monitoring. 37 Other than that,
agencies had sole responsibility for the quality of monitoring. Neither the robustness of
monitoring systems nor the quality of information was subject to external verification.
Only three of the 13 projects had been subject to an independent evaluation of some
kind; and

1 There was no instance in the UNDG ITF structure responsible for verifying the quality
and accuracy of agency reporting. The New York UNDG ITF unit has responsibility for
compiling th e Sixmonthly Reports to donors. There appeared to be numerous cases
when the unit sent back questions of clarification or requests for information/revision to
agencies. However, it has neither the mandate nor capacity to verify quality and
accuracy.

The absence of independent monitoring or a verification capacity within the UNDG ITF
structure created a gap in the accountability and quality assurance systems. There were also
concerns about the quality of some monitoring systems. The review assessed eightof the

3" The review took particular note of the strengthening of UNICEF system, betwe@® &1id B112.
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systems as being satisfactory. These projects had good networks in the field, or placed
within Project Management Units inside of Iraq. The persons conducting the monitoring
appeared to be qualified in their positions, and the scope of the coveragewas sufficient. As a
result, those agencies appeared to have a good technical understanding to the status and
quality of projects, and the difficulties being encountered. Common problems affecting those
projects with less robust systems included:

1 Weaker monitoring networks in the field, either in terms of coverage or of the quality
persons doing the monitoring;

1 Some projects had difficulty contracting reliable monitors, although this situation has
improved over time as agencies develop rosters and have replaced non-performing
monitors; and

1 Unclear monitoring frameworks, such as good Bills of Quality for construction projects.

In these instances, agencies did not have a complete view of field operations. The review
encountered at least four projects where the agencies were not aware of important quality
problems or changes at the site level (B106, E301, E306, E407). The common characteristic
was that these projects had multiple field activities spread over large and/or conflict affected
areas (with the exception of E4-07). A larger and mobile network of monitors with specific
skills (often engineering or construction) was required, and agencies appeared to have
difficulty assembling them during the initial phase of the IRFFI.

The quality of indiv idual project reporting by agencies into the IRFFI system was mixed.
All 13 projects were in technical compliance with UNDG ITF reporting requirements,
contributing to transparency. However, there was a set of problems common throughout:

1 The review found no evidence of intentionally misleading or deceptive information;

1 There is a large amount of information on activities and outputs. The information was
generally accurate againstthe findings of the field study. There were some exceptions,
such as projectB1-06 which did not report on quality problems encountered in school
construction and rehabilitation;

1 Projectlevel reporting was narrative, focused on outputs and activities. There has been
little effort to monitor or evaluate for outcomes, or to provide analysis of the context;

1 A lack of quality benchmarks at the output level results in agencies focusing on
reporting the quantitative aspects of planned activities, rather than the quality of those
activities;

1 There is little critical self-assessment of poject/agency performance and conditions.
Reporting often provided incomplete information/assessment on the reasons for lengthy
delays, reductions in scope or assessment of implementation problems;

1 There is limited information from independent sources, suc h as evaluations to
compliment agency reporting; 38

3 UNIDO, UNESCO and Habitatrpduced good independent evaluation reports that were worthy of note.

Final Report: Volume One i Main Report T 497



9 At least four projects were found not to be in compliance with either agency or United
Nations Evaluation Group standards; and

1 Reporting problems often relate back to the project documents themselves. Unclear
objective and outcome statement, conceptual confusion between outcomes and outputs
and uneven indicators contributed to downstream problems establishing monitoring
frameworks.

Incomplete or uncritical reporting on context had implications for under standing what the
IRFFI as a system has delivered. Project E®6 was an example. The UNDP reported all
works as 100 percent complete. The field study verified that works were indeed complete,
had been turned over to government and the UNDP was in technical compliance with its
project obligations. However, six months later the works were not operational as the result

of a political dispute between two levels of government. Government did not have the

capacity to maintain the works, and there were signs of deterioration. In this regard, the
UNDP had delivered an output, but the IRFFI as a partnership between the UNDP and

Government had not delivered an outcome of benefit to the host communities. The UNDP

appeared to be aware of the problem, but did not include related information into its

reporting. The UNDG ITF Seventh Six Month Reporsubsequently reported the project as
complete. A similar situation was encountered with UNICEF project Bl -06, where
government had difficulty maintaining rehabilitated schools, and several other projects.

Of additional concern, five projects showed discrepancies between what was reported into
the UNDG ITF system and the outputs encountered in the field study (B1 -06, C910e, E301,
E3-06, E407). These related to the scope, qualig and/or location of outputs. The review had

no evidence that discrepancies were the results of an intentional effort to mislead. Rather,
they resulted from weaknesses in monitoring and evaluation systems. Again, incomplete

and/or inaccurate information fo und its way into the Six-Month Reporting without critical

assessment. The review also noted thatQuarterly Reportfiches for six projects were out of
date, or contained information that was inconsistent with official reporting. 3°

The review found that the Six-monthly reports were comprehensive documents, with a
significant of relevant information that contributed to the transparency. The reports appear
to have been under-utilised by stakeholders. A factor was the limited outcome information,
without which donors felt there was insufficient analytical content. This relates back to the
information received by the UNDP ITF unit from the implementing agencies.

The average implementation delay for UNDG ITF projects was 130 percent over the
estimated duration on approval .*° The shortest delay was 30 percent (B106), with the
longest being 450 percent (C910e)# In addition, eight projects experienced a change in

% The quarterly project fiches are an unofficial information source, developed at the request of donors for quick
reference.

“0 For example, a 12 month project experiencing a 130 peiogriementation delay would have taken
approximately 28 months to implement.

“1 F8-05 was not delayed. However, the project was approved retroactively with implementation beginning six
months before formal approval.
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scope, usually leading to the reduction of outputs. Deteriorating security conditions were a
major contributing factor, with political instability and capacity limitations on the Iraqi side.

However, security -related delays were exacerbated by the uneven quality of planning, risk
assessment and project management.

5.1.2 Effectiveness of the UNDG ITF

The Effectiveness rating of the UNDG ITF portfolio was  Moderately Satisfactory .42 The

rating was based on an assessment of the extent to which the objectives of UNDG ITF project

are being achieved, and the extent to which these are contributing to the broader IRFFI

OENT EUPYI! wOl wEwW?2UPPI U668 wUI UxOOUI wi OUwi pOEOCEDOT 1
element of subjectivity, balancing outcomes with what could reasonably be expected under

the prevailing conditions, and noting that none of the projects reviewed was completed

within the originally approved objectives, scope or schedule.

There was clear evidence from the field study that the UNDG ITF is making an important
contribution to Iragi recovery, under difficult conditions . The review verified that project
outputs were generally delivered as reported, with some exceptions in the five projects
where discrepancies were found. Outputs were generally of satisfactory. Quality concerns
were identified with components of eight projects. While influenced by local conditions is
related, concerns were also the results of factors such as incomplete Bill of Quality, poor
materials and workmanship and inadequate scope of planning (eg: water piping not
adequate for demand).

There were three project typographies in the review portfolio, which different
performance levels :

1 Projects designed to have a Quick Impaeto projects had a quick impact profile. Neither

achieved quick impact objectives, except possibly in the area of employment generation.

One project (C9-10e) was approved through the Fast Track procedure but experienced a

450 percent implementation delay. Project E306 was described in some documentation

EUWEI POT w?ZBUPEQwWDPOXEEU? WEUUwWI Rx1 UPI OEl EwEwW!t k°
Planning and management related concerns accounted for a significant part of the delays

experienced by these projects. The UNDP also reported that it restructured the project in

response to community requests, which added time;

T ShortUl UOw?T Exwi DPOODOT 2 wOajett<six Projécd Ba0s, BE1IO,BPET wEI O
24,E301,E306 and F8Y k Awb 1l Ul w?T Exwi POOPOT » wOUwl O1 UT 1T OEaL
- UNICEF projects in the education sector made a notable contribution to re-initiating
and stabilising education services, quality concerns with B1-06 notwithstanding.
There was evidence of improved enrolment, and that the schools contributed to a
broader sense of stability in communities;

- There was evidence of a UNDG contribution to restoring the capacity of the electrical
grid. In Mosul, the contribution of E4 -07 was highly relevant to recovery needs;

2 The numerical rating for thEffectvenessof the UNDG ITF portfolio was 2.2, above the baseline of 2 for
Moderately Satisfactory.
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- Project F805 made a contribution both to improving the situation of IDPs and
building capacity in Government institutions to

- Infrastructure projects were less successful, paricularly across the entire WATSAN
sector. This statement applies for both IRFFI (UNDG ITF and World Bank ITF) and
non-IRFFI projects, with similar problems experienced across the scope of the sector;
and

Recovery projects used the DEX modality to complement the limited capacity of Iraq

state institutions. Capacity Development tended to not be a primary objective, with

activities limited in scope and focused on the needs of the project (operations and
maintenance) rather than at the system level. Assumptions that Iraqi institutions could

operate and maintain the outputs were often not correct, leading to sustainability

problems after turn over.

1 Mediumterm recoveryoriented projectajsually with a combination of policy and capacity
development objectives. FHve projects had a medium-term profile (A5 -02, A517, B114,
D2-03 and E416). These projects tended to be well performing. There was evidence of a
contribution to service delivery, policy development and capacity building at both the
systems and project goeration levels. Achievement in education and health were notable.
All left installed systems -level goods that appeared to be functioning. For example, A5-
02, D203 and E416 contributed to the creation of national information systems in the
areas of irrigation, housing policy and healthcare. Again, assumptions that Iraqi
institutions could operate and maintain the outputs were not always correct, leading to
sustainability problems.

The UNDG ITF, therefore, had limited impact as a quick impactmechanism.4? The fund has
had better success withrecoveryoriented projects, where agencies have provided services in
a gapfilling role while state institutions strengthen. These goods have generally not been

designed to include capacity development, beyond project-level technical requirements.
Their value has been eroded by delays, concerns over quality and sustainability, and the
limited capacity of state institutions to absorb outputs. Projects with a more developmental

focus (combining aspects of service delivery with policy and capacity development)

appeared to show greater efficiency and effectiveness. Contributing factors were better
planning and engagement from the Ministries.

The relevance of projects appeared uneven. Relevance was undermined by the lack of an
overall strategic framework for the IRFFI, resulting in part from limits on Iraq ownership
and donor leadership. The framework for decision -making included the Joint Assessment
and the United Nations Assistance Strategy for Irémy 2004 followed by the strategy for 2005
2007. In 2005, the Iragi National Development Strategy became available. These were also
supported by agency planning. All projects in the study were peer reviewed and approved
within these frameworks. However, the definition of priorities was broad, with limited
sequencing of priorities from among the extensive needs. Agencies, therefore, were left to

“3 This statement is made recognising that the sampling of two projects might not be representative, and that the
UNDG ITF disbursed over USD 100 million itsifirst year of operation.
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interpret the situation within the context of their own mandates. Some projects appeared to
be highly relevance to a post-conflict environmen t; for example, the restoration of health,
education, pumping and electrical systems. Others, such as community livelihoods,
appeared less relevant to the context.

5.1.3 Value for Money of the UNDG ITF

The Value for Money rating for UNDG ITF portfolio was Moderately Satisfactory .4 The
rating was based on an assessment of the overallvalue of projects, combining efficiency, the
value of Outputs/Outcomes to beneficiaries, and relevance.

After four years of operation and the disbursement of USD 850 million, the UND G ITF has
delivered real outputs in the portfolio of projects reviewed. These related to the delivery of
public services, the strengthening of systems at the sector level and strengthening of
capacity, all of which have contributed to Iragi recovery. Outpu ts were valued by the
beneficiaries interviewed.

The UNCT has taken steps strengthen its strategic framework and coordination structures.

In this regard, there was evidence that the UNDG ITF has made efforts to respond to both
the changing Iragi context, as well as enhance Iraqi ownership and improve coordination
with Government entities. The UNDG ITF shows a high level of transparency through the

six month reporting system, and the IRFFI website, which has previously been evaluated as
comprehensive and abest practice for MDTF systems (Scanteam 2007, PWC 2007, OAIl 2006).
As well, the use of UN systems for financial management and oversight has reduced the risk
of corruption. The reviewed placed these observations within the context of the UNDG

( 3 %z U ledhvelvethént of a 40 percent closure rate of the 141 approved projects.

The value of those outputs has been eroded implementation delays, reduced project scope
and the mixed quality and relevance of some projects/outputs, with a particular effect on the
IRFFI objective of achieving quick impacts. The average implementation delay on the 13
projects reviewed was 130 percent, and all projects experienced a reduction in scope.
External factors were a significant contributing factor; to delays and reductions or changes in
the scope of projects: insecurity, changes in cost structures and weakness in government
structures among other factors. However, the quality of UNDG ITF project design,
management, oversight and the robustness of peer review within the UNDG ITF Cluster
were also factors. These were not adequately assessed in UNDG ITF reporting.

5.1.4 National Ownership of the UNDG ITF

The National Ownership rating for UNDF ITF projects was  Moderately Satisfactory .5 The
rating reflects agency compliance with the technical requirements of ownership, and
subsequent engagement with Iragi authorities during implementation. It does not fully
reflect the quality of ownership; the degree to which Iragi counterparts took a leadership
role, defined requirements, maintained oversight and absorbed outputs.

*4The numerical rating for théalue for Moneyf the UNDG ITF portfolio wa®.2 abovehe baseline of 2 for
Moderately Satisfactory.

“5The numerical rating for thidational Ownershipvas 2.5, above the baseline of 2 for Madely Satisfactory.
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In this context:

1 All UNDG ITF projects met the technical requirements of ownership (request and
approval of the counterpart agency, as well as approval from the IRSB);

1 Had some level of Iraq counterpart involvement during implementation, with
counterparts often expressing general satisfaction with their role in the project;

1 The quality of ownership was affected when counterparts did not have adequate
capacity to fully participate, or to maintain oversight of the services b eing delivered. This
created its own accountability dilemma; weakness of implementing agency
accountability to Iragi counterparts that themselves had limited oversight capacity;

1 Poor communication within the Iragi Government also appeared to undermine
ownership, where implementation was affected by tensions between different ministries
or levels of Government;

9 Sustainability problems in project design and hand over undermined ownership of
project outputs.

Some reports were received during the field study of agencies moving ahead with projects
without the appropriate level of consultation. However, this information was often
anecdotal and difficult to verify. Where occurring, agencies appeared to be balancing
implementation pressure with the reality of limi ted counterpart systems, not always with a
satisfactory outcome.

5.2 The World Bank ITF

The overall World Bank ITF portfolio of four projects was assessed as beingPartially on

Track to achieving its objectives . The numerical value of On Track to Achieve Objageswas
1.5 of 2, above the baseline of 1 for being Partially on Track. Only one project was found to
be not on track, resulting primarily from extreme secutity conditions .

5.2.1 Efficiency of the World Bank ITF

The Efficiency rating of the World Bank ITF por tfolio was Moderately Satisfactory .46 No
project was rated Unsatisfactory, while two projects were rated as Satisfactory; the
Household Survey and Community Infrastructure projects.

The technical quality of World Bank ITF Project Documents was good.  All pro ject
documents had clearly developed Logical Frameworks, linking resources, activities and
outputs. Project rationales were well developed and the quality of information was good.
Objective and outcome statements were less well articulated.

The four World Bank ITF projects reviewed were supported by good technical planning

and risk assessment. Projects were supported by good baseline, feasibility studies and/or
technical assessmentsThese were conducted in collaboration between government and the
World Bank. All projects had comprehensive risk assessments, which identified many of the

¢ The numerical rating for thEfficiencyof the World Bank ITF portfolio was 2.5, above the baseline of 2 for
Moderately Satisfactory.
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challenged later encountered during implementation. The quality of planning was
undermined by unrealistic assumptions about conditions, objectives, scope of works and
timelin es. These related to the deteriorating security situation, political instability and its
affect on counterpart ministries and the capacity of Iraqi institutions. Larger infrastructure
work in the WATSAN sector was particularly vulnerable, with the Educatio n sector affected
to a lesser extent.While projects were re-designed at the technical level, it did not appear
that the basic objectives and assumptions were reassessed as conditions deteriorated.

The quality of monitoring was robust.  All project had Wo rld Bank, Government and
independent monitoring. Monitoring Agent reports (independent) were submitted on a
regular basis and were of good quality. Monitoring systems were operational on all four
projects reviewed. They added depth to information on perfor mance problems, field
conditions as well as recommendations for improvements.4” The technical quality of
monitoring documents was good, and accurately reflected in World Bank ITF reporting to
the IRFFI system.

The quality of project reporting was good. All four projects were in technical compliance
with reporting requirements, contributing to IRFFI transparency. Project -level reporting
tended to be focused on outputs and activities, with little information on outcomes available.
The lack of outcome informati on resulted largely from the fact that none of the projects
reviewed was closed, although the Community Infrastructure project was near completion.
However, the design of monitoring systems may result in difficulty assessing outcome at a
later date. It reflects, therefore, the weakness of outcome statements in the project
documents themselves.

As additional observations on reporting:

1 The Monitoring Agent made an important contribution to the overall quality of
reporting, lending the credibility of third p arty verification. There was clear evidence
that the agent reporting was used in the management and decision-making feedback
loop;

1 Overall reporting tended to provide a critical assessment of performance, including in
areas where the World Bank ITF neededto make improvements;

9 The field study encountered no discrepancies between outputs and conditions described
in the reporting, and those observed during site visits; and

1 The review found that the bi -annual Report to Donors were comprehensive documents,
with a significant of relevant information that contributed to the transparency. The
reports appear to have been under-utilized by stakeholders. Concerns related to the
output focus of the reporting, and limitation on outcomes.

The average implementation de lay was 70 percent, for the four projects reviewed. The
range was between 60 and 90 percent® Three of the four projects also experienced a change

*" There were statements from two projects that the Monitoring Agent requirements might bedtdor rige
Irag context, with the degree of formalism being unpractical and contributing to delays.

“8 This figure is not easily comparable with UNDG ITF projects given the different nature and scope of the
projects.
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in scope, resulting in significant for WATSAN and School Construction. Deteriorating
security conditions were an important cause of delays. The WATSAN particularly
vulnerable, as large scale, complex and visible initiative whose counterpart had
strengthening but still limited capacity. The School Construction project experienced delays
and quality concerns related to security, and the difficulty in sourcing materials, contractors
and project supervisors of adequate quality.

As contributing factors, informants and reporting noted: Problems in the Project
Management Teams, including frequent changes in staff; lengthy procedural and approval
delays within line ministries; uneven collaboration with ministries; payment delays for Iraqi
Dinars; inadequate provision of advance funding from the Ministry of Finance resulting in a
lack of liquidity in project accounts; Inef ficient domestic banking system, and; Currency
fluctuations and price escalation. As other factors, the field study observed:

1 Inaccurate assumptions about conditions, leading to overly ambitious objectives, scope
and/or schedules;

1 Projects were implemented through government and depended on the capacity Iraqi
institutions; human as well as institutional capacity for planning and decision -making,
as well as resources. Initial assessment/understanding of these capacities was inaccurate;
and

1 Ministries were vulnerable to political instability, which had significant implications for
operations (such as high staff turnover and policy change resulting from change in
government).

5.2.2 Effectiveness of the World Bank ITF

There was clear evidence that the World Bank | TF is making a contribution to Iraqi
recovery, under difficult conditions.  The Facility has:

1 Delivered tangible goods, with notable contributions made through the Household
Survey (policy data and statistical systems), Community | nfrastructure (small scale
irrigation) and in the Education sector;

1 The review verified that project outputs were generally delivered as reported. There
were no discrepancies between reporting and the outputs reviewed, or evidence of
corruption. Outputs were generally of good qua lity, functioning and valued by
beneficiaries;

1 Exceptions related to the quality of some schools and some WATSAN works, with the
latter suffering significant delays and reductions in the scope of work ; and

1 Has made an important contribution to strengtheni ng the capacity and systems of Iraqi

The World Bank ITF projects reviewed had a single typography; National
Implementation through line ministries with the World Bank providing technical
support. All pr ojects in the review portfolio:

1 Were situated inside of government institutions, and implemented by Iraqi authorities.
In this regard, performance depended largely on Iraqi counterparts;

Final Report: Volume One i Main Report T 5671



I Had some combination of service delivery with a medium -term focus, policy and
capacity development;

1 Had Project Management Teams comprised of Iraqi officials and consultants. Beyond
x UONT EOWwOEOGETT Ol OUOwWUT T Ul whEUwI YPDEI OET woOl w?2Ux
capacity of the host ministry; and

1 The quality of World Bank technical support was assessed as good by counterparts.

The effectiveness of the World Bank ITF has been eroded by implementation delays and
changes in project scope. This will particularly be the case for the WATSAN project, which
shows the largest reduction in scope. In essence, the World Bank ITF will deliver a small
scope of outputs over a longer time frame. While noting significant external factors, some
delays results from unrealistic objectives and scope in the original planning process.

5.2.3 Value for Money of the World Bank ITF

The Value for Money of the World Bank ITF portfolio was rated as Moderately

Satisfactory 431 1 w@UEOPUaA WOl wOUUx UUUWEOQEwWUT O YEOQOET whEUL
contribution to capacity development. Value for mone y of the projects reviewed was eroded

by implementation delays, reductions in scope and poor performance in the WATSAN

sector. The latter required a strategic discussion of the appropriatenes i w UT I w x UONI E
objectives.

5.2.4 National Ownership

The rating on National Ownership for the World Bank ITF portfolio was Satisfactory .5
All projects were designed and implemented by Iragi institutions, with technical support
from the World Bank. All technical requirements of ownership were met (ISRB and Ministry
approvals). Ministries generally showed good commitment to the projects, in the context of
prevailing conditions.

5.3 Observations on National Ownership

5.3.1 Observations on National Ownership

The IRFFI model was based on the assumption strong national ownership, setting recovery
priorities and playing a central role in decision -making through the IRSB. Stakeholders
considered the Iragi National Development Strated2005) a significant accomplishment under
prevailing conditions, and the strategy was used by the two Facilities as part of their

limited.

The ISRB was previously assessed as making and important contribution to ownership, with
its capacity strengthening over time (Scantean 2007: Vol. 2, p. 24). However, the ISRB

9 The numerical rating of thealue forMoneyof the World Bank ITF portfolio was 2, equal to the baseline for
Moderately Satisfactory.

0 The numerical rating foNational Ownershipvas 2.8, below the baseline for Satisfactory of 3. The
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remained weak and affected by high staff turnover during much of the review period.
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review and decision-making on ind ividual IRFFI projects. Line Ministries collaborating with

the UNDG ITF and the World Bank ITF had mixed capacity to play a leadership role leading

projects.

The following observations on national ownership are summarised from interviews and
correspondence with Dr. Huda Malik, Director General of International Cooperation
Directorate and Executive Secretary/ Iragi Strategic Review Board, Ministry of Planning &
Development Cooperation. They reflect the IRSB exerience, and that of the MOPDC:

Effective national ownership requires the Partner Country exercise leadership. This means
that the country has a national vision for reconstruction and development, supported by a
political consensus and the determination. The vision must be translated into executable
policies, programmes, and projects, taking into consideration human and material resources.
The country must then have adequate institutional and human capacity for implementation.

None of these conditions existed in Iraq. The main obstacle is the lackof a unifying political
consensus for reconstruction and development. The political process is immature and has
not been able to able to develop this vision. In other words, the main cause for fragility is the
lack of sound and productive political dialog ue. Iragi institutions collapsed after the regime
change in 2003, accompanied by a severe brain drain that escalated as security conditions
limited capacity to delive r services, including security and justice. We end up with weak
institutions that are not able to function properly and implement the investment programs
financed by the national budget.

International assistance to Iraq failed to address the true causes  fragility, which was a
state building programme that enabled and empower Iraqgi institutions to take the lead in
the reconstruction efforts. Some attempts were made in building the National Development
Strategy and other reforms programs, including the In ternational Compact with Iraq.
However, the limited national consensus and capacity inhibited putting these in real action.

National capacity means building both human capacity and institutional capacity, and

ensuring the right strategies and systems in place. Instead of taking this broader approach,

technical assistance focused on individual capacity building rather that developing

institutional capacity. Often this related to the needs of managing individual projects rather

than on the real needs of thesystem. Only limited support was provided to build vision for
DPOUUDPUUUDOOEOQWEEXEEPUAWET YI OOxOI OUB w# OOOUZ UWE x x
undermined Iraqi institutions, and could be described as harmful as corruption has been

encouraged. Also a relief mentality was developed, as it inhibited ministries capacity to

respond to immediate needs of the population.

The lesson to be learned from Iraq is that ownership has to be built gradually, first with the
national vision and then by taking a sy stems approach to developing institutions. The
development needs are unlimited and can make priority setting difficult. Apart from giving
humanitarian assistance a priority, it would have been better to adopt sequential approach
of reform, where governance and institutional building were given priority, including over
large scale infrastructure development. Then a gradual approach could be suitable within a
general strategy adopting free market principles and procedures. We can say that conflict
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and post conflict reconstruction should be a development issue where full package of
economic, social, political reforms are needed, and not a ready formula that cannot suit the
country economic and social conditions.

5.4 Findings and Conclusions on Efficiency and Effectiveness

The International Reconstruction Fund Facility for Irag (IRFFI) is making an important
contribution to recovery in Iraq. There was evidence that the IRFFI serves as a point of
engagement between the International Community, the Government of Iraq a nd the Iraqi
people. Most of the 17 projects reviewed showed a real and meaningful impact in the lives of
beneficiaries, and were making progress towards their objectives. Some projects are
strengthening Government capacity and contributing to the medium -term delivery of
essential public services. The review did not encounter evidence of systematic corruption,
and the level of transparency was good. These accomplishments were realised despite
extreme security conditions, which were unprecedented for an MDTF operation.

The review found the following accomplishments:

1 wl BT T WEEUDYDPUA wWOI YI OWET UxPUI wxOOUwi DIl OEWEODET

141 projects and USD 850 million in disbursements;
1 Broad and complementary portfolios, with significant programme reach to address

(UE@GzUwUI EOYI UawOll 1 EUBwW3T 1T w(1%%( wb-eldhuafdE x EE Ol u

medium -term recovery needs simultaneously. Its reach also extended from the sector
and systems levels, down to specific works at the community level. No other MDTF has
had this scope or capacity;

9 Effective support to capacity development in Iraqi institutions, including strengthening
the policy environment. These were more significant for the World Bank ITF given: (i) its
focus on implementation th rough government, and (ii) the fact that almost half the
UNDG ITF projects reviewed were quick impact or short -term service delivery activities
that had only limited capacity development objectives. However, the reviewed noted
UNDTF ITF contributions to he alth, irrigation, education and housing policy;

1 The delivery of tangible physical goods. These have been appreciated by beneficiaries
and there was evidence from the field study that delivery has contributed to both
limited portfolio were contributions in the following sectors:

- Education, through the construction and rehabilitation of schools, provision of
essential learning materials and strengthening of the vocational education system.
These projects contributed to restoring education services and stabilising the system.

37T Ul whEUWEOUOwI YPEI OET wUOT EVwUOT T wOxi OPOT woOi w

situation in some communities.

- Restoring healthcare services, and grengthening the overall healthcare system and
policy framework.

- Some contribution in the areas of infrastructure (electrical generation, pumping and
irrigation).

- Short-term employment creation in a high unemployment environment.

1 A high level of tr ansparency and risk reduction, through using the monitoring and
financial management systems of the Administrators and the website.
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of the 17 IRFFI projects reviewed was delayed; by an average of 130 percent over the

approved duration for UNDG ITF projects 5t and 70 percent for World Bank ITF projects.s2

All projects experienced some combination of a change to their objectives and/or a change or

reduction in the scope of outputs. Projects related to infrastructure (water and sanitation)

were particularly affected.

Delays and reduced scope undermined the outcomesand value & moneyof IRFFI projects.
These were a partly the consequence of field conditions and deficiencies in the planning,
management and oversight of some IRFFI projects, particularly for the UNDG ITF.
However, performance concerns must be set in the context oflarger framework conditions,
which had an equally significant impact on implementation. Analysis of performance factor
places emphasis on the IRFFI/MDTF model has an integrated system, linking Iraqi
ownership to governance, administration, project impleme ntation and reporting. Project
performance was conditioned by the performance of each level of the system. Within this
framework:

1 The Government of Iraq was not in a position to fully exercise its ownership of the IRFFI,
through leadership, policy directio n and engagement in project approval. The National
Development Strategy2005) was an important achievement, but could only provide a
technocratic framework that did not solve the deeper problems of political instability.
State institutions had significant security, political and capacity constraints on their
ability to act as effective counterparts, with high staff turnover being a significant
problem. For the UNDG ITF, institutions also had difficulty absorbing and maintaining
some project outputs;

1 The Donor Committee did not provide adequate strategic guidance or oversight during
the period 2004-2007. Robust engagement was needed to offset limited Iraqi ownership
and respond to deteriorating security conditions. The Committee did not meet on a
regular basis, or provide sufficient guidance on the strategic orientation of the IRFFI and
the appropriateness of some activities in light of conditions. In the absence of such
engagement, risk and responsibility was shifted to the Administrators whose mandate
was not suited for the task;

T 37T 1T w(1%%(zU0wi UOOwxOUI OUPEOQWUOWEEEUI UUWEWEUOEE W
the lack of coordination between the two facilities. Without a coherent effort to identify
the distinct contributions that could be made by th e World Bank and the United Nations,
the IRFFI did not develop the synergies needed to work across the requirements of
building state institutions in the medium -term, while at the same time addressing the
urgent and short-term needs of recovery. This point is made noting that there were
initiatives within the individual portfolios aimed at bridging the gap; and

51 Delays for UNDG ITF projects ranged between 30 percentand 450 percent.

52 Delays for World Bank ITF projects ranged between 60 percent and 90 percent, noting that the
World Bank ITF projects usually had longer implementation schedules .
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1 The orientation of project-level reporting creates a feedback problem. Reporting has been
narrative, and focused on the technical dimension of activities and outputs. The result is
a significant volume of narrative information that meets the requirements of
UUEOUxEUI OEadw' OPI YI UOwWwPUwbUwOOUwWUI EEPOAWEEET U
the situation, IRFFI performance, and to support decision-making. For the UNDG ITF,
Ul 1T Ul wEOUOwWExxI EUIl EwUOwWEI wEwWUI OUEUEOET wUOw E
undermined perceptions about the credibility of reporting.

The IRRI experience also reveals accountability gaps in the UNDG ITF model. Potential
conflicts of interest in the Cluster system were addressed by adopting Outcome Groups,
with independent participation. However, accountability remains incomplete. Responsibility
moves wholly to individual agencies after project approval. There is no central point in the
UNDG ITF system with authority for oversight and quality control. The Steering Committee
has final authorisation to approve projects. However, it had no means to assure the quality
of implementation or to follow up on issues of concern. This creates a problem of
responsibility without the means to meet related obligations. Without system -level UNDG
ITF oversight and/or limited independent monitoring, an element of accountability was
absent.
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Annex A: Terms of Reference

Background

IRFFI was designed as a vehicle to channel reconstruction assistance to Iraq in an effective
and coordinated fashion. It has been in operation since June 2004. The implementation of
programs under IRFFI has taken place in an exceptionally challenging environment wher e
security concerns make it difficult to deliver assistance, as well as to verify delivery and
assess results achieved on the ground. As a result, questions are often raised about the
relative efficiency and effectiveness of Trust Fund mechanisms versus dher means of
delivering assistance, in particular bilateral mechanisms.

The UN has carried out an independent review of its operations under IRFFI, focussing on
appropriateness, efficiency and effectiveness of the processes put in place to allocate
resources and implement reconstruction programs. The WB has undertaken an assessment
of its experience to date of institutional and organizations arrangements under IRFFI.

At its Dead Sea meeting of July 1819, 2005, the IRFFI Donor Committee agreed in princple
to initiate a multi -donor stocktaking exercise to review the program implementation and
results thus far. It mandated a subcommittee, the Review Steering Committee (RSC),
comprised of 4 major donors: Canada, the European Commission, Japan and the UK ©
move this exercise forward. It was agreed that Donors to IRFFI should play a lead role in
this exercise in order to ensure an armslength relationship to program implementation and
maximize credibility.

The proposed monitoring and evaluation exercise is aimed at providing an independent
review of the appropriateness, efficiency and effectiveness of IRFFI supported programs and
projects as implemented by the UNDG and the World Bank (WB). While it is too early to
measure the full impact of these programs, it is important to examine the implementation
thus far in order to draw lessons and take corrective actions as appropriate.

The RSC will work closely with the Gol, the UN, and the WB in carrying out the exercise of
the Stocktaking Review that will buil d on and complement the UN and WB internal reviews.
(Review reports will only be made available to the winning company).

The multi -donor stocktaking review will be provided to current and potential donors to
IRFFI, as well as to the Government of Iragq, the UN and the World Bank. It will be
important for both the accountability of the Iraqi authorities to the Iragi people, as well as
donor agencies to their taxpayers. It is expected that the review may also help the
international community in the design o f other Multi -donor Trust Funds in other complex
crises. The review results may also facilitate efforts towards increased contributions to IRFFI
and further expansion of the donor base. Detailed information on the activities of the IRFFI
is available at www.irffi.org .

Objective and Scope of the Stocktaking Review

Whereas the UN and the WB evaluations that have already been undertaken focus on the
adequacy and appropriateness of processes established under IRFFI, the multidonor
stocktaking review will focus on whether IRFFI programs and projects are on track, being

implemented in an effective and efficient manner and providing value -for-money. The
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results of the review will also be used to re-align IRFFI behind the present day realities in
Iraqg.

The objectives of this stocktaking review are to assess:

1) Whether programming implementation is on track to achieve the intended results
as outlined for the IRFFI programme;

2) Whether programming is being implemented in an effe ctive and efficient manner
3) Whether the program investments are providing value for money and

4) The extent to which IRFFI provides an effective mechanism for Iraqis to engage
with donors and for donors to meet Iragi needs.

5) What lessons have beenéarnt on what worked under IRFFI, what did not work,
and why?

The stocktaking review will include visits to a representative sampling of projects in Iraq to
validate project implementation and results. It will build upon and complement the
evaluations that the UN and the WB have been conducting on the management and
operation of their respective trust funds under IRFFI.

The stocktaking exercise will also provide a comparative view of the UN and WB programs
under IRFFI, as well as a comparison with other methods of delivering reconstruction
assistance and capacity building programmes to lIrag, in particular through bilateral
channels.

Outputs/Reporting

All reports must be made available in English in 2 hard copies: 1 to RSC (CIDA), who will
consolidate the comments of the Gol, WB and UN, and 1 copy to UNOPS, as well as in
electronic format by e-mail to all members of the RSC and UNOPS. Contact details will be
provided.

Inception report including a state -of-affairs and a proposed list of selected projects, tobe
submitted after initial discussions with agencies involved and no later than 4 weeks after
initiation of activities in Irag.

Status report including a) a detailed and updated methodology and time frame/schedule
based on indepth documentation review an d interviews with key stakeholders in New
York, Washington, Amman and Baghdad, in selected donor capitals and at the headquarters
of UN and WB specialized agencies. For practical purposes, the interviews can be conducted
in part by telephone or conference calls. A detailed outline of the final report upon
completion of the fieldwork in Iraq and interviews in Amman and Baghdad. A draft final
report with findings, conclusions and recommendations, including recommendations on
future directions for the IRRFI.

A summary presentation of the main findings, lessons learned, conclusions and
recommendations that include recommendations with an outlook for future directions for
the IRRFI, of the stocktaking review, taking into consideration comments received from the
Gol, WB and UN, and the members of the RSC to be presented to the IRFFI Donor
Committee meeting. All comments from the above mentioned entities will be consolidated
by RSC.
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Final report
Activities
The work will include but not necessarily be limited to the following activities:
A Establish working relationship and set -up with the RSC
A Review documentation and gather information on programs and projects funded
under IRFFI (Document based analysis of the Fund and projeatd produce an overall

analysis of the Fund, identifying the projects to be visited in order to substantiate this
initial analysis.

A Interview involved implementing agencies/donors (Headquarters and in the field)

A Select projects to be reviewed to complement, substantiate initial analysis of the Fund

A Liaise with the Iragi government

A Select and contract Iragi academics/researchers for the field work, if so required

A Carry out field visits to project sites in Iraq

A Compare UN and WB projects.

A Compare IRFFI projects with bilateral programmes and other reconstruction
program

A Describe formal workshop activities to be undertaken, if any

A Debrief IRFFI Donor Committee meeting

i. Working relationship and set -up wit h RSC briefing and de-briefing sessions, agreement on
frequency of meetings.

ii. Review of documentation and gather information on IRFFI programs and projects: The

firm selected will review all appropriate documentation on programs and projects funded

under IRFFI. The review will include all relevant project approval documents, narrative and

financial reports, as well as monitoring, evaluation and external audit reports produced by

the WB, UNDP and the UN agencies involved in the implementation of IRFFI s upported

programs and projects, including the UN and WB evaluation reports prepared in 2006. The

firm will formulate an overall analysis of the Fund and the projects.
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would present a list of projects to be visited for the following, phase of the review process. The report
would include points ii), iii) and iv) above.

iii. Selection of projects to be reviewed The Consultant shall propose a list of projects to be

reviewed after initial discussions with involved agencies and the thorough documentation

review The criteria used to select the project sample must ensure that it is representative of

the projects and that the sample will include a sufficient number of projects to ensure the

validity of the findings. A suggested sample size is approx. 10% of the projects. The sample

should be representative both of the IRFFI main agencies (various UN agencies and World

Bank) and the various types of projects (clusters). Bidders shall provide a detailed

description and justification in their technical proposal of the sampling principles to be

applied. The World Bank and UN websites for the IRFFI provide updated information on

total projects and associated amounts vww.irffi.org ). On the left hand side of the screen
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