Action Fiche for Bangladesh
1. Identification

	
	Title/Number
	Bangladesh Multi-Donor Trust Fund for Climate Change (MDTF-CC)

DCI_ENV/2009/022-105

	
	Total cost
	EUR 90 600 000 (estimated USD 118 800 000)
EC contribution: EUR 8 500 000 (minimum USD 10 million)
Joint co-financing (estimated February 2009):
- DFID: EUR 65 400 000 (GBP 60 000 000 - USD 85 800 000) 

- SE: EUR 15 200 000 (USD 20 million)
- DK: EUR 1 500 000 (USD 2 million)
- NL: amount not yet decided

	
	Aid method / Method of implementation
	Sector Policy Support Programme
Pool fund – Joint management with the World Bank

	
	DAC-code
	41000
	Sector
	General environmental protection


2. Rationale and country context
2.1. Country context and rationale for SPSP
2.1.1. Economic and social situation and poverty analysis
In recent years GDP growth has continued to be strong at more than 6.0 percent. Growth has been driven by sustained agricultural expansion and substantially increased output in the services and industrial sectors. Economic growth in Bangladesh has been broad based, benefiting people at large and the benefits have reached the poorer sections of the society. However, the possibility of unequal distribution of income remains, benefiting some groups more than others.
All the indicators of human poverty like life expectancy at birth, infant mortality rate, population having access to drinking water, adult literacy rate and gross enrolment ratio show improvement since 2000. However, the adult literacy rate is still low and the challenge to increase the rate remains a major concern. The progress in human poverty indicators has been an outcome of increasing government emphasis on health and education sectors as manifested in the rising share of these sectors in total government expenditure, various government policies to enhance access of the poor to these services, the positive response of parents to government policies and the improved growth performance of the economy. The government efforts have been complemented by NGOs as well as private sector participation. There are three aspects of women’s poverty which make it important as a separate issue, namely, women have a higher incidence of poverty than men; their poverty is more severe than that of men, and there is a trend towards greater poverty among women, particularly associated with rising rates of female headed households.

2.1.2. National development policy

The Government of Bangladesh (GoB) is committed to the achievement of the Millennium Development Goals (MDGs) and their related targets by 2015. The main national development policy document in this respect is the "National Strategy for Accelerated Poverty Reduction II – NSAPR II (FY 2009-2011)". It is composed of 5 Strategic Blocks: 1) Macroeconomic Environment for Pro-poor Economic Growth; 2) Critical Areas of Focus for Pro-poor Economic Growth; 3) Essential Infrastructure for Pro-poor Economic Growth; 4) Social Protection for the Vulnerable; and 5) Human Development. It is supported by 5 Supporting Strategies: 1) Ensuring Participation, Social Inclusion and Empowerment; 2) Promoting Good Governance; 3) Ensuring Efficient Delivery of Public Services; 4) Caring for Environment and Tackling Climate Change; and 5) Enhancing Productivity and Efficiency through Science and Technology.

However, attempts to reduce poverty will only be sustainable over the long run if climate change risks are well incorporated into the overall development planning process. The integration of "Caring for Environment and Tackling Climate Change" as a Supporting Strategy is an important step towards the establishment of an institutional process to incorporate climate change into national policies, plans and processes.
The newly elected Government has indicated that a revision of the NSAPR II will be undertaken within six months of assuming office. The Awami League manifesto mentions the intention to formulate an integrated policy and plan to protect the country from the adverse effects of global warming. Initial signs show that tackling climate change will remain an important supporting strategy. 
2.2. Sector context: policies and challenges
The Commission adopted the Communication "Building a Global Climate Change Alliance between the EU and poor developing countries most vulnerable to climate change" on 18/09/2007 and a Staff Working Paper on its implementation framework on 15/07/2008.  Both documents describe the general context of the present action.

The GCCA creates a platform for dialogue and exchange among the EU and target countries (individually, on a regional basis or as a group) and intends to provide support in five priority areas: Adaptation to climate change; Reducing emissions from deforestation; Enhancing participation in the Clean Development Mechanism (CDM); Promoting Disaster Risk Reduction (DRR); and Integrating climate change into poverty reduction efforts. The GCCA aims to promote, where feasible, the use of sector or budget support mechanisms for more comprehensively addressing climate change.

Bangladesh is one of the most climate vulnerable countries in the world and is expected to become even more so as a result of climate change. Climate change and variability seem to have already impacted on the life and livelihoods of the people in the coastal areas and in the arid and semi-arid regions of Bangladesh. Floods, tropical cyclones, storm surges and droughts are likely to become more frequent and severe in the coming years and decades. These changes will threaten the significant achievements Bangladesh has made over the last 20 years in increasing incomes, reducing poverty and in achieving self sufficiency in production of the country's staple food crop rice. The effects of climate change will also make it more difficult for Bangladesh to achieve the MDGs. It is essential that Bangladesh prepares now to adapt to climate change and safeguard the future well-being of its people.

In November 2005, as one of the first of the LDCs, GoB submitted the Bangladesh National Adaptation Programme of Action (NAPA) in which it identified a shortlist of 15 priority actions. Currently only one of these (Community Based Adaptation to Climate Change through Coastal Afforestation) has attracted financing from the Least Developed Countries Fund, managed by the Global Environment Facility (GEF) (total project cost USD 9.5 million).

As a response to global greenhouse gas emission reduction efforts, GoB recently launched an 'Energy Conservation and Renewable Energy Programme'. GoB also announced plans to introduce a new 'Energy Conservation Act' and has adopted a Renewable Energy Policy (December 2008).

Recently, Bangladesh's widely accepted vulnerability to the adverse impacts of climate change is resulting in increased levels of development partner financial commitments in the area of climate change. In order to harmonise the expected increase in the number of climate change related interventions, GoB published its Bangladesh Climate Change Strategy and Action Plan (BCCSAP) in September 2008. This document provides an ideal opportunity for development partners to align their actions in the area of climate change and pool their funds into a Multi-Donor Trust Fund for Climate Change.

The Bangladesh Government has allocated BDT 3 000 million (USD 43 million) in the fiscal year budget (FY 2008-09) to initiate a Climate Change Fund (CCF) from its own resources. A draft fund management policy/guideline has been developed for this purpose, but to date implementation modalities have not yet been finalised. The CCF is intended to be used for adaptation measures for the people of vulnerable areas, improve their quality of living and livelihood, and long term capacity building to manage climate induced disasters.

The possibility of a successor to the initial MDTF and the CCF into a combined fully GoB-led climate change MDTF will be assessed during the joint Mid-Term Review of the MDTF (foreseen after 1 year ½ or 2 years of programme implementation). Once established, the Secretariat of the MDTF commits to immediately start the process of mapping out the steps necessary to build the required GoB capacity to manage multi-donor trust funds. 
2.3. Eligibility for budget support

Direct Budget Support remains, for the time being, off limits for most grant donors, including the EC, in view of continuing governance challenges and weak Public Finance Management. However, there is a clear movement towards more joined-up approaches, such as Multi-Donor Trust Funds, in ever more sectors.

2.4. Lessons learned
Over the last 35 years, GoB, with the support of development partners, has invested over USD 10 billion to make the country less vulnerable to natural disasters. These investments include flood management schemes, coastal polders, cyclone and flood shelters, and the raising of roads and highways above flood level. In addition, GoB has developed state-of-the-art warning systems for floods, cyclones and storm surges, and is successfully expanding community-based disaster preparedness. Climate resilient varieties of rice and other crops have been and are being developed. The proposed action takes on board lessons learned from a wide range of development interventions implemented in Bangladesh over the last decades.
The challenge that Bangladesh now faces is to scale up these investments to create a suitable environment for the continued economic and social development of the country and to secure the well-being of its people, especially the poorest and most vulnerable groups, including women and children, taking into consideration the expected negative impacts of climate change. 
Majority of the past interventions has taken place through the implementation of a large number of individual, mainly stand-alone, projects. The proposed action aims to be an example of a mechanism with multi-development partner support in the area of climate change that interacts and coordinates with a wide range of crucial development sectors.
2.5. Complementary actions

At global level, the project will be complementary to other climate-related actions funded by the EC under the ENRTP as well as those funded from geographic envelopes. Any further funding of climate change related activities available from the geographic funds has the potential to benefit from the experience of actions undertaken under the GCCA and hopefully capitalise on the groundwork undertaken. The GCCA is as well complementary to existing climate change initiatives, in particular those established under the UN Climate Change Convention and the Kyoto Protocol (e.g. Special Climate Change Fund, Least Developed Countries Fund - LDCF, Adaptation Fund, and Climate Change window of GEF trust fund). The complementarity also consists in testing more systemic approaches for adaptation actions, whereas the above initiatives are all project-based.
In Bangladesh, the EC is co-financing with EUR 9 million the Comprehensive Disaster Management Programme (CDMP) 2005-2009 and co-finances the CDMP 2010-2014 with EUR 13 million. CDMP contributes significantly to Disaster Risk Reduction, a very important pillar in adapting to the expected impacts of climate change. A number of ongoing smaller EC-financed projects focus on DRR at community level. The EC is co-financing a number of ongoing large actions in the area of food security in Bangladesh. These actions systematically integrate climate change impact considerations in relevant activities.
A large number and wide range of multilateral, bilateral and government-funded projects, having a direct or indirect link with climate change mitigation and adaptation, are currently being implemented in Bangladesh.

2.6. Donor coordination

EU Member States have endorsed the building of a GCCA between the EU and poor developing countries most vulnerable to climate change, in particular LDCs and SIDS, and have been invited to contribute to the initiative. Efforts will be made to ensure donor coordination, in particular with the Member States active in this field and joint efforts in the GCCA pilot countries will be pursued.
The Local Consultative Group, the forum for development dialogue and donor coordination in Bangladesh, has a sub-group on Environment which meets quarterly. Under this sub-group, a task force of development partners active in the area of climate change has held frequent meetings in 2008 and has supported the GoB in the development of the BCCSAP. The task force has focused as well on the preparation of the MDTF for Climate Change and on its alignment with the BCCSAP.
The MDTF approach embeds the Paris principles of ownership, harmonisation, rationalisation, predictability and mutual accountability by bringing together a range of development partners in support of a government-led strategy.

3. Description

An initial draft logical framework matrix is included in the draft MDTF concept note (Annex 1). It will be revised thoroughly during the first months of operation of the MDTF and in the MDTF Operational Manual.

3.1. Objectives

The overall objective is to protect and improve the lives of 10 million climate vulnerable people in Bangladesh by 2015 through climate change adaptation, mitigation and disaster risk reduction measures.

The purpose is to support the Government of Bangladesh with the implementation of the Bangladesh Climate Change Strategy and Action Plan.

3.2. Expected results and main activities

Result 1:  Improved food security, social protection and health
Climate change is likely to impact most severely the poorest and most vulnerable in society. Hence activities will focus on the needs of this group for food security, safe housing, livelihood, employment and access to basic services, including health. Activities under this result area include, but are not limited to: 

· Increase the resilience of vulnerable groups, including women and children, through scaling up of community-level adaptation, livelihood diversification, better access to basic services and social protection (e.g. safety nets, insurance). 

· Develop and implement climate change resilient cropping, fisheries and livestock systems to ensure food security at household and national level.

· Implement surveillance systems of existing and new disease risks and ensure health systems are geared up to meet future demands.

· Implement climate change resilient drinking water and sanitation programs in areas at risk from climate changes (e.g. coastal areas, floods and drought prone areas).

Result 2:  Disaster management addressed comprehensively
Comprehensive disaster management systems need to be further strengthened to deal with the increasingly frequent and severe natural catastrophes that are likely to occur as a result of climate change. Activities will build and extend Bangladesh’s capacities in this area. Activities under this result area include, but are not limited to: 

· Strengthen government, civil society and communities’ capacity to manage natural disasters and ensure that appropriate policies, laws, and regulations are in place. 

· Strengthen community-based adaptation programmes and establish them in each of the disaster prone parts of the country.

· Strengthen Bangladesh’s cyclone, storm surge and flood early warning systems to enable more accurate short, medium and long term forecasts.

Result 3: Resilient infrastructure built
It is imperative to climate proof existing infrastructure, such as coastal and river embankments, which needs to be kept well maintained and fit for purpose, and that urgently needed additional infrastructure (e.g. cyclone shelters and drainage) is put in place to deal with the likely short and medium term impacts of climate change. Activities under this result area include, but are not limited to:

· Repair and rehabilitate existing infrastructure (e.g. coastal embankments, river embankments and drainage systems, urban drainage systems) and ensure effective operation and maintenance systems with the full participation of local communities where-ever possible.

· Plan, design and construct urgently needed new infrastructure (e.g. cyclone shelters, coastal embankments and water management systems including water logging; urban drainage systems, river erosion control works, flood shelters) to meet the changing conditions expected with climate change, and ensure effective operation and maintenance systems with the full participation of local communities where-ever possible.

· Undertake strategic planning of future infrastructure needs, taking into account the likely (a) future patterns of urbanization and socio-economic development; and (b) the changing hydrology of the country that is likely to be induced by climate change. 

Result 4: Knowledge base increased
Research needs to be undertaken to estimate the likely scale and timing of climate change impacts on different sectors of the economy in order to better plan future investment strategies. It is important to ensure that Bangladesh is effectively linked to regional and national knowledge networks. Activities under this result area include, but are not limited to:  

· Modeling and Research: modeling climate change scenarios of Bangladesh by applying global climate change models and methodologies; modeling the hydrological impacts of climate change (including the melting of the Himalayan glaciers) on the Ganges-Brahmaputra-Meghna system to assess likely future discharges and river levels in order to design flood protection embankment; researching the impact of climate change on ecosystems and biodiversity; researching the impacts of climate change on the macro-economy (a Bangladesh “Stern” Report) and key sectors; researching the linkages between climate change, poverty, vulnerability and health (disease incidence, nutrition, water, sanitation); etc. 

· Establish an International Center for Adaptation, Research and Knowledge Management on Climate Change (or a network of centers) to ensure that Bangladesh has access to the latest information, know-how and technologies from around the world and ensure that data is widely and freely available to researchers. Share best practice examples with affected countries, regional and global forums.

Result 5: Mitigated carbon emissions and development less dependent on carbon
Even though Bangladesh’s contribution to the generation of greenhouse gases is very low, Bangladesh can ensure a low carbon development and play a part in reducing carbon emissions. Activities under this result area include, but are not limited to: 

· Policy and planning: develop a strategic energy plan and investment portfolio to ensure national energy security, energy efficiency and lower greenhouse gas emissions; transfer state of the art technologies to help Bangladesh follow a low-carbon path (e.g. clean coal); review energy and technology policies and incentives to promote – when feasible efficient production, consumption, distribution and use of energy. 

· Expand the social forestry programme on government and community lands, including roadsides and embankments, throughout the country.

· Expand the “greenbelt” coastal afforestation programme with mangrove planting along the shoreline.

· Lower emission from agricultural land.
· Upscale renewable off grid energy in scattered coastal settlements.
· Pilot multi-purpose use of irrigation water for energy efficient water management.
Result 6: Capacity built and institutions strengthened
To meet the challenge of climate change, the capacity of government ministries and agencies, civil society and the private sector needs to be strengthened. Activities under this result area include, but are not limited to: 

· Policy and planning: review and revise, where appropriate, government policies (by sector) to ensure that they take full account of climate change and its impacts; mainstream climate change in national, sectoral and spatial development planning (in government ministries and agencies, local government, the private sector, civil society and communities) and ensure that impacts on vulnerable groups and women are priorities in plans.
· Strengthen capacity of key government ministries and agencies to take forward climate change adaption and to undertake international and regional negotiations on climate change. Build capacity of the government, civil society and the private sector on carbon financing to access various global climate funds.

3.3. Risks and assumptions

It is assumed that the newly elected Government that took office in January 2009 retains climate change as an important development issue, will maintain the BCCSAP and will support its implementation. Recent official statements indicate this will be the case.
It is assumed that GoB and the interested development partners will reach an agreement on the MDTF early 2010. 
The overall responsibility for managing the risks under the MDTF will rest on the MDTF Secretariat. An initial table summarising the potential risks and possible mitigation measures is included in the draft MDTF concept note (Annex 1).
3.4. Stakeholders
GoB, civil society, the private sector and development partners are the main stakeholders in this action. Beneficiaries of the action will be the climate-vulnerable population (with a focus on the poor) in the areas where BCCSAP projects will be implemented.

3.5. Crosscutting issues
Environmental sustainability is the very subject of this action and is therefore taken care of.  Socially disadvantaged groups, including women and children, will be the primary target group of activities whenever feasible. The MDTF Secretariat will contribute to improving governance in Bangladesh.
4. Implementation issues

4.1. Method of implementation

A Financing Agreement (FA) will be signed with the Government of Bangladesh. The  method of implementation is joint management through the signature of an Administration Agreement with  World Bank. The World Bank has been appointed in 2008 by GoB as Administrator of the MDTF for an initial period of up to three years from the day of signing the first Grant Agreement with Bangladesh. The Administrator of the Trust Fund will manage the MDTF's work programme on behalf of GoB and contributing Development Partners (EC, DFID, SE, DK, NL) through the MDTF Secretariat.
4.2. Procurement and grant award procedures
All contracts implementing the action must be awarded and implemented in accordance with the procedures and standard documents laid down and published by the World Bank.
4.3. Budget and calendar

Development partners will contribute non-earmarked funds into a common pool called the Multi-Donor Trust Fund for Climate Change. All contributions and correspondingly all payments out of MDTF will be made on a grant basis. In order to keep the transaction cost low, the minimum contribution into the MDTF is fixed at USD 1 million. DP contribution will be held in US dollars. For contributions received in a currency other than US dollars, the Administrator will, upon receipt of the funds, convert them into US dollar.

Minimum EC contribution of USD 10 million (around EUR 8.5 million), which will ensure the EC a seat on the MDTF policy council.

The British government, through DFID, has already earmarked GBP 60 million in 2008. The Danish Government has committed nearly USD 2 million in 2008. Other DPs (NL, SE) are in principle ready to support and participate in the proposed MDTF.

The MDTF will have two windows: an on-budget window for funding public sector projects; and, an off-budget window for funding projects from civil society and the private sector. All projects funded through the MDTF will be rigorously reviewed to ensure consistency with the priorities set out in the BCCSAP.   

Approximately 92% of the MDTF will be executed by GoB. This will cover both on-budget and off-budget activities. Approximately 8% of the MDTF will be executed by the World Bank as Administrator. This will cover: a) The trust fund administration costs ; b) The costs of the Secretariat; c) The cost of project/proposal preparation, appraisal and supervision; as well as d) Analytical work and capacity building activities.

The MDTF is currently expected to be in operation for 3 years from the date of its establishment (April 2009), although both a shorter or longer duration are possible, depending on the progress in setting up a fully GoB owned CCF. In any case, it will still be the responsibility of the World Bank to continue managing projects, signed within those 3 years, until the end of their project cycle (usually 5 years). As a result, the foreseen operational duration as from the signature of the Administration Agreement with WB (tentatively end of 2009 only) will be a maximum of 90 months.
4.4. Performance monitoring and criteria for disbursement
The overall responsibility for monitoring the implementation of the MDTF activities will lay with the MDTF Secretariat. A tentative monitoring matrix for the MDTF to track inputs, outputs, results and impact is included in Annex 1 with intermediate and key performance indicators. This matrix will be refined during the first 6 months of the Secretariat's operations. The final matrix will be agreed to by the Management Committee.
Funds will be drawn on a proportional basis from each contributing development partner, in accordance with the development partner's relevant contribution to the overall fund commitment towards the MDTF. This relevant contribution will be calculated on an annual basis at the 31st of December of each year. The proportion of fund draw-down may vary in time as more development partners are expected to join the MDTF.

4.5. Evaluation and audit

Evaluation and audit will be programmed by the MDTF Secretariat and respect the rules set out within the Administration Agreement with WB. A mid-term evaluation is foreseen after 3 years of MDTF implementation. A final evaluation will take place at the end of the implementation period.

Proper audit arrangements will be made that will satisfy the requirements of the different contributing development partners.

4.6. Communication and visibility

A key responsibility of the MDTF Secretariat will be the implementation of a, Management Committee approved, MDTF visibility and communication strategy. This strategy will comply with the Communication and Visibility manual for EU External Actions, in which the incorporation of joint visibility guidelines for EC-WB Actions in the field is expected soon.
�  Indicative amounts in EUR will be subject to alterations, due to exchange rate variations.
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