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FOREWORD

Foreword

Arturo Herrera Gutierrez, Global Director, Governance Global Practice, World Bank

Financial management is central to the achievement
of the Sustainable Development Goals and the World
Bank Group’s twin goals of ending extreme poverty
and boosting shared prosperity. For one, governments
must allocate and use financial resources effectively
to perform their core functions and deliver public
services that citizens expect. This is critical to every
country’s development. However, realizing desirable
budget outcomes requires not only well-functioning
public financial management (PFM) systems, but also
effective policies, programs, and institutional arrange-
ments that are targeted at addressing the needs of
citizens and promoting sustainable economic growth
over the long term. Therefore, it is important to take a
holistic approach to PFM and aim not only to improve
PFM indicators but also to eliminate bottlenecks to
economic management and service delivery by pro-
moting effective policy implementation, efficient
use of resources, and targeted investments toward
priority areas. Established in June 2021, the Financial
Management Umbrella Program (FMUP) has been
developed to achieve these goals with the highest
standards of excellence.

[ want to thank Australia’s Department of Foreign
Affairs and Trade, Austria’s Federal Ministry of Finance,
and the Swedish International Development Cooper-
ation Agency for their pioneering support in making
the program a reality. The FMUP has attracted two new
partners, the Bill and Melinda Gates Foundation and
Switzerland’s State Secretariat for Economic Affairs,
which will bring additional expertise and resources
to advance our objectives of promoting sustainable,
transparent, and accountable financing.

Over the past 12 months, colleagues have been
making significant efforts to operationalize, streamline,
and implement the FMUP. It is my great pleasure to now
present this second annual report, which illustrates
that the program has made important strides toward

improving PFM and has be-
come a significant player in
this sphere, both inside and
outside the World Bank.

One notable develop-
ment is that the FMUP’s
recent call for proposals
received more subrmissions
than anticipated, indicat-
ing significant demand for financial management
reforms at various levels. This level of interest suggests
that there is a significant need for programs that pro-
mote innovation, generate knowledge, and deliver
demand-driven reforms to improve the management
of financial resources and address the challenges faced
by various countries and regions. As a result of this call,
the FMUP is expanding its presence in all regions, to
achieve the shared goals and objectives together with
our development partners.

Over the next year, teams will engage closely with
governments to both deepen and widen the FMUP’s
impact through the selected proposals. We also plan
to deepen and solidify the results of ongoing projects
to ensure that the technical assistance provided and
the knowledge produced will inform institutional
changes and trigger fiscal decisions that can support
the Sustainable Development Goals.

Our projects are making a significant impact on
enhancing financial management practices and pro-
moting growth and development in countries around
the world. The unwavering interest, dedication, and
contributions from our partners have been instrumen-
tal in advancing our cause, and we are enthusiastic
about new potential opportunities through our contin-
ued collaboration. I call on others to join our efforts to
expand the FMUP’s reach and impact. Together, we can
help client countries promote sustainable, transparent,
and accountable financing.
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Development Objective

The overarching development objective of the Fi-
nancial Management Umbrella Program (FMUP) is
to support World Bank client countries to undertake
sustainable, transparent, and accountable allocations
of public financial resources and to use these resources
to achieve positive development outcomes by the pub-
lic and private sectors. This objective is based on the
recognition that financial management is an enabler
and driver of development results for both the public
and the private sectors.

To do this efficiently, the FMUP consolidates multiple
global and country-level programs and helps align
donor funds with its strategic priorities. The program
has three thematic modules (Managing Public Fi-
nances, Financial Reporting and Auditing, and Pub-
lic-Private Sector Interface) and five cross-cutting
themes (Climate Change, Digitalization, Gender, In-
novative Approaches to Reform, and Sectoral Service
Delivery). The program comprises an anchor multi-do-
nor trust fund and two associated trust funds.

In this annual report, the FMUP describes its activ-
ities during its second year of operation, fiscal year
(FY) 2023 (May 2022-April 2023). Given the program’s
early stage of implementation, most information is
about the activities and outputs that were delivered.

During FY2023, the FMUP focused intensively on
expanding its footprint and strengthening its oper-
ational capacity. It ramped up its fundraising efforts
and welcomed two new development partners: the
Bill and Melinda Gates Foundation and Switzerland’s
State Secretariat for Economic Affairs (SECO). The pri-
ority for outreach efforts was to expand support from
existing donors and to fund both country-specific and
global activities to ensure that the FMUP is successful
and sustainable over its projected seven-year lifetime.
Total pledged funding increased to $39.4 million
as of April 30, 2023, more than double the previous
year’s budget.

Highlights of activities

The FMUP supported six ongoing projects in differ-
ent regions and countries and thematic areas. Three
projects that were underway during the reporting
period—in Africa and in the Middle East and North
Africa (MENA) region, Bosnia and Herzegovina, and
the Lao People’s Democratic Republic (Lao PDR)—pro-
duced mostly satisfactory results. The three remaining
projects, all country-level and all launched during the
reporting period, thanks to preferenced contributions
from the Gates Foundation and SECO, were too new
to show results. The new projects are public financial
management (PFM) in MENA, piloting the GovEnable
approach, and Vietnam Disruptive Technology for
Public Asset Governance.

New activities

¢« Under Module 1, the FMUP supported a col-
laborative global effort to reimagine the public
finance agenda and its empirical linkages with
development outcomes. Additionally, the program
initiated the operationalization of the GovEnable
approach, which aims to enhance PFM for service
delivery. The program also mobilized a team of
experts to develop practical guidance on how to
feasibly advance gender-responsive budgeting
reforms in countries through World Bank-financed
operations.

¢ Under Module 2, the FMUP focused on mobi-
lizing task teams to generate new knowledge to
strengthen the quality and use of government
accounting and financial reporting. On a country
level, in Lao PDR, the program supported the im-
plementation of enhanced International Financial
Reporting Standards and provided capacity-building
support for regulators.

¢ Under Module 3, the FMUP mobilized resources to
support the expansion of corporate financial report-
ing engagements beyond the East and Central Asia

2023 Annual Report * 9



EXECUTIVE SUMMARY

region where it had been successfully initiated. To
this end, a new capacity-building project was under
design to advance sustainability and integrated
reporting globally.

¢ Under the climate change cross-cutting theme,
the FMUP collaborated with the World Bank’s Cli-
mate Support Facility to help conceptualize and
unpack political economy factors that influence
climate change finance and governance reforms.

First competitive call for proposals

The FMUP launched a World Bank-wide competitive call
for proposals in February 2023 that was oversubscribed.
World Bank country task teams submitted more than
60 applications, of which 33 were shortlisted, each
with the potential to expand the FMUP’s coverage and
impact. The short-listed teams sent full proposals in
April 2023 and, at the time this report was prepared, a
subcommittee was evaluating them for a final selection
to be announced during the next Partnership Council
meeting. The FMUP tentatively allocated $8 million for
the final proposals.

Program solidification

A top priority was to strengthen the FMUP’s program
management and administration functions to mobilize
and govern the additional contributions received. In
addition to raising new contributions, onboarding the
two new partners, launching the three new projects,
and the call for proposals, the program accomplished
the following:

A top priority was to strengthen
the FMUP’s program
management and administration
functions to mobilize and
govern the additional
contributions received.

e Undertook a comprehensive update of its results
framework and established new monitoring and
evaluation (M&E) protocols. Starting in FY2024,
these tools will guide the M&E of all grant-funded
projects. Subsequent annual reports will reflect
the guidance in these documents and discuss the
program’s cumulative accomplishments.

e Revamped and updated all core program docu-
ments, including the partnership document, op-
erations manual, communications and visibility
plan, and templates for the annual report, work
plan, and budget.

» Developed a new program logo, slogan, and other
branding materials.

e Developed new internal and external program
websites that will enable more effective sharing of
knowledge and communication of strategic prior-
ities and results.

10 - Financial Management Umbrella Program



Snapshot of the Financial Management Umbrella Program's
Second Year of Operation

May 1, 2022, through April 30, 2023

I . s
] Received US$23.7 million in contributions from two new

Partners: the Bill and Melinda Gates Foundation and Switzer-
Iv land's State Secretariat for Economic Affairs

Developed new program websites to enable more
effective sharing of knowledge and communication of strategic
priorities and results

Approved three new strategic grants, worth more
than $6 million, supporting 11 countries in three World Bank
regions with technical assistance, analytics/knowledge, and
capacity-building

Established a robust program architecture that
will enable us to manage and deliver results effectively over the
next seven years. Our structure includes a competent manage-
ment team, advisory committees, Partnership Council, grant
review processes, and results framework, all of which guaran-
tee efficiency and effectiveness in achieving our goals.

Received 64 expressions of interest requesting
activity-level grants valued at almost $21 million. Of these, 33
were short-listed, each with the potential to expand the pro-
gram'’s coverage and impact.
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Promoting Sustainable,
Transparent, and
Accountable Financing
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1.1 Setting the Scene:
The Evolving Context
of Financial Management

The intertwined crises of the past three years—the
COVID-19 pandemic, Russia’s invasion of Ukraine, and
natural disasters fueled by climate change—have had a
significant impact on public finances. These crises have
eroded fiscal space, making it challenging for many
governments to operate efficiently and to prioritize the
delivery of essential public goods and services while
protecting the most vulnerable. Governments have
been obliged to increase spending on health care, social
services, and economic support programs to mitigate
the negative effects of these crises, often leading to
budget deficits and increased public debt. At the same
time, reduced economic activity and employment have
significantly affected revenue streams, which has fur-
ther strained public finances.

Worse yet, the World Bank’s January 2023 Global
Economic Prospects report highlights that tighter
financing conditions, weaker growth, and elevated
debt levels are creating significant fiscal challenges
for developing countries. Global growth will slow
to its third-weakest pace in nearly three decades. At
the same time, very high inflation has triggered un-
expectedly rapid and synchronous monetary policy
tightening around the world, resulting in worsening
global financial conditions. With debt burdens now
at historically high levels and financing costs rising
with global interest rates, developing countries have
limited capacity to borrow to fund essential public
investments such as infrastructure, education, and
health systems. Overall, the impact of these intertwined
crises on public finances has been substantial, requiring
careful management and planning to mitigate negative
effects and ensure sustainable economic growth over
the long term.

Against this backdrop, governments face a difficult
balancing act between providing essential public goods
and services and managing limited financial resources.
The resulting financial constraints have forced many

governments to reassess their budget priorities, cut
avoidable spending, and implement more efficient
budget management practices. However, in multiple
cases, these measures have been insufficient to address
the scale of the crises and ensure sustainable economic
growth over the long term. Addressing these challenges
will require innovative solutions and demand-driven
approaches to fiscal policymaking, public financial
management (PFM), and governance.

1.2 World Bank at its Best:
Enhancing Financial Management
Through Institutional Change

The World Bank’s Governance Global Practice helps
governments in developing countries build capable, ef-
ficient, inclusive, resilient, and accountable institutions
that can support economic growth, reduce poverty,
and deliver needed services to earn the confidence of
citizens. A crucial aspect of this support is the promo-
tion of robust and responsive financial management,
which is based on the recognition that sound PFM is
essential for effective governance, sustainable eco-
nomic development, and the delivery of high-quality
public services. In practical terms, good PFM serves as
the critical link between available resources, delivery
of services, and the attainment of government policy
objectives. It ensures that revenue is collected efficiently
and used appropriately and sustainably.!

To this end, the World Bank, in collaboration with
development partners, provides technical assistance,
financial support, and knowledge-sharing to help
countries build capacity and improve their financial
management systems. The World Bank’s approach to
PFM includes working with countries to develop and
implement reforms in areas such as budget planning
and execution, public investment management, ac-
counting and financial reporting, and public sector
auditing. The World Bank’s PFM work is also grounded
in a commitment to transparency and accountability.
The World Bank advocates for open and transparent
budget processes, promotes the use of technology to

2023 Annual Report * 13
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increase accountability and efficiency, and supports
the development of local monitoring and oversight
mechanisms to ensure that public funds are used for
their intended purposes.

Importantly, the World Bank also takes a broader
perspective on financial management. It is crucial to
acknowledge that the achievement of better scores
on PFM indicators does not automatically lead to fun-
damental improvements in outcomes, such as better
electricity service for citizens. Therefore, in addition
to the focus on strengthening core PFM systems, pro-
cesses, and capacity, the World Bank identifies how
reform processes can be built to address the financial
management-related causes of bottlenecks to service
delivery. By confronting the root causes of inefficiency,
being adaptive, and exploiting new technologies, the
World Bank’s emergent approach to PFM moves beyond
the normative aspects of financial management to
focus on bottlenecks to economic management and
service delivery.?Such an approach ensures that PFM
is more responsive to countries’ development needs,
especially to help overcome obstacles and crises—such
as COVID-19—and to incorporate the issues of gender
and climate change.

1.3 Financial Management
Umbrella Program: Optimizing
Partnerships Through Strategic
Fundraising

The World Bank recently reformed its trust fund
portfolio to improve efficiency and oversight. The
goal was to consolidate trust funds into larger um-
brella programs for better solutions.?In line with this
initiative, the Governance Global Practice created a
central instrument in June 2021 for all donor-funded
activities related to PFM: the Financial Management
Umbrella Program (FMUP). The FMUP’s overarching
development objective is to support World Bank cli-
ent countries to undertake sustainable, transparent,
and accountable allocations of public financial re-
sources and to use these resources to achieve positive

Financial managementis

more than a core function of
government. It is an enabler and
driver of development results
for both the public and the
private sectors.

development outcomes by the public and private
sectors. To do this efficiently, the FMUP consolidates
multiple global and country-level projects and helps
align donor funds with its strategic priorities. This
development objective is based on the recognition that
financial management is more than a core function of
government. It is an enabler and driver of development
results for both the public and the private sectors.

As of April 30, 2023, the FMUP’s combined budget
was close to $40 million.* Early results showed that the
program was helping to create global and local know-
ledge to guide client governments and stakeholders
in their PFM policy and investment decision-making.

Given the establishment date, the program reported
its annual progress to donors on a nonstandard sched-
ule for fiscal year (FY) 2022 (July 2021-April 2022) and,
in this document, again is reporting on a nonstandard
schedule for FY2023 (May 2022—April 2023). Going for-
ward, the program plans to move to reporting on a
calendar year basis.

1.4 Key Features of the Financial
Management Umbrella Program

The FMUP has three thematic modules that are aligned
with the Governance Global Practice’s strategic areas
and its Global Solutions Groups (box 1). This design
has proven effective in organizing and channeling
operational and technical support to World Bank teams

14 - Financial Management Umbrella Program



Box 1. Modules and Cross-Cutting Themes of the Financial Management
Umbrella Program

* Module 1 -Managing Public Finances:
Helping countries improve the strategic
allocation and value for money of public
resources deployed to achieve policy objec-
tives that benefit citizens of target countries
through strengthened institutional capacity
and strengthened public investment and
asset management

Module 2 - Financial Reporting and Auditing:
Helping countries achieve transparent and
accountable use of public resources through
improved public sector auditing, accounting,
and reporting standards and practices that
align with international standards

and client countries. The three modules, each of which
has two technical components, bundle the activities
of technical teams to spur innovation and to improve
technical and policy advice along sectoral lines and
issue areas, while leaving enough flexibility to respond
to emerging challenges and new issue areas. The FMUP
also has five cross-cutting themes.

1.5 Structure and Scope

The FMUP comprises an anchor multi-donor trust fund
(MDTF) and two associated trust funds. The anchor
MDTF is the default vehicle for channeling contribu-
tions from development partners to PFM activities.
On an exceptional basis, donors may channel funds
through associated trust funds. The anchor MDTF and
its associated trust funds share common governance
and reporting arrangements (box 2).

The FMUP strengthens countries’ PFM systems in
four key ways:

Module 3 - Public-Private Sector Interface:
Providing policy advice and technical assis-
tance to help companies (especially SOEs
and small and medium enterprises) improve
their governance and financial transparency,
with an emphasis on strengthening corpo-
rate governance and corporate financial
reporting to ensure sustainable business
growth

Five cross-cutting themes: Climate
Change, Digitalization, Gender, Innovative
Approaches to Reform, and Sectoral Service
Delivery

. Integrates its work with existing World Bank pro-

grams and resources, bringing in policy advice and
know-how to help catalyze, design, and implement
PFM reforms

. Supports and tests innovative approaches and

strategic initiatives in financial management, and
provides resources to explore and scale up new
approaches in response to evolving needs

. Pushes frontiers of global knowledge and ensures a

mutually reinforcing relationship between global
and country-level knowledge in financial manage-
ment, generating shared knowledge and learning

. Improves coordination and collaboration between

financial management initiatives at country and
global levels and between countries and develop-
ment partners

2023 Annual Report * 15
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Figure 1. Financial Management Umbrella Program Structure

FINANCIAL MANAGEMENT UMBRELLA PROGRAM

MODULE 1 MODULE 2 MODULE 3
Managing Public Financial Reporting Public-Private Sector
Finances and Auditing Interface
COMPONENT 1 COMPONENT 2 COMPONENT 3 COMPONENT 4 COMPONENT 5 COMPONENT 6
Fiscal & Public Financial Accountability SOEs & Corporate
Expenditure Investment Reporting & & Oversight Corporate Financial
Management Management & Transparency governance Reporting
Infrastructure
Governance

CROSS-CUTTING THEMES
Climate Change ¢ Digitalization * Gender ° Innovation * PFM in Sectors

<

Development Objective: To support World Bank client countries to undertake sustainable,
transparent, and accountable allocations of public financial resources and to use these
resources to achieve positive development outcomes by the public and private sectors.

Box 2. Financial Management Umbrella Program Principles

monitor and assess how individual activities
are contributing to the FMUP's overall devel-
opment objectives

A single governance structure, a Partnership
Council, that provides strategic guidance
and direction on the implementation of all
trust fund activities under the program

A communication and visibility plan that
addresses stakeholder analysis, branding,
and recognition

Options for development partners to ex-
press preferences for a specific theme or
geographic area

Unified reporting at the program level, with a
strong focus on results

A results framework, developed in consul-
tation with development partners, to help

16 ° Financial Management Umbrella Program



The FMUP supports global, regional, and country-
level projects. This reflects the integrated nature of
financial management activities, whereby different
elements often can be entwined. Program activi-
ties are undertaken as World Bank-executed or as
recipient-executed:

+ World Bank-executed activities are development
activities carried out by the World Bank as part of
its regular work program. They include, inter alia,
technical assistance, advisory services, diagnostics,
research, and knowledge products. Project iden-
tification and appraisal, project implementation
support, and trust fund management and admin-
istration are also World Bank-executed activities.

« Recipient-executed activities are projects or pro-
grams implemented by beneficiary governments
or other third-party recipients, such as civil society
organizations and universities. They receive and im-
plement trust funded grants under the supervision
and following the procedures of the World Bank. The
World Bank appraises and provides implementation
support for recipient-executed activities.

1.6 Partners

The FMUP is supported by five partners: Austria’s Federal
Ministry of Finance, Australia’s Department of Foreign
Affairs and Trade (DFAT), the Bill and Melinda Gates
Foundation, the Swedish International Development
Cooperation Agency (SIDA), and Switzerland’s State Sec-
retariat for Economic Affairs (SECO). The World Bank’s
Governance Global Practice implements the program.

[nitial contributions from DFAT and SIDA were pref-
erenced to support PFM in the Lao People’s Democratic
Republic (Lao PDR) and reforms of state-owned enter-
prises (SOEs) in Bosnia and Herzegovina, respectively.
Austria is supporting the Foundational Accounting

and Financial Management Skills Enhancement (FASE)
regional program. FASE is supporting the design and
implementation of accounting technician programs
aimed at developing more qualified accounting tech-
nicians in Africa.

During the reporting period, the newly joined Gates
Foundation provided contributions that enabled the
program to deepen its engagements on PFM in sectors,
particularly in the Africa region. The newly joined
SECO provided both preferenced and non-preferenced
contributions that will enable the program to almost
triple its coverage in terms of countries supported, as
discussed in the next section.

1.7 Report Structure

This annual report and its accompanying annexes pres-
ent the implementation progress of the FMUP during
its second year of operation, from May 1, 2022, through
April 30, 2023. The report is structured around eight
sections. Chapter 2 provides a high-level summary of
the FMUP’s implementation progress during FY2023,
focusing on its growth over the past 12 months. Chap-
ter 3 highlights the key activities delivered and the
outcomes achieved by modules, while chapter 4 show-
cases the key results achieved by cross-cutting themes.
Chapter 5 features impact stories about selected proj-
ects. Given the FMUP’s early stage of implementation,
most information in chapters 2-5 is about the activities
and outputs that were delivered during the reporting
period. As the FMUP matures, the report will provide
information on key outcomes and results (aggregated
at the module level), along with updated narrative on
how each module contributes to the achievement of
the overall development objective. Chapter 6 presents
the results and monitoring framework, and chapter 7
discusses the activities related to program management
and administration that occurred during the reporting
period. Chapter 8 has concluding remarks.
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Fiscal Year 2023
Implementation Progress:
A Year of Operational
Expansion and Program
Solidification
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2.1 New Partnerships

During FY2023, the FMUP focused intensively on ex-
panding its footprint and strengthening its operational
capacity. The program ramped up its fundraising efforts
and welcomed two newly joined partners: the Gates

Foundation and SECO. Total pledged funding for the
program increased to $39.4 million in FY2023, more
than double the previous year’s budget of $15.39 million.
The anchor MDTF had a budget of $33.2 million, while
the FASE-associated trust fund had $3.2 million and the
new SECO-associated trust fund had $3 million (table 1

Table 1. Pledged Contributions, as of April 2023

Signed
FMUP Instrument | Partner Area(s) of Support Contribution’
Anchor multi- Bill & Melinda Gates Public financial management, with an emphasis on 1,600,000
donor trust fund Foundation improved sector delivery outcomes (Module 1)
(TFO73691) ) ) . .
Australia's Public expenditure and revenue management, with a 6,620,000
Department of geographic focus on Lao PDR (Module 1)
Foreign Affairs and
Trade
Swedish International | State-owned enterprises and corporate financial 4,238,000
Development reporting, with a geographic focus on Bosnia and
Cooperation Agency Herzegovina (Module 3)
Switzerland's State Financial management reforms (all modules) 4,438,000
Secretariat for ] ] ) :
Economic Affairs Publlc.sector accounting and corporate financial 6,657,000
reporting (Modules 2 and 3)
Public expenditure and revenue management, with a 7,378,000
geographic focus on countries in the Middle East and
North Africa region (Module 1)
State-owned enterprises and climate-responsive 2,219,000
public financial management (mainly Modules 1 and 3)
Anchor Total 33,150,000
FASE multi-donor | Austria Foundational Accounting and Financial Management 3,233,000
associated trust Skills Enhancement, with a geographic focus on Africa
fund (TF073247) (Module 3)
SECO single- Switzerland's State Public asset governance, with a geographic focus on 3,000,000
donor associated | Secretariat for Vietnam (Module 2)
trust fund Economic Affairs
(TFO73866)
Associated Total 6,233,000

FMUP Grand Total

39,383,000

1 US$ equivalent at signing

2023 Annual Report * 19



FISCAL YEAR 2023 IMPLEMENTATION PROGRESS

Table 2. Opportunities under Discussion, as of April 2023

Indicative
Contribution
Partner Area(s) of Support Amount
Switzerland's State Public financial management, with a geographic focus on CHF 4 million
Secretariat for Economic Azerbaijan (Module 1)
Affairs
Public financial management, with a geographic focus on CHF 5 million
Vietnam (Module 1)
Public financial management, with a geographic focus on CHF 2 million
Tajikistan (Module 1)
Public financial management, with a geographic focus on CHF 3 million
Colombia (Module 1)
United States Agency for Public financial management, with a geographic focus on Lao $5.8 million

International Development PDR (Module 3)

Australia’s Department of To be confirmed

Foreign Affairs and Trade

Public financial management, with a geographic focus on Lao
PDR (Module 1)

Public financial management, with a geographic focus on To be confirmed

Cambodia (Module 1)

European Commission Public financial management, with a geographic focus on Lao To be confirmed

PDR (Module 1)

Public financial management, with a geographic focus on To be confirmed

Cambodia (Module 1)

Austria Corporate financial reporting, with a geographic focus on To be confirmed

Europe and Central Asia (Module 3)

and appendix 3). With the new contributions, the pro-

gram had the financial capacity to expand support
across all three modules.

In addition to these contributions, there were on-
going advanced discussions with Austria, DFAT, the
European Commission, SECO, and the United States
Agency for International Development (USAID) regarding
opportunities to support financial management reforms
in select countries through the FMUP (table 2).

2.2 Expanded Operations

New global activities

Given its enhanced financial capacity, the FMUP is
helping expand successful global activities, pilot new
approaches, and build the evidence base on what works
for impactful financial management policies and re-
forms. The FMUP indicatively budgeted $800,000 in
FY2023 to support the initiation of global-level activities
(knowledge and analytics) that will be delivered over
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two and a half years, between January 2023 and June
2025. Approximately half of this amount ($460,000)
already has been transferred to disbursing grants to
mobilize task teams and initiate the planned activities.
A synopsis of the ongoing global activities includes
the following:

¢ Under Module 1, the FMUP is supporting a collab-
orative global effort to reimagine the public finance
agenda and its empirical linkages with development
outcomes. Additionally, the World Bank initiated
the operationalization of the GovEnable approach,
which aims to enhance PFM for service delivery. It
also mobilized a team of experts to develop practical
guidance on how to feasibly advance gender-respon-
sive budgeting reforms in countries through World
Bank-financed operations.

e Under Module 3, the FMUP mobilized resources
to support the expansion of corporate financial
reporting engagements beyond the East and Central
Asia region where it was successfully initiated. To
this end, a new capacity-building project was being
designed to advance sustainability and integrated
reporting globally.

¢ Under the climate change cross-cutting theme,
the FMUP is supporting the conceptualization and
unpacking of political economy factors that in-
fluence climate change finance and governance
reforms. The program will jointly fund this activity
with the World Bank’s Climate Support Facility.

New country-level projects

In a further expansion, the FMUP received preferenced
contributions from the Gates Foundation and SECO to
finance activities related to PFM in the Middle East and
North Africa (MENA) region, the piloting of the GovEn-
able approach, and the Vietnam Disruptive Technology
for Public Asset Governance (DT4PAG) project. These
activities are detailed in Section 3.1. They reflect the

expressed preferences of the contributing partners to
support specific projects that the World Bank is imple-
menting in targeted countries.

First competitive call for proposals

The FMUP issued its first competitive call for proposals
on February 6, 2023. The call generated significant
interest and was oversubscribed due to high demand.
World Bank country task teams were encouraged to
submit proposals that considered a whole-of-govern-
ment approach to financial management reforms. In
total, teams submitted 64 applications describing $20.7
million in support for more than 48 countries, through
global, regional, and country-level engagements.

Of these, the program management team short-
listed 33 country-level expressions of interest based
on a rigorous set of criteria (appendix 2).% In practical
terms, there was preference for projects that included
interrelated activities from multiple components and
thematic cross-cutting areas of the program. Of the
short-listed proposals, 31 were for country-level activi-
ties and two were for regional activities. The majority
of short-listed proposals were focused on supporting
low- and middle-income countries, particularly in Eu-
rope and Central Asia and East Asia and the Pacific. A
quarter of the proposals were focused on fragile and
conflict-affected countries.

Next, the program management team invited full
proposals for the 33 short-listed applications. Teams sent
the full proposals on April 28, 2023. At the time that this
report was prepared, a subcommittee comprising nine
PFM experts was conducting a second-stage evaluation
of the proposals. The final selection was scheduled to
be announced in May 2023 and presented during the
next Partnership Council meeting in June 2023. The
program set aside approximately $8 million to support
the final set of selected proposals.

The program management team planned to issue a
second call for proposals in FY2024, as awareness of the
program grows. Unless additional funds are raised, the
plan for the second call was to ask teams to apply for
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Figure 2. Geographic Distribution of Short-Listed Expressions of Interest
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proposals in two specific areas where funding remains:
public sector accounting and climate change.

A synopsis of the proposals received is provided in
figure 2.

2.3 Program Solidification

Program management and administration activities
intensified in FY2023 to mobilize and govern the ad-
ditional contributions received. Consequently, a top
priority of the FMUP was to strengthen its program
management functions to carry out all necessary ac-
tivities. These activities were aimed at streamlining
and enhancing the FMUP’s structure and procedures
for reviewing and evaluating proposals, monitoring,
evaluation, reporting, and communications. To support
these functions, the program management team was
expanded to include expert consultants to support M&E
and communications.

FMUP’s main program management and adminis-
tration achievements of FY2023 include:

e Raised more than $23.7 million in new contribu-
tions and onboarded two new partners, the Gates
Foundation and SECO

e Approved three substantial strategic grants that will
support 11 new beneficiary countries: GovEnable

(Democratic Republic of Congo, Kenya, Nigeria, Pa-
kistan, Tunisia), DTAPAG (Vietnam), and the regional
PFM project in MENA (Algeria, Egypt, Libya, Morocco,
and Tunisia)

Launched a World Bank-wide competitive call for
proposals that generated significant interest and
demand from 64 teams, of which 33 were short-
listed, each with the potential to expand the FMUP’s
coverage and impact

Undertook a comprehensive update of the FMUP’s
results framework and established new M&E
protocols

Revamped and updated all core program docu-
ments, including the partnership document, op-
erations manual, communications and visibility
plan, templates for the annual report, work plan,
and budget

Developed a new program logo, slogan, and other
branding materials

Developed new internal and external program
websites to enable more effective sharing of know-
ledge and communication of strategic priorities
and results
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The FMUP supports six ongoing projects in different
regions and countries and thematic areas. The three
projects that were underway during the reporting
period—FASE in Africa, SOE reforms in Bosnia and
Herzegovina, and PFM reforms in Lao PDR—produced
mostly satisfactory results. The progress in Bosnia and
Herzegovina took place despite general elections in
October 2022 that paused many economic reforms.
Key examples from each project are highlighted in the
stories of impact in chapter 5. The three remaining
projects, which were launched during the reporting
period, were too new to show results.

3.1 Module 1: Managing
Public Finances

PFM is at the heart of the public sector, a core function
alongside the management of human resources. While
there is a strong and long track record of improvements
in the management of public finances, there is growing
demand for greater relevance and impact of financial
management reforms on development results. Module 1
contributes to strengthening PFM reforms in ways that
recognize and emphasize the impact of managing pub-
lic resources on both economic outcomes and service
delivery for citizens, and the enabling role that PFM
must play in helping to achieve government policies.

Objectives

e Improve the strategic allocation and value for money
of public resources deployed to achieve policy ob-
jectives that benefit citizens of target countries.

« Strengthen the institutional capabilities of govern-
ments to more efficiently manage public budgeting,
public investments, and public assets.

Approach

Module 1 supports four interrelated workstreams:
public financial management, public investment

Box 3. Approved Projects

(ongoing as of April 30, 2023)

. Public Financial Management Reform
Programin Lao PDR

. State-Owned Enterprises project in
Bosnia and Herzegovina

. Foundational Accounting and Financial
Management Skills Enhancement Pro-
gram in Africa

. Digital technology for Public Asset Gover-
nance projectin Vietnam

. Public Financial Management projectin
MENA region

. GovEnable for Sectoral Service Delivery
in Democratic Republic of Congo, Kenya,
Nigeria, Pakistan, Tunisia

management, public asset management, and infra-
structure governance. The module also helps promote
innovative PFM reform activities at the country level
by funding and scaling up the development of new
approaches (improved efficiency of spending, climate
and gender-responsiveness, pandemic-readiness or
agility) and at the global and regional level by capturing
lessons from novel approaches and disseminating this
as shared knowledge.

Key Outcomes

Global-Level Engagements

During the latter half of FY2023, the FMUP initiated the
creation of a series of global knowledge and analytical
products aimed at making public finance work for
service delivery while also being more responsive to
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issues such as gender equity and climate change. The
World Bank’s Global Governance Practice convened a
collaborative process to reimagine the public finance
agenda for the second quarter of the 21st century.
This process aims to incorporate the lessons of the
past 25 years to help address the main public finance
challenges that governments are facing and will con-
tinue to face in the years to come. The World Bank is
engaging several stakeholders in this effort to revisit
and redefine the ends and means of public finance,
better understand the linkages between PFM systems
and development outcomes, and rethink support for
public finance reforms. The delivery date of this output
is tentatively set for June 2024.

Similarly, the World Bank mobilized global teams
and conducted a series of conversations in FY2023 that
were aimed at addressing cross-cutting multi-sectoral
policy concerns regarding service delivery, climate, and
gender. The work on climate and gender-responsive PFM
is still in the conceptualization stage, while the service
delivery perspective is more advanced. Specifically, the
GovEnable global team began raising awareness and
building capacity to tackle PFM bottlenecks in sectors
through more agile problem-focused approaches. Work
on that front has included:

e Aninitial internal training for World Bank teams to
enable them to apply the GovEnable framework in
their existing projects to boost their impact

e A suite of tools and resources for World Bank tech-
nical teams

e An intranet site with background, tools, and re-
sources for World Bank teams

During the internal training, two trainers from the
Policy Practice conducted an engaging three-day
deep-dive design clinic [ pilot training-of-the-trainers
event March 8-10, 2023, to orient 14 participants to
the new approach. The participants included World
Bank PFM experts and a representative from the Gates

The World Bank mobilized global
teams and conducted a series
of conversations in FY2023

that were aimed at addressing
cross-cutting multi-sectoral
policy concerns.

Foundation. At the writing of this report, four of the
trained World Bank experts were scheduled to leverage
their knowledge to train other World Bank task teams
and, crucially, government officials in the Democratic
Republic of Congo, Kenya, and Pakistan, during May
2023. Training was planned for Nigeria and Tunisia
later in the calendar year.

Country-Level Engagements

Public Financial Management Reforms in the Lao
People's Democratic Republic. The FMUP continued
to fund support for PFM reforms in Lao PDR under the
Managing Public Finances module. Through this sup-
port, the World Bank provided the government with
technical assistance and advisory services to improve
public expenditure and revenue management, public
procurement, and human resources management.
The World Bank successfully carried out most planned
activities for FY2023, albeit with minor delays. Increased
demand for support from the Ministry of Finance con-
firmed the strategic relevance of this engagement. The
project is closely aligned with Lao PDR’s new Country
Partnership Framework, the Ministry of Finance’s PFM
Strategy, the country’s Ninth National Socioeconomic
Development Plan, and the National Agenda on Fi-
nancial and Economic Difficulties. Box 4 summarizes
the most significant outcomes achieved during the
reporting period, and appendix 1 contains further de-
tails about the specific activities that were completed.
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Box 4. Highlights: Lao PDR Third Public Financial Management Reform Program

1. The World Bank completed an instrumental
assessment of Lao PDR's national airline. The
report generated significant attention and,
more important, subsequent requests from
authorities for further technical assistance
to immediately address some of the identi-
fied shortcomings. The assessment also
persuaded other partners to join the FMUP
and support Lao PDR's development efforts
in this area. The World Bank was engaged in
advanced discussions with USAID to this end.
If successful, this effort would mobilize addi-
tional funding to support Lao PDR in achieving
its financial management goals. Section 5.1
contains additional details.

. The World Bank helped Lao PDR's tax de-
partment draft key legislation to enhance its
administrative capabilities. These included

pertinent regulations such as a draft property
tax law and value-added tax instructions for
the e-commerce industry.

. The World Bank delivered virtual and in-

person training and advice on transfer pricing
between May through September 2022. As a
result, the Ministry of Finance requested assis-
tance to develop the country's first legislation
to regulate transfer pricing.

. Revisions to the chart of accounts were a sig-

nificant achievement, with substantial progress
in finalizing six of the seven segments of the
new chart of accounts. These were expected
to be piloted later in 2023. The new chart of
accounts will be the backbone of the coun-
try's future financial management information
system.
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Public Financial Management in the Middle East and
North Africa. This regional project aims to strengthen
the PFM performance of governments when delivering
public services. It provides initial support to four coun-
tries: Egypt, Libya, Morocco, and Tunisia. Another early
goal is to develop regional conferences and networks
that allow practitioners to share professional experience
and knowledge.

Work in FY2023 for the PFM MENA project focused
on completing the preparatory steps needed to make
the engagement effective. These steps included drafting
a concept note for the project and its assessments and
planning a regional training session. A regional train-
ing session on International Public Sector Accounting
Standards (IPSAS) was scheduled to take place in Kuwait
in May 2023, in collaboration with the International
Monetary Fund’s Middle East Center for Economics and
Finance. A total of 36 officials from institutions in 10
MENA countries were set to attend and, upon passing
the final exam, receive CertIPSAS, a certificate from
the Association of Certified Chartered Accountants
reflecting knowledge of IPSAS.

GovEnable (country-level support). Through Gov-
Enable, local reformers in five pilot countries are sup-
ported to jointly develop tailored solutions to local
public finance challenges that impede service delivery
in sectors. These challenges include bottlenecks to
directing development money to where it is needed.
The World Bank aids the reformers in devising solutions,
helps define ways to engage stakeholders who need to
be part of the solutions, and offers financial support for
implementation.
GovEnable consists of three elements:

» GovBottlenecks, which identifies governance con-
straints to service delivery and actions to address
them

o GovFacilitate, which facilitates and supports ac-
tion-oriented, collaborative, and adaptive reform
processes

» GovForResults, which seeks to design and imple-
ment governance operations that enable service
delivery, value for money, and tangible government
results

At the heart of the initiative are World Bank-run design
clinics that bring together a variety of country officials
into reform teams that apply GovEnable frameworks to
areal issue in real time to find solutions. These reform
teams typically include representatives of finance and
sector departments and ministries, and subnational
governments. They leave the clinics with new capabili-
ties and are empowered to solve their own challenges.
Critically, participants also design a process to engage
other key stakeholders who are not in the room. The aim
is to create working coalitions with those stakeholders
and further develop the reform plan and translate it
into action and results.

Also participating in the design clinics are World
Bank teams with technical expertise relevant to the
local challenges—as facilitators, not as solutions pro-
viders in the traditional sense. The GovEnable program
delivers training for the technical experts to take on
this role, which enables local stakeholders to come up
with their own solutions.

With support from the FMUP, the World Bank ini-
tiated the in-country piloting of the GovEnable ap-
proach at the end of FY2023. Country projects underway
included:

« Democratic Republic of Congo: Addressing
challenges in the financing and management of
resources for provincial service-delivery in health
and education

« Kenya: Supporting the national government to de-
velop a joint action plan for strengthening devolved
services between national and county governments

« Nigeria: Focused on health and education delivery
across state and local governments
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« Pakistan: Working with Khyber Pakhtunkhwa
province to address bottlenecks in the allocation
of resources in health and education and the man-
agement of resources by schools and health facilities

e Tunisia: Identifying and addressing the public
finance constraints to service delivery, initially in
the education sector

Vietnam Disruptive Technology for Public Asset
Governance (DT4PAG) project. The goal of this proj-
ect is to transform the use of technology by Vietnam’s
subnational governments to improve their governance
of public infrastructure—specifically, the public asset
registry issues associated with rapid urbanization and
climate change.

The project encompasses three pillars: people, pro-
cess, and technology. Planned activities include devel-
oping accredited capacity-building for government

Participantsin
GovEnable Kenya

officials (people); conducting assessments of existing
data standards and business processes to identify
binding regulatory bottlenecks across levels of gov-
ernment (process); and supporting the development
of demand-driven and tailored digital applications
(technology). Expected outputs include delivery of tech-
nical advice that contributes to at least one functioning
application for each city/province that addresses loca-
tion-specific needs and problems with service delivery.

During a two-year inception phase, the project task
team engaged with Ho Chi Minh City, the municipality
of Da Nang, and the province of Thua Thien Hue, to
secure local interest, assess readiness for the project’s
goals, and agree on potential use cases. The team made
significant progress in laying the groundwork, includ-
ing securing a commitment from the three targeted
jurisdictions.

DT4PAG was formally launched in January 2023. At
the end of the reporting period, an early achievement
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was a new flood exposure reporting and online de-
cision-making platform in operation in Ho Chi Minh
City. In Da Nang, the World Bank team was exploring
ways to develop an integrated digital registry of 1,600
public assets, including their geospatial coordinates.
In Thua Thien Hue province, the team secured an
endorsement from local authorities to implement the
grant activities, including initial work on digitizing
government documents for the construction sector. On
a national level, planning was underway to establish
a digital government academy that would design
the curriculum and provide training in digital skills
for government leaders and key technical staff, as
well as undertake the role of a center of excellence
in Vietnam.

Overall, DTAPAG had a good start, by focusing on
client commitment and establishing an implementa-
tion mechanism that uses a whole-of-city approach to
address all three pillars (people, process, technology)
to secure success.

3.2 Module 2: Financial
Reporting and Oversight

This module supports activities that strengthen public
sector accounting, reporting, and auditing. Specifically,
it promotes (1) governments’ adoption of public sector
financial accounting and reporting practices that align
with internationally accepted standards, and (2) supreme
audit institutions’ adoption of practices that align with
the International Standards of Supreme Audit Institu-
tions. Financial reporting and auditing are essential
for proper oversight of public resources, as well as for
better management and use of funds. The spillover ef-
fects of these improvements are significant, including
information for better decision-making and public sector
management practices; improved debt transparency
and management resulting from comprehensive debt
accounting and reporting by adopting accruals-based
accounting; and better performance and oversight of
SOEs due to reporting and auditing improvements.

Objective

Promote the transparent and accountable use of public
resources.

Approach

Grants under Module 2 support World Bank-executed
and recipient-executed activities that focus on strength-
ening the laws, regulations, procedures, practices,
systems, and capabilities associated with public sector
accounting, reporting, auditing, and external oversight.

Key Outcomes

Global-Level Engagements

During FY2023, the World Bank focused on mobilizing
task teams to implement global-level work focused on
generating knowledge that could strengthen the qual-
ity and use of government accounting and financial
reporting. The envisaged work includes conducting
knowledge-sharing events and generating a repository
of implementation guidance to support the application
of public sector accounting and financial reporting
regulatory frameworks. The program also planned to
undertake an update of cash and accrual basis toolkits
to capture newly issued, or changes to, International
Public Sector Accounting Standards.

Also, the FMUP engaged in exploratory discussions
on a new workstream on sustainability reporting. In-
creasingly, governments and private investors alike
are calling for the swift development and adoption of
harmonized global sustainability standards as pub-
lic goods. The lack of global frameworks for public
sector climate reporting indicates that governments
and public sector entities do not have a basis for re-
porting in a comprehensive and comparable manner
on their progress toward achieving carbon emissions
reductions. The FMUP is exploring an emerging op-
portunity to collaborate with the International Public
Sector Accounting Standards Board and the Climate
Support Facility to develop global public sector-specific
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sustainability guidance, to address this urgent pub-
lic-sector reporting gap.

Country-Level Engagements

The Lao People's Democratic Republic. In Lao PDR,
the FMUP funded World Bank-executed activities that
contributed to greater reporting capabilities by sup-
porting the implementation of enhanced International
Financial Reporting Standards (IFRS) and providing
capacity-building support for regulators and preparers.
The first round of training focused on building capac-
ity for the supervisory staff of requlators (Ministry of
Finance, Bank of Lao PDR, Lao Securities Commission
Office, and Lao Chamber of Professional Accountants
and Auditors) regarding 15 core [FRS standards. The
training for preparers started in December 2022 and
was ongoing at the end of the reporting period. A gap
analysis of the knowledge and understanding of IFRS
was performed at the beginning to inform the prepara-
tion of the training materials and the training design.
The government anticipates transitioning to IFRS and
receiving World Bank support through the project.
The next planned activities included a public event to
raise awareness about the importance of IFRS. Other
planned activities are (1) training of accounting and
financial reporting staff; (2) training of trainers; (3)
development of guidelines, manuals, and instructions
for implementation of applicable IFRS standards; and
(4) development of a monitoring framework for IFRS
compliance.

3.3 Module 3: Public-Private
Sector Interface

The interface between the public and the private sec-
tors is increasingly recognized as crucial to stimulate
economic development and to bridge the financing
gap, both of them necessary to achieve the Sustain-
able Development Goals. Several interactions across
this interface have an impact on the opportunities for
developing countries to attract investors and help eco-
nomic activities blossom. Included in these interactions

are (1) the governance and performance of SOEs, (2)
the role of the government in providing oversight on
financial reporting by business enterprises, and (3) the
regulatory role of the government regarding the private
sector. Module 3 focuses on promoting and developing
innovative approaches in all these private and public
sector interactions.

Objectives

e FEnable countries to assess and strengthen their gov-
ernance of SOEs and to enhance the role SOEs can
play in service delivery and economic development.

« Enable countries to identify and implement cor-
porate financial reporting reforms that improve
investment opportunities and strengthen compli-
ance with international standards.

Approach

The importance of the public-private interface is in-
creasing due to the Sustainable Development Goals, as
it is evident that these goals can only be achieved with
the support of the private sector, through financing and
investment as well as through direct action related to
the goals. The public and private sector interface has
gained even greater importance in response to COVID-
19, as the recovery and long-term resilience phase can
only be achieved through a partnership between both
parts of society. Module 3 supports World Bank- and
recipient-executed activities that involve strengthening
the corporate governance of SOEs and the corporate
financial reporting regimes in countries.

Key Outcomes

Global-Level Engagements

The FMUP is funding implementation of the Integrated
State-Owned Enterprises Framework in Lao PDR and
in Bosnia and Herzegovina. In 2019, the World Bank
developed this analytical tool, which is based on a
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Parliament of Bosnia
and Herzegovnia

multi-disciplinary approach that considers the wide
range of SOE policy issues. The framework gathers
several World Bank global practices to provide com-
prehensive and coordinated support to client countries
by conducting an integrated assessment of the SOE
sector and developing a sequenced and prioritized
set of recommendations. The framework consists of
four core modules: SOE and the Market, Fiscal Impacts,
Distributional Impacts, and Corporate Governance and
Accountability Mechanisms.

Country-Level Engagements

Bosnia and Herzegovina. The overall performance
of the Supporting Better, Effective, Sustainable, and
Transparent SOEs (BEST SOEs) project for Bosnia and
Herzegovina was moderately satisfactory for FY2023.
The country held general elections in October 2022,

and many reforms across various economic areas were
paused. Despite this, significant progress was achieved,
albeit with some variation across the three jurisdictions
of the country where the project was being imple-
mented. Progress was satisfactory for the Republika
Srpska entity, moderately satisfactory for the Federa-
tion of Bosnia and Herzegovina entity, and satisfactory
for the Brcko district. The project’s most significant
achievement during the reporting period was the es-
tablishment of the central SOE Oversight Coordination
Department, a new institutional arrangement that
will help the Government of Republika Srpska in mod-
ernizing its SOEs. At the end of the reporting period,
the new SOE Oversight Coordination Department had
hired part of its planned staff and had prepared terms
of reference to hire the remaining staff. Section 5.3 and
appendix 1 contain additional details.
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Foundational Accounting and Financial Manage-
ment Skills Enhancement (FASE) program. The
World Bank established the FASE program in 2018 with
the objective of increasing the number of qualified ac-
counting technicians to serve in the private and public
sectors in Africa. A study on the state of the profession
in five French-speaking countries, completed in 2021,
highlighted the accounting qualification programs
offered in those countries, demand for accounting
technicians, and recommendations to address the
gaps. The 2021 study results informed the design of
new accounting technician qualifications under two
streams of work: (1) supporting all five countries in
strengthening their accounting technician programs
in institutions of higher learning, and (2) developing
a standardized Accounting Technician Qualification
for Africa (ATQA), for rollout in other African coun-
tries, in partnership with the Pan African Federation
of Accountants.
Project achievements during FY2023 included:

e Stream 1. Key deliverables were (1) designing
new accounting technician certificate programs
for Burkina Faso, Morocco, Senegal, and Tunisia;
(2) preparing a roadmap to guide Cote D’Ivoire in

developing its own revised accounting curriculum
and learning materials; and (3) supporting revised
business models and governance for training insti-
tutions for professional accountancy organizations
in Burkina Faso and Coéte D’Ivoire.

» Stream 2. Highlights were development of the ATQA
curriculum, syllabus, study material, and lecturers’
material.

« Knowledge-sharing events. The project team
hosted several events with the beneficiary countries
that were used to share experiences to help promote
the new accounting technician programs.

Section 5.2 contains additional details.

3.4 Call for Proposals

As discussed in detail in Section 2.2, the program
launched a World Bank-wide competitive call for pro-
posals that generated significant interest and demand
from 64 teams, of which 33 were short-listed, each
with the potential to expand the FMUP’s coverage
and impact.
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The program management team made early progress
on these five themes during the reporting period.

4.1 Climate Change

Through specialized tools, training, consultations, and
grants, the FMUP equips public and private financial
management professionals to play a pivotal role in
converting their countries’ climate commitments into
climate action. How government money is spent—
whether on projects, programs, and infrastructure that
advances climate goals or in ways that undermine the
goals—determines whether Paris Agreement promises

can be met, and whether runaway climate change can
be halted.

A growing number of central finance agencies are
requesting World Bank support to help them inte-
grate climate considerations into their work. Similar
requests come from World Bank operational teams,
who must deliver on the institution’s commitment to
ensuring projects are designed and implemented in
climate-friendly ways (box 5).

The FMUP places a high priority on supporting ini-
tiatives that mainstream climate change considerations
in all core aspects of financial management. From its
FY2023 call for proposals, the program short-listed 13

Box 5. The World Bank's Whole-of-Economy Approach to Climate Change

The World Bank’'s Climate Change Action Plan
for 2021-2025 aims to support countries and pri-
vate-sector clients in maximizing the impact of cli-
mate finance. It focuses on transformational impacts
through (1) integrating climate and development, (2)
identifying and prioritizing action on the largest mit-
igation and adaptation opportunities, and (3) using
climate finance and leveraging private capital to
deliver results for resilience and full decarbonization.

One area of particularimportance is the World
Bank's commitment to supporting country-level
dialogue on climate change policy directions
and institutional strengthening. The World Bank
supports a "whole-of-economy” approach that
focuses on policies and plans to create the right
enabling environment for climate action and de-
liver transformative change. This work involves
strengthening planning and finance agencies
to understand and respond to climate change.
Ongoing activities under this workstream include
integrating climate change considerations in fiscal
planning and medium-term frameworks, public
financial management, public investment man-
agement, and public procurement.

Trust funds are an integral part of the World
Bank's efforts to drive climate action. The World
Bank has a long-standing record of partnering with
bilateral donors and other development agencies
to incorporate climate considerations into lending
projects and operations. Trust funds complement
the World Bank's core funding and activities by
providing financial resources and contributing
to development knowledge and operational
innovations. For instance, the Climate Support
Facility, a MDTF, finances technical assistance
and advisory services that support develop-
ing countries in accelerating their transition to
low-carbon and climate-resilient development and
elevating the national decarbonization agenda.
The FMUP supplements this work by filling gaps
and scaling or deepening institutional reforms that
mainstream climate change considerations into
financial managementrules, processes, systems,
or technical competencies. The FMUP, Climate
Support Facility, and other climate umbrella trust
funds work together, complementing each other
as one package, to address crucial bottlenecks
to scaled climate action.
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expressions of interest that proposed a range of coun-
try-demanded, climate-oriented technical assistance
activities. For instance, task teams proposed projects
that would introduce climate change considerations
into (1) strategic planning and budgeting, (2) prioritiza-
tion and selection of capital projects, and (3) corporate
financial reporting regulations.

Going forward, the FMUP, in close coordination with
the Climate Support Facility, will continue to support
mainstreaming climate change considerations into
governance and public finance arrangements, includ-
ing through:

e Small, catalytic grants that promote continuous
innovation at the country level

e Medium-term grants to scale up country-level action
on climate

e Drawing on World Bank expertise and experience
to identify and address gaps in client countries’
knowledge and capabilities, through knowledge
products, training, and consultation

4.2 Gender

The FMUP finances activities that support gender-re-
sponsive PFM—also called gender-responsive budget-
ing—in client countries. Many countries around the
world, including developed countries, still struggle to
implement gender budgeting effectively. One pertinent
need is for practical operational guidance on how to
effectively incorporate gender-responsive PFM reforms
into the design of World Bank operations and technical
advice. The FMUP will contribute by supporting global
knowledge and analytics that provide lessons learned,
identify blockages, and share good practices on this
topic. Key deliverables for the program will include:

e A practical guidance note on how to operational-
ize gender-responsive PFM reforms, including by
leveraging country examples and findings from the

Public Expenditure and Financial Accountability
Gender supplementary assessment

« Dissemination of good practices through (1) focused
regional events on exchanging knowledge on
gender-responsive PFM operations, including the
policy, fiscal, and PFM elements; (2) presentation of
case studies and success stories; and (3) providing a
platform for peer-to-peer engagement and support

The program’s work on dissemination culminated in an
internal event held on April 6, 2023. The event focused
on raising awareness about and promoting the achieve-
ment of the International Development Association
(IDA) 20 Policy Commitment Number 8: To support at
least 10 IDA countries to make their fiscal policy and
budget systems more inclusive and gender-responsive.
During the webinar, World Bank experts from different
regions shared their insights and lessons learned on
questions including, How can the World Bank teams
meet or exceed this policy commitment? What are the
important factors for success? How do the World Bank’s
PFM operations connect with and support its broader
gender and fiscal policy objectives?

4.3 Innovative Approaches
to Reform

The FMUP supports and encourages a range of innova-
tion, both as project-specific initiatives (vertical inno-
vation) and as program-wide approaches (horizontal
innovation). On the high-tech side, work includes digital
government, which is the focus of the DT4PAG project in
Vietnam. On the high-touch side are innovations such
as the GovEnable project, which is centered on face-
to-face problem-solving that takes the novel approach
of bringing officials from different sectors together to
identify, analyze, and resolve bottlenecks in the delivery
of government services.

During FY2023, the project management team began
to form a collaboration with the World Bank’s Develop-
ment Impact Evaluation (DIME) team, under which DIME
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would help design financial management projects from
their inception to ensure that their impacts could be
more effectively monitored and evaluated. At the end of
the reporting period, DIME proposed that its team select
and support projects that have the potential to bring an
evidence-based approach, using some combination of
new data, analytics, and impact evaluation methods.
DIME also suggested that it focus its efforts on helping to
workshop and select innovative projects, and to engage
with a small number of them, rather than monitoring
projects or producing major reports.

4.4 Digitalization

There is a growing demand for digitalization in gov-
ernment, such as in PFM and public investment man-
agement. The FMUP envisages supporting countries
in carrying out digital PFM and public investment
management activities. One example of this is the
DT4PAG project in Vietnam, which seeks to help sub-
national governments in Vietnam make better use of
technologies to improve their governance of public
infrastructure. Specifically, planned activities include
supporting the development of demand-driven and
tailored digital applications. Expected outputs include

at least one functioning application for each benefi-
ciary city/province that will address location-specific
needs and problems with service delivery. However,
the project recognizes that digital transformation and
innovation are not only about technology. The project
offers people and process goals that complement the
technology goal.

4.5 Sectoral Service Delivery

The GovEnable pilot project exemplifies this theme
because its ultimate goal is to enable governments to
achieve sustainable improvements in their delivery of
public services to various sectors. The World Bank de-
veloped the GovEnable framework for its PEM projects
in response to the growing sentiment that PFM reforms
should focus on making real-world improvements in
macro-fiscal management and service delivery that re-
sultin economic and human development outcomes. At
the same time, there is growing recognition that in order
to sustain improvements over time, World Bank PFM
projects in sectors need to focus more on governance
constraints to service delivery. Table 3 summarizes the
objectives of the GovEnable approach and how it diverges
from the conventional approach to PFM projects.

Table 3. GovEnable Approach vs. Conventional Approach

Achieve PFM norms and standards

Target PFM outcomes and development results

Assess the strengths and weaknesses of PFM
systems

Understand the underlying causes of strengths and
weaknesses

Target weaknesses across the PFM cycle

Focus on key bottlenecks that affect delivery

Preplan and develop reforms

Implement reforms in an iterative, flexible, and adaptive manner

Focus on core PFM institutions

Focus on service delivery institutions and beneficiaries

Departments implement reform components

Reform teams and coalitions take coordinated and collective
action

Use standard technical solutions to achieve PFM
norms

Solutions explicitly target behavior change and address
underlying causes

Target quality reform inputs

Target achieving reform results
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5.1 Turning around State-Owned
Enterprises: Lao Airlines

Lao PDR’s national airline faced operational challenges
due to overexpansion, inadequate corporate gover-
nance, and suboptimal operational processes.

The management of Lao Airlines and its supervising
agency, the Ministry of Public Works and Transport,
asked the World Bank to undertake a thorough analysis
of the drivers of the problems, as well as the impact
of the airline’s fiscal cost on the Government of Lao
PDR. The ultimate goal was to make the carrier finan-
cially sustainable and to either partially privatize it or
make it a joint venture with a commercial airline. A
World Bank team completed the assessment and, in
September 2022, delivered it to the management of
the airline, the Ministry of Public Works and Transport,
and the Ministry of Finance. The World Bank engaged
stakeholders in the country to share the findings and
to receive feedback.

Context

Lao Airlines was founded in 1989 and evolved to become
fully commercial in 2005. Between 2011 and 2019, a
time of strong growth in airline travel in the region,
the carrier increased the size of its fleet, network, and
organizational structure to 11 aircraft, 23 destinations
served, and 959 employees.

Despite experiencing growth, Lao Airlines encoun-
tered financial difficulties because it overexpanded its
fleet and used leverage to purchase assets. During the
COVID-19 pandemic, the airline managed to lower its
operational costs and reduce losses, demonstrating its
resilience and adaptability. Despite its accumulated
losses and excessive leveraging, Lao Airlines remains
dedicated to maintaining its financial sustainability
and minimizing its impact on the government.

“The final report.... will contribute
to a better understanding of
the fiscal risks to our airline
business operation and provide
options for restructuring to

put it on the path of financial
sustainability. Moreover, it will
[provide] important information
and recommendations for us

in business operations in the
future.”

—Khamla Phommavanh,
Managing Director, Lao Airlines

World Bank assessment

The World Bank’s assessment identified significant
challenges in three areas:

» Corporate governance. The airline needed in-
creased involvement of its business experts on its
board of directors, tighter internal controls, better
procurement processes for leasing capital assets,
and a more streamlined approach to accounting,
records management, and compliance with recog-
nized international financial accounting reporting
standards. Additionally, the carrier lacked experts in
crucial areas: commercial and marketing, human
resources development, engineering, and manage-
ment consulting.

» Operational processes. The processes of fleet
management and aircraft acquisition and leasing
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needed improvements. Additionally, there were
insufficient personnel with the necessary experience
in airline operations to provide advice to manage-
ment on both core and financial operations.

» Five-year post-COVID-19 recovery plan. The air-
line created a plan during the pandemic with the
expectation that it would end in two years and that
the recovery would be rapid. The plan did not account
for the potential impact from high inflation or fuel
prices or the weakening of the local currency, because
it assumed that these factors would remain stable.

The World Bank recommended that the airline’s man-
agement prioritize structural changes to reduce its
excess fleet capacity, which would rein in debt, curb
the trajectory of operational losses, and thereby make
the carrier financially and fiscally sustainable in the
next five years. The World Bank provided the price tags
for different fleet reduction options.
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Client response and way forward

Lao Airlines Managing Director Khamla Phommavanh
said the World Bank’s report provides significant guid-
ance not only for current operations, but also for future
plans, and will feed into a reform plan that the carrier
is implementing. Mr. Khamla also emphasized the
importance of hiring experts in key areas such as com-
mercial and marketing, human resources development,
engineering, and management consulting, to take the
airline to the next level.

At the airline’s request, the World Bank team next
was expected to discuss support for implementing the
report’s recommendations.

The airline assessment was part of a larger World
Bank program over the past few years to help the Gov-
ernment of Lao PDR with PFM reforms, encompassing
public expenditure and revenue management, public
procurement, and human resources management.
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5.2 Building Accounting and
Financial Management Skills
from the Ground Up: FASE

Challenge

Good accounting practices contribute to more than
good bookkeeping. Accountants are essential for
effective public service delivery and private sector
development. However, most African countries face
a shortage of foundational accounting skills. Both
public and private sectors have limited staff with
adequate training to perform basic functions such as
internal controls and audits, which leaves countries
shorthanded to prevent waste, misappropriation, and
corruption.

Solution

To meet the need for skilled accountants, the World
Bank’s Governance Global Practice in 2018 established
the Foundational Accounting and Financial Manage-
ment Skills Enhancement (FASE) program. FASE, funded
for 2018-2025, includes two streams of activities:

e Stream 1 supports five countries (Burkina Faso,
Cote D’'lvoire, Morocco, Senegal, and Tunisia) in
strengthening, designing, or implementing ac-
counting technician programs. This both ensures
that the graduates are employable and that they
are qualified to train future technicians.

“Accounting technicians are
essential to Africa's economic
development.... They must

be a key component of the
accountancy ecosystemin
Africa, as they help to enhance
the trust in financial systems
by contributing to accurate
financial information and
promoting transparency.”

—Alta Prinsloo, Chief Executive Officer,
Pan African Federation of Accountants

» Stream 2 is developing a standardized Accounting
Technician Qualification for Africa (ATQA) for roll-
out in other African countries, in partnership with
the Pan African Federation of Accountants. This
includes strengthening the capacity of professional
accounting organizations, so that they are able to
implement the new qualifications.

Achievements

During the reporting period, the World Bank delivered
most of the planned activities, including the design
and development of the ATQA competency-based cur-
riculum framework, a detailed syllabus, and learning
materials.

In addition, the World Bank hosted two FASE events.
In June 2022, 97 participants from the five countries
attended a virtual knowledge-sharing event. Attendees
discussed experiences and lessons about topics such
as training arrangements and initiatives to attract
students to the courses.
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In October 2022, the World Bank hosted a workshop
in Casablanca, Morocco, with 60 physical participants
and 140 virtual participants from the five countries.
Attendees shared experiences in designing and im-
plementing accounting technician qualifications and
learned the roles of different stakeholders in the ac-
counting technician value chain. Participants agreed to
help accelerate implementation of the new accounting
technician programs by, for example, ensuring that
the programs are registered with each country’s au-
thorities to achieve recognition and attract students,
and by conducting marketing campaigns to promote
the programs to prospective students, their parents,
and employers.

Next steps

FASE’s priorities for FY2024 are to (1) finalize the devel-
opment of accounting learning materials in Burkina
Faso, Morocco, Senegal, and Tunisia; and (2) finalize
the recipient-executed trust fund arrangement with
the Pan African Federation of Accountants to allow for
the piloting of ATQA in three countries.

FY2024 events include an accounting technician
session held immediately after the end of the report-
ing period, during the planned Africa Congress of
Accountants in Abidjan, Cote D’lvoire, in May 2023.
Also planned was a training of trainers for the new
accounting technician qualifications in Burkina Faso,
Cote D’lvoire, Senegal, and Tunisia, by December 2023.

5.3 Facilitating State-Owned
Enterprise Reforms:
Bosnia and Herzegovina

SOEs in the Republika Srpska jurisdiction of Bosnia and
Herzegovina handle services ranging from operating
and maintaining railroads, to generating and deliver-
ing electricity. However, the SOEs report data on their
performance in different ways— or don’t report at all.

The World Bank worked hands-on with the gov-
ernment starting in 2019 to identify the systemic
underlying causes of these issues. That approach led
to the government accepting a World Bank reform
initiative, the BEST SOEs program, which launched
in August 2021.

Pioneering government unit to collect
standardized data

In January 2023, the government established a central
SOE Oversight Coordination Department that will col-
lect data in a standardized way about SOEs in Repub-
lika Srpska and analyze it to determine successes and
failures. It is the first such institution to be established
in Bosnia and Herzegovina and among the first in the
broader Western Balkans region, said Anya Vodopyanov,
governance and public sector specialist for the World
Bank and co-team leader of the project.

“This is really groundbreaking for our clients and
for the broader region,” Vodopyanov said. “It’s going to
become the basis for reforms.”

The new database of information about the perfor-
mance of SOEs will be accessible to other institutions
of Republika Srpska’s government, such as the Ministry
of Finance, which requires standardized information
to analyze fiscal risks stemming from SOEs, and sector
ministries, which need data about how well the SOEs
are delivering public services such as electricity.
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High-end IT database system to ensure
secure data sharing

To maintain this database, the government looked at
IT solutions that ranged from minimal to high-end and
chose a custom-built, high-end solution. There were
two reasons for spending more money, according to
Vodopyanov. First, the high-end solution will ensure
the data is easy to share and is shared in a secure way
that is not corruptible.

Second, the government decided to be cutting-edge,
Vodopyanov said. “They are doing something that is
politically difficult, and they want to do it in a way
that leapfrogs and can be a model for other countries
undergoing this reform.”

At the end of the reporting period, the new SOE
Oversight Coordination Department had hired four
of a planned six staff members and had opened its
physical offices. It planned to hire the remaining staff
by May 2023. The World Bank was developing technical
specifications that would serve as the basis for terms of
reference to hire the database system developer, and
the procurement process was on track to begin in May.

“"We planted a seed of an
understanding that there is a
need for some minimal level

of oversight of SOEs for the
government to be able to
manage its economy, because
the SOEs are such an important
part of the economy.”

—Anya Vodopyanov, Governance and Public
Sector Specialist, World Bank

The establishment of the new department was part
of a broader World Bank program to support the govern-
ments of three jurisdictions of Bosnia and Herzegovina
in modernizing their SOEs.

Port of Brcko
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As the FMUP’s development partners expect and as the
World Bank has pledged to these partners, grant-funded
projects are intended to achieve specific development
outcomes and impacts that are sustainable. For this
reason and to promote accountability, the program
invested in developing an updated and comprehensive
results framework and a related M&E plan. Starting
in late FY2023, these tools will guide the M&E of all
grant-funded projects. Subsequent annual reports will
reflect the guidance in these documents and discuss
the program’s cumulative accomplishments.

The results framework identifies the following: (1)
the program’s anticipated outcomes, intermediate re-
sults, and outputs; (2) the indicators that will be used
to measure progress and accomplishments; and (3)
the reasonable but ambitious targets to be achieved
during the life of the FMUP. The program’s six outcomes
identify desired changes and corresponding targets in
governments’ financial management laws, policies,
and practices.

For projects that seek to enhance or strengthen a
government’s or another institution’s capacity, effec-
tiveness, or efficiency in financial management, all
country-based task teams are responsible for three
duties: (1) collecting or identifying sources of baseline
data, (2) identifying project-specific targets that can be
used to determine whether a task team has achieved a
grant’s objectives, and (3) collecting or establishing an
approach for the collection of endline data. Requiring
baseline data assists in setting targets; requiring end-
line data assists in measuring how much change has
occurred during a project’s existence.

In addition to core indicators directly related to the
strengthening of financial management, the results
framework includes indicators for cross-cutting issues
such as gender equity and climate change. The FMUP
management team considers these to be areas of pri-
ority attention and encourages task teams to address
the issues in grant-funded projects.

The emphasis on gender equity is reflected in several
indicators. Task teams will measure and report on the
percentage of females who attend program-sponsored

FMUP seeks to mainstream—
and includes indicators on—
gender equity, climate change,
and digital approaches in the
management of public finances
and public sector investments.

training or knowledge events, the duration of partic-
ipation by gender, and the number of female audit
professionals in supreme audit institutions that the
program produces. In all instances, the target is that
females represent at least 50 percent of program-related
event participants and audit professionals.

Grant-funded projects are expected to use as many
indicators as possible in the results framework, includ-
ing those related to several cross-cutting issues. This is
to promote both aggregation of results across different
grant-funded projects and reporting to development
partners. The FMUP seeks to mainstream—and includes
indicators on—gender equity, climate change, and dig-
ital approaches in the management of public finances
and public sector investments. This is consistent with
the 20th replenishment of the International Develop-
ment Association (IDA20).

Unlike the World Bank’s operational investments
that define specific activities before a project begins,
the FMUP’s results framework is indicative. The grants
to be provided and their corresponding activities and
expected results are not known in advance. For this
reason, some indicators may not be necessary. In some
instances, especially for outputs and intermediate re-
sults, indicators may not meet all the needs of some
projects. With the program management team’s ap-
proval, task teams can use separate, project-specific
indicators that are causally related to and suitably ad-
dress the outcomes included in the results framework.
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The M&E plan provides a definition of each indicator,
specifies how each should be measured, and provides
guidance on reporting the results achieved. Common
means of measurement will help aggregation of results
across all projects, and all projects will be expected to
identify a means of verifying the information provided.
Additional contextual information will enhance the
content of annual reports and will inform develop-
ment partners about what their contributions have
accomplished.

There will be independent evaluations of the FMUP,
all associated trust funds, and all grants at the mid-
term and end line, for accountability and learning
purposes. The initial evaluation is tentatively scheduled
for FY2027. Terms of reference for these evaluations will
be developed in consultation with the FMUP Partner-
ship Council and will be based on evaluation criteria
developed by the Organization for Economic Co-op-
eration and Development’s Development Assistance
Committee. Adapted for the purposes of the FMUP,
these criteria include:

» Relevance: The extent to which the trust fund’s ob-
jectives and design respond to beneficiary, country,
and institutional needs, policies, and priorities, and
continue to do so if circumstances change. Benefi-
ciaries are the individuals, groups, or organizations,
whether targeted or not, that benefit directly or

indirectly from the grant-funded interventions.

Coherence: The compatibility of the intervention
with other interventions in a country, sector, or
institution.

Effectiveness: The extent to which the program
achieved, or is expected to achieve, its objectives,
and its results, including any differential results
across groups, such as males and females.

Efficiency: The extent to which the program deliv-
ers, or is likely to deliver, results in an economical
and timely way.

Impact: The extent to which the program has gen-
erated or is expected to generate significant positive
or negative, intended or unintended, higher-level
effects. Impact addresses the ultimate significance
and potentially transformative effects of the inter-
vention. Impacts are unlikely to occur or be observ-
able in the short term, so they are not typically part
of interim or midterm evaluations—and often not
of end-line evaluations.

Sustainability: The extent to which the program’s
net benefits continue or are likely to continue.

Table 4. Distribution of Short-Listed Grant Activities, by Modules

Module 1 Module 2 Module 3
Fiscal and Public Financial Corporate
Expenditure Investment | Reportingand | Accountability | State-Owned Financial

Output Type Management | Management | Transparency | and Oversight Enterprises | Accounting
Knowledge 9 10 6 9 4
Products
Technical 1 10 6 6 3
Assistance
Training and 6 10 5 4 5
Capacity Building
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6.1 Results to be Achieved

With the shortlisting of 33 new grants in FY2023, the
FMUP was setting the stage to achieving the targets in
its results framework. The data in tables 4 and 5 sum-
marize how the potential grantees intend to apply their
resources through the end of FY2027. Several short-listed
teams have indicated that they will use their resources
in more than one category. For example, many potential
grantees would provide technical assistance that will
include capacity building and lead to the production of
knowledge products. Other potential grantees, such as
in Bolivia, Malawi, and Ukraine, will address financial
management in two or even all three of the modules.
The following sections give some examples of how the
new grants could be used.

6.2 Capacity Building

The enhancement of a country’s capacity to manage its
fiscal resources is an essential first step to improved ef-
fectiveness and efficiency in the use of these resources.
Capacity building includes workshops, training events,
knowledge events, and awareness-raising activities. In
Indonesia, as an illustration, the World Bank country
team proposed to use a $300,000 grant to build the
capacity of regulators and accounting and auditing
professionals in environmental, social, and governance
reporting, working with the Finance Profession Su-
pervisory Center, which oversees the accounting and
auditing, appraising, and actuary professions.

6.3 Technical Assistance

Technical assistance involves the transfer, adaptation,
mobilization, and use of services, skills, knowledge, and
technology to build national capacity on a sustainable
basis. Its objective is to provide client countries with
the expertise needed to advance their development
in priority areas. For instance, one of the short-listed
proposals requested a grant to fund technical assistance
in Albania to strengthen the government’s institutional

and technical capacity to adopt International Public
Sector Accounting Standards. The team proposed to
review the legal provisions for public sector accounting
and reporting and provide advice to inform the drafting
and enactment of new laws and amendments that are
aligned with the standards.

In another example, the task team for Serbia re-
quested FMUP funding to deliver technical assistance
to help the government introduce climate-related pri-
oritization and selection criteria for public investments.
Similarly, in Maldives, a requested grant would support
the operationalization and harmonization of digital
platforms and systems in line with the Ministry of
Finance’s policies on public finance modernization.
Additional use of digital mapping and tracking tools
would improve the tracking and monitoring of public
assets.

In Rwanda, the task team expressed interest in
receiving a grant to fund technical assistance that
would produce a framework for climate-responsive
management of public investments, assets, and pro-
curement and that also would produce a manual on
how to implement these reforms. The manual would
be piloted with at least one large infrastructure project.

6.4 Knowledge Products

Grants from the FMUP will support a large range of
tools, plans, guidelines, critical analyses, and other
publications to improve the effectiveness and efficiency
of governments’ use of their public resources, enhance
their management of SOEs, and improve regulations
governing corporate financial reporting. The expec-
tation is that all these products will contribute to the
FMUP’s overall objectives.

A project in Peru proposed to strengthen regulations
governing corporate financial reporting. A report would
provide an assessment of the country’s requirements,
practices, and institutions for such reporting and sug-
gest areas for improvement. A related action plan would
recommend short-, medium-, and long-term responsi-
bilities and be presented to the country’s Normative
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Committee for Accountability for its endorsement.

Working with the city of Cape Town, South Africa,
a grant was requested to fund capacity development
and completion of a report on public investment man-
agement, a guidance note on recommendations for
improving this management, and fiscal rules to govern
investments in capital projects and to limit opportunis-
tic inclusion of projects of questionable value.

In Ukraine, despite the war, the country’s govern-
ment intends to honor its commitment to provide pen-
sions to its senior citizens. For this reason, one World
Bank team proposed to conduct a stocktaking of all
pension liabilities, including pension provisions and
contingent liabilities, and assess their actual or esti-
mated value, if possible, given the current demographic
situation in the country. As part of this activity, the
World Bank would pay special attention to an assess-
ment of the gender pension gap and pension payments
during wartime. The result would be a progress report
on the identification, recognition, and disclosure of
pension liabilities.

6.5 Cross-Cutting Themes

In proposals for funding, applicants are strongly en-
couraged to mainstream attention to gender equity,
climate change, and other pivotal cross-cutting issues
in all their activities and outputs (table 5). When these
issues are being addressed, grantees will report what
has been done and what results have been achieved.

In Cambodia, a grant was requested to fund the
development of recommendations to mainstream gen-
der inclusiveness into corporate financial reporting.
Meanwhile, with a grant to strengthen the practices
of selecting and managing the performance of SOEs,
a World Bank team in Georgia suggested addressing
gender equity in an effort to close gaps in women’s
leadership and to encourage nondiscrimination, to
drive progress in the management practices of SOEs. In
Honduras, proposed grant-funded technical assistance
would assess system requirements for the integration
of both gender and climate change throughout the
budget process. Likewise, a requested grant-funded
project in Timor-Leste would review the government’s
chart of accounts to comply with International Public
Sector Accounting Standards and to ensure its climate-
and gender-responsiveness to these standards. Upon
completion of the project, the expectation is that the
government’s financial reports would illustrate how
much of its resources are benefiting men, women, and
disadvantaged groups in service delivery areas, such as
health and education. As with all such work, the World
Bank expects beneficiaries to commit to implementing
the recommendations financed through the FMUP.

Many shortlisted grants have an explicit and primary
focus on climate change. In response to a request from
the Government of Barbados, a grant was proposed to
assist line ministries in identifying climate-relevant
expenditures across sectors and would provide hands-on
support to the Ministry of Finance in drafting a spending

Table 5. Distribution of Short-Listed Grant Activities, by Cross-Cutting Themes

17 6 5 1

Knowledge
Products

Technical 15 6

Assistance

Training and 8 —

Capacity Building
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report. The same grant would provide resources to help
the Government of the Bahamas introduce a budgeting
methodology for climate change and produce a report
on climate spending. Another grant request focused on
funding the completion of climate change and institu-
tional assessments in five West African countries. These
assessments would be instrumental in identifying the
strengths and weaknesses of the institutional framework

for addressing climate change, including the public
financial arrangements. In Malaysia, the World Bank
team submitted a proposal to help Sarawak’s state gov-
ernment integrate consideration of climate change into
strategic planning and budgeting. This would allow the
government to prioritize low-carbon investments and to
shift capital expenditure plans toward more sustainable
investment goals.
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7.1 Program Management Team

A top priority of the FMUP during FY2023 was to create
a strengthened program management team that could
carry out all of its necessary functions. There was an
ongoing effort to reinforce the team’s capacity to do
monitoring, evaluation, reporting, and communica-
tions. In addition to a senior governance specialist who
serves as program manager, the core team includes a
program officer, an M&E officer, and an expert consul-
tant supporting matters related to trust funds.

In FY2023, program management and adminis-
tration activities intensified to mobilize and oversee
additional donor contributions. As is common in trust-
funded programs, many of these activities initially were
geared toward the design and setup of the program’s
structure and procedures for reviewing expressions of
interest and proposals. Moving forward, management
and administration activities will largely focus on sup-
porting the successful implementation and monitoring
of the annual work plan, which includes activities from
all technical components and cross-cutting themes. As
part of this, the program management team will orga-
nize the planned second call for proposals, support the
selection committees in its deliberations, and support
task teams in launching approved projects and grants.

7.2 Communications and
Visibility Plan

Under a plan drafted in FY2023, the program man-
agement team planned to launch new internal and
external websites for the FMUP before the end of the
fiscal year. According to the plan, the internal website
will be embedded in the main Governance Global
Practice internal website and will provide easy access
to financial management knowledge products and
resources. The program’s external website will be a
stand-alone site within the main World Bank website
(worldbank.org). Appropriate links to funding and im-
plementing agencies also will be included.

Both the internal and external websites will include

information on the following aspects of the program:
e Program development objectives

e Overview of the program structure and modules/
components

e Activities and outputs, results, and impact stories

e Information about partners, including development
partners and the World Bank

« Information about implementation arrangements

¢ Links to relevant FMUP documents from develop-
ment partners and the World Bank

At a later stage, plans called for the website to expand to
include the following information about the program:

¢ Ongoing projects and their progress and achievements

e Dedicated sub-pages for all projects/activities that
receive funding from the program, including a short
description of each project and its implementation
progress

» Knowledge products, such as learning and analyt-
ical materials

e Communications materials, such as activity reports
and brochures

« Short results videos about projects and activities
funded by the program and about events

Looking ahead, the program management team ex-
pects in FY2024 to create a special FMUP edition of the
Governance Global Practice newsletter, and to launch
a blog to disseminate FMUP-generated knowledge and
information through its internal and external websites
and its newsletter.
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Financial management is a crucial function of any
state, and it is constantly influenced by external shocks
and domestic changes in the government and society.
In the years to come, these changes and demands will
become more prominent, placing a significant amount
of pressure on both governments and businesses.
To make significant advancements and progress in
development outcomes, financial management sys-
tems worldwide must be improved. However, meeting
established norms and standards will no longer suffice.
Instead, implementing experimental reforms and
developing shared knowledge through learning will
be necessary to achieve progress. To effectively tackle
the evolving landscape, the FMUP will remain focused
on adapting, improving, and fostering robust systems
and processes.

With the FMUP now established and a solid pipeline
of country programs in place, the program’s focus can
shift from building its foundation to implementation
and growth. The management team has developed a
comprehensive work plan for FY2024, and the antici-
pated risks are minimal, except for possible political
developments in certain grantrecipient countries.

During the upcoming reporting period, the FMUP’s
key priorities will be to efficiently monitor the outcomes
of its activities and grants. This will enable the pro-
gram to achieve a more significant and lasting impact.
Additionally, the FMUP intends to promote awareness
of and cultivate partnerships in its thematic areas.
The program also will focus on tackling emerging
and pressing issues, such as sustainability and climate
change, through its activities.

With the FMUP now established
and a solid pipeline of country
programs in place, the
program'’s focus can shift

from building its foundation to
implementation and growth.

To ensure the success and sustainability of the
FMUP, it will be crucial to engage more with develop-
ment partners. Sustainability means not only obtaining
funding from donors, but also convincing partners
that the program is a vital component of financial
management that helps achieve development goals.
It is imperative that development partners continue to
view the FMUP as an ideal partnership for enhancing
financial management functions in client countries
of the World Bank.

Moving forward, the program aims to engage do-
nors by fostering their interest in its global activities
and receiving non-preferenced resources that can be
used flexibly for funding both global and country-level
initiatives. SECO is the initial donor to endorse both
country-level and global activities. Entering its next
fiscal year, the program’s main objective is to expand
outreach efforts and attract more donors who support
most or all of its thematic areas and geographic levels.
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Appendix 1. Implementation Progress on Individual Grants

Project Name: Bosnia and Herzegovina State-
Owned Enterprise Sector Modernization—
BEST SOE

Grant Account: TFOB6633

Task Team Leaders: Alberto Leyton, Anya
Vodopyanov

A. Project Objectives and Activity
Summary

The development objective of this project is to support
the governments of three jurisdictions of Bosnia and
Herzegovina in formulating and implementing key
reforms to improve governance of the SOE sector. The
project consists of complementary activities, grouped
under two pillars.

+ Policy dialogue: deepening dialogue with gov-
ernment counterparts in the Federation of Bosnia
and Herzegovina (FBiH) and the Republika Srpska
entities on the SOE reform agenda, including defin-
ing the scope of potential World Bank support and
formulating an integrated medium-term engage-
ment program

 Reform design and implementation: support-
ing the FBiH and Republika Srpska governments
in the design and implementation of key re-
forms to improve SOE sector governance through
evidence-based advice, technical assistance, and
capacity building

B. Implementation Progress and
Output Reporting

Activity highlights/key achievements over
the reporting period

Republika Srpska

During the reporting period, the project achieved the
following progress:

Component 1: Policy-level reforms

Supported a comprehensive update to the Republika
Srpska entity’s SOE Reform Action Plan, which out-
lines a medium-term agenda for SOE sector reform
in the jurisdiction for 2022-2024, covering policy-,
owner-, and company-level reforms and key reform
enablers. The updated plan, which extends the plan
developed with the BEST SOE program’s support in
2021, was adopted by the government in October
2022.

Provided support for the government’s action plan
for 2023, which included the drafting of SOE-related
actions and components for the government’s annual
action plan (or work plan) for calendar year 2023.

Established and operationalized the SOE Oversight
Coordination Department. The BEST SOE project
provided technical assistance for drafting the doc-
umentation required to establish the department,
including support for drafting amendments to the
government’s Systematization Rulebook, which
formally allowed the department to be created in
January 2023 and staff to be hired in March 2023.

Supported the development of an IT solution for the
Oversight Coordination Department. The project
supports development of a custom-built IT solution
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that is technically sound, secure, and reliable.
The solution will (1) standardize and harmonize
data received from SOEs for improved oversight
and analyses, and (2) create a central repository
of comprehensive date data on SOEs that can be
used by the key identified users outside of the de-
partment, including the Ministry of Finance for the
purposes of fiscal risk monitoring. The team is in the
process of setting up a recipient-executed compo-
nent under the project to support the IT solution’s
implementation.

e Reviewed and analyzed the legal framework for
SOE governance.

e Delivered a range of technical sessions and training
for the benefit of the new Oversight Coordination
Unit in the General Secretariat of the Government,
the inter-ministerial SOE Reform Working Group,
and the Prime Minister’s Office. In preparation for
the Oversight Coordination Unit’s establishment,
the Bank planned and delivered a series of tech-
nical sessions on topics relevant to the SOE reform
agenda in Republika Srpska that drew on interna-
tional examples and good practices. The project
anticipated supporting on-demand coaching and
regular (monthly) training for the newly established
Oversight Coordination Department. The project
deployed six external expert advisers for this pur-
pose, covering the areas of financial analyses, legal
analyses, corporate governance, IT, and general
strategic management and reform.

e Provided support for SOE fiscal risk monitoring and
managing functions that were established in the
Ministry of Finance.

» Initiated an Integrated State-Owned Enterprises
Framework assessment of SOEs owned by the Re-
publika Srpska entity. This activity is still ongoing
and will identify ways to strengthen SOE sector
performance for the jurisdiction.

Component 2: Doing groundwork for
establishing sound oversight and reporting
arrangements

e Prepared an assessment of existing reporting sys-
tems based on desk and field research.

Component 3: Company-level reforms

» Started exploratory dialogue with companies on SOE
reforms. However, this activity has been placed on
hold until the Oversight Coordination Department
is further strengthened.

Component 4: Reform enablers

e Continued preparations for a baseline citizen survey
to gauge public perceptions and attitudes towards
the SOE sector functions and reforms in Bosnia and

Herzegovina.

» [nitiated preparations for a stocktaking of the strate-
gic communication function of entity governments.

« [nitiated stakeholder and political economy analyses
to inform ongoing engagements and shape project
activities.

Federation of Bosnia and Herzegovina

During the reporting period, the project achieved the
following progress:

Component 1: Policy-level reforms

¢ Engaged in (ongoing) dialogue to support the estab-
lishment of a central SOE Oversight Coordination
Unit in the General Secretariat of the Government.

Component 3: Company-level reforms

» Initiated several company-level engagements at

56 ° Financial Management Umbrella Program



FBiH entity and canton levels, but paused these
activities in February 2023 due to uncertainty about
the new FBiH government and high-level coun-
terparts. The BEST SOE team received requests for
support from the FBIH Elektroprivreda power utility
company and from the Tuzla Canton government
for selected SOEs under its jurisdiction (GIKIL Global
I[spat Coke Industry Lukavac, Coke-Chemical Com-
bine, Koksno-hemijski Kombinat Lukavac, and Salt
Coal Mine Tuzla).

Component 4: Reform enablers

e Began preparations for a baseline citizen survey,
strategic communications assessment, and political
economy analysis. Preparations had initially begun
in the previous reporting period, but were post-
poned due to election-related political uncertainty
and sensitivities. Activities under this component
mirrored and moved in parallel with those in Re-
publika Srpska.

Brcko District

During the reporting period, the project achieved the
following progress:

 Engagement with the Brcko District deepened
during the reporting period. In May 2022, the
World Bank conducted comprehensive analyses of
the performance of Brcko SOEs and their drivers. The
engagement with the district began in February
2023. The project team presented initial results and
received feedback and support for the forthcoming
last phase of data collection. The analyses were
expected to be finalized in the fall/winter of 2023
and were expected to inform a comprehensive medi-
um-term reform strategy and potential World Bank
support for implementation. The work is closely co-
ordinated with the Office of the High Representative
and the International Monetary Fund.

Looking ahead/plans for next period
Priority activities for the next reporting period include
the following:

Republika Srpska

e Establishing the IT system for data collection for the
SOE Oversight Coordination Department

¢ Adopting foundational legislation, regulations, and
policies to underpin SOE sector governance

Federation of Bosnia and Herzegovina
e Restarting engagement at the company level

e [nitiating support for foundational reforms at the
policy and institutional levels

Brcko District

e Deepening reform engagement based on the in-
depth analytical work being completed this report-
ing period

C. Changes to Grant Activity (budget,
activities, timeline, etc.)

The project experienced challenges in the FBiH entity
due to election-related political uncertainty and sen-
sitivities. These factors delayed the implementation of
project activities. Despite these challenges, progress
was made during the reporting period.
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Project Name: Digital Technology for Public Asset
Governance— DT4PAG

Grant Account: TFOC0114

Task Team Leaders: Anh Phuong Nguyen, Huong Thi
Lan Tran, lldrim Valley

A. Project Objectives and Activity
Summary

The DT4PAG project, launched in January 2023, aims
to leverage disruptive technologies to improve the
management and governance of public assets—such
as land, infrastructure, and property— in terms of risk
management, maintenance, and/or revenue generation
from infrastructure services. It entails aligning people,
processes, digital platforms, and data assets (technol-
0gy) to achieve better-informed decision-making and
ultimately, more resilient infrastructure. This involves
combining existing data from administrative systems
with new sources, such as satellites, smartphones, and
sensor systems. The project provides capacity building
through, and technical assistance for, implementation
of pilot use cases.

The project includes three components: people,
processes, and technology.

e« The people pillar provides structured aware-
ness-raising, capability-building, and use-case ex-
plorations to decision-makers and public officials
in beneficiary provinces. These services are offered
through domestic training centers that will be sup-
ported and linked to existing global Centers of Excel-
lence. Activities first will support the refinement and
development of use cases, then build some of the
capacity required to successfully implement them.
Expected outputs/outcomes include (1) support to
two local training institutions to develop training
curriculums and to established networks with global
Centers of Excellence, and (2) delivery of training to
senior management and technocrats.

+ The process pillar aims to narrow the disconnect
between policy and practice for digital government
innovations in Vietnam. Expected outputs/outcomes
include (1) geospatial data standards developed for
registry of physical assets, (2) data interoperability
for infrastructures that are at high risk of climate im-
pacts, and (3) increased investment or maintenance
funding for disruptive technology for applications
that support public asset governance, which may
foster reforms at the national level. Beneficiary cities
are expected to make use of digital geospatial data
concerning key public assets and infrastructure
investments (e.g., roads, flood protection).

« The technology pillar supports end-user platforms
and supporting data that underpin the use-case de-
liveries across the beneficiary provinces, by bringing
in domestic and international technology innova-
tion partners. Expected outputs/outcomes include
(1) tailored solutions developed or codeveloped by
these partners that are fit-for-purpose in terms of ca-
pabilities, complexity, and cost to the end users, (2)
refined cloud-based models, and (3) evidence-based
diagnostics to provide the basis for the use cases.

B. Implementation Progress and
Output Reporting

Activity highlights/key achievements over
the reporting period

Ho Chi Minh City

A new flood exposure reporting and online deci-
sion-making platform was developed and began op-
erating. There were 757 users and 940 flood reports as
of January 2023. The city’s Department of Construction
was institutionalizing the platform’s operational regu-
lations. A total of 17 training workshops were conducted
for 730 officers about the platform’s operation.
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Thua Thien Hue

The provincial People’s Committee on March 7, 2023,
gave approval to implementing the grant activities in
the province. A mission that month reached agreements
on three areas of digitizing government documents
for the construction sector, each of which will involve
support areasfuse cases, implementation arrangements,
and tentative time-bound work plans. The three areas
are (1) assistance in digitizing construction plans, (2)
consolidation of available databases and streamlining
processes for appraisal and disclosure of construction
plans, and (3) development of an application for issu-
ance of digital building permits based on a geographic
information system.

Da Nang

DT4PAG gained a high level of leadership commitment.
The World Bank provided Da Nang with ongoing tech-
nical assistance to implement its asset management
law and regulations. As part of this, the World Bank
worked toward creating an integrated public asset man-
agement plan for the city, focusing on fixed assets and
sectors relevant to optimizing asset use, maintenance,
revenues, and disaster risk insurance. The World Bank
reviewed 1,600 records of public assets identified by the
city, as well as piloted software, to propose ways that
Da Nang could develop an integrated digital registry
of public assets, including their geospatial coordinates.
The World Bank also conducted scoping missions to
explore potential use cases and assess their implemen-
tation readiness.

Capacity building activity across
cities/provinces via the Digital
Government Academy

Establishment of a Digital Government Academy is
central to DT4PAG’s success under the people pillar.
The academy would design the curriculum and provide
training in digital skills for government leaders and

key technical staff, as well as undertake the role of
a Center of Excellence in Vietnam. The World Bank
issued an Expression of Interest on March 28, 2023,
to select the vendor for the academy. Concurrently,
missions to Thua Thien Hue and Da Nang conducted
an initial assessment of local needs through discussions
with concerned stakeholders and a review of policy
documents. The World Bank also conducted a market
review of potential Centers of Excellence in Vietnam
and in other countries.

Looking ahead/plans for next period
Priority activities for the next reporting period include
the following:

1. Providing technical assistance to establish the Dig-
ital Government Academy and deliver a curriculum
on digital skills. This task will involve developing
the academy’s strategies and operations that will
lead it toward becoming a Center of Excellence.

2. Conducting business process and data mapping
related to agreed use cases in Thua Thien Hue, Ho
Chi Minh City, and Da Nang, to document workflows
related to processes and actors involved, data flows,
related regulations/policies, etc. This process map-
ping exercise will lay the foundation for developing
technological solutions in each jurisdiction.

3. Working with the Department of Information and
Communications and other concerned departments|
agencies to assess the suitability and sustainability
of existing platforms. Specific activities include the
following:

» InHo ChiMinh City, the project team will (1) ex-
plore public housing management applications
and/or building permits for the Department of
Information and Communications as potential
use cases; (2) assess business processes, user
needs, and data availability once use cases are
agreed upon; and (3) provide advice about the
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Department of Information and Communica-
tions’ construction management database and
its linkage to Ho Chi Minh City’s data strategy.

In Thua Thien Hue, the project team will (1)
work with the Department of Information and
Communications, concerned departments,
and the city-wide implementation task force
to agree on a specific, time-bound work plan;
(2) provide technical guidance on digitization
of construction planning documents; (3) assess
the suitability of existing data-sharing platforms
for construction-related data; and (4) conduct
business process mapping for building permits.

In Da Nang, the project team will further explore
the public housing management application as
a use case. Specifically, the team will (1) support

updates to the digital transformation plan and
implementation progress; (2) assess the datasets
available in Da Nang’s common data warehouse;
and (3) assess the readiness of information tech-
nology infrastructure, data-sharing protocols,
exchange processes, etc.

C. Changes to Grant Activity (budget,
activities, timeline, etc.)

The project’s original scope envisaged providing
technical assistance to five cities/provinces. Following
consultations with key stakeholders, this scope may
potentially be narrowed to focus on four jurisdictions
instead: Ho Chi Minh City, Thua Thien Hue, Da Nang,
and potentially, Can Tho. This more focused scope
would enable the project to concentrate resources in
a more targeted manner.
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Project Name: Foundational Accounting and
Financial Management Skills Enhancement
Program— FASE

Grant Account: TF073247

Task Team Leaders: Patrick Kabuya, Kolie Ousmane
Maurice Megnan

A. Project Objectives and Activity
Summary

The FASE project was designed to address the shortage
of foundational accounting skills in African countries,
as was shown in the Reports on the Observance of Stan-
dards and Codes in Accounting and Auditing assess-
ments. The development objective of this project is to
enhance foundational skills in accounting and financial
management, which will result in more accounting
technicians able to use their relevant skills, knowledge,
and competencies to support growth, accountability,
and efficiency in the public and private sectors. The
project includes four components.

 Component 1 aims to produce a study that ana-
lyzes the state of the accounting profession in the
five countries and recommends how to strengthen
accountancy qualifications in these countries.

» Component 2 aims to design accounting qual-
ification curricula, syllabi, and relevant training
materials. The activities are grouped into two
workstreams. Stream 1 involves (1) designing new
or revising existing accounting technician certifi-
cates in five countries (Burkina Faso, Cote D’Ivoire,
Morocco, Senegal, and Tunisia); (2) developing gov-
ernance models for training institutions; and (3)
developing a communications strategy for the five
beneficiary countries. Stream 2 involves designing
the Accounting Technician Qualification for Africa
(ATQA).

» Component 3 focuses on capacity building. The ac-
tivities are grouped into two workstreams. Stream 1
involves (1) developing capacity for implementation,
change management, and potential expansion of
the program in the five countries; and (2) develop-
ing guidelines on institutional policies, systems,
and capacity that are required to be in place in
professional accountancy organizations so that they
can effectively offer an accounting technician qual-
ification. Stream 2 seeks to (1) involve at least one
senior staff member of the Pan African Federation
of Accountants in the FASE project, and (2) design
an e-learning platform to benefit all countries, as
part of a recipient-executed grant.

e Component4 aims to (1) support the rollout of the
accounting technician qualifications in the five
countries, and (2) pilot the ATQA in three countries
through the recipient-executed grant, with the Pan
African Federation of Accountants serving as the
recipient executing agency.

B. Implementation Progress and
Output Reporting

Activity highlights/key achievements over
the reporting period

During the reporting period, the World Bank accom-
plished the following:

e Designed a new competency-based accounting
technician certificate program accessible to holders
of at least a Bac +3 (Baccalauréat and a three-year
university degree) for Burkina Faso, Morocco, Sen-
egal, and Tunisia.

« Finalizing learning materials for the designed tech-
nician qualifications in the four countries.

e Developed a roadmap to guide the Ministry of
Higher Education in Coéte D’Ivoire in strength-
ening its accountancy and finance degrees in
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institutions of higher learning (such as the Brevet
de Technicien Supérieur and Diplome Universitaire
de Technologie).

Reviewed and issued revised business model and
governance/institutional frameworks for the profes-
sional accountancy organization’s training institu-
tions in Burkina Faso and Codte D’Ivoire.

Developed competency-based ATQA curriculum,
syllabus, study material, and lecturers’ material. The
process involved consultation with various stake-
holders, including the International Federation of
Accountants, Pan African Federation of Accountants,
Accounting Technicians Scheme West Africa, and
other accounting professional bodies in Africa. The
team is accelerating the next phase of entering into
a recipient-executed trust fund arrangement with
the Pan African Federation of Accountants to roll
out ATQA in three countries.

In addition, the World Bank hosted two FASE events
during the reporting period:

In June 2022, 97 participants from the five countries
attended a virtual knowledge-sharing event. Attend-
ees discussed experiences and lessons about topics
including training arrangements and initiatives to
attract students to the courses.

In October 2022, 60 physical participants and 140
virtual participants from the five countries attended
the “Accounting Technicians - Catalysts for Acceler-
ating Economic and Inclusive Growth in the Econ-
omy” workshop in Casablanca, Morocco. Attendees
shared experiences of designing and implementing
accounting technician qualifications and learned
the roles of different stakeholders in the account-
ing technician value chain. Participants agreed

to help accelerate the implementation of the new
accounting technician programs by, for example,
ensuring that the programs are registered with
each country’s authorities to achieve recognition
and attract students, and by conducting marketing
campaigns to promote the programs to prospective
students, their parents, and employers.

Looking ahead/plans for next period
Priority activities for the next reporting period included
the following:

« Finalizing the development of accounting learning
materials in Burkina Faso, Morocco, Senegal, and
Tunisia

e Preparing a roadmap to pilot ATQA in three coun-
tries: Angola, Mozambique, and South Sudan (In
Cote D’Ivoire, the government will develop its own
revised accounting curriculum and learning mate-
rials, following a roadmap prepared by FASE.)

e Finalizing the recipient-executed trust fund ar-
rangement with the Pan African Federation of
Accountants to facilitate the piloting of ATQA in
three countries

Planned events included (1) an accounting technician
session to be held during the Africa Congress of Accoun-
tants in Abidjan, Cote D’Ivoire, on May 14, 2023; and (2)
a training of trainers for the new ATQA in Burkina Faso,
Cote D’lvoire, Senegal, and Tunisia, by December 2023.

C. Changes to Grant Activity (budget,
activities, timeline, etc.)

The project experienced challenges that delayed the ini-
tiation of the recipient-executed grant to roll out ATQA.
The new implementation timeline is FY2024-FY2025.
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Project Name: Lao PDR Third Programmatic
Public Financial Management Reform Program

Grant Account: TFOB6790, TFOB6791, TFOB6792,
TFOB6793, TFOB8658

Task Team Leaders: Elena Georgieva Georgie-
va-Andonovska, Maxwell Bruku Dapaah, Viengmala
Phomsengsavanh

A. Project Objectives and Activity
Summary

The development objective is to provide technical assis-
tance and advisory services to the Government of Lao
PDR to improve public expenditure and revenue man-
agement, public procurement, and human resources
management. The project includes five components.

e Component 1 aims to improve budget preparation,
public expenditure management, and oversight. It
involves providing technical assistance and advisory
services for: (1) budget planning and preparation,
including gender budgeting; (2) strengthening of
public expenditure management in sectors; (3)
strengthening of transparency, accountability, and
oversight; (4) implementation of a new financial
management information system, treasury reforms,
and debt management; and (5) strengthening of
SOE governance.

e Component 2 seeks to improve revenue manage-
ment by strengthening tax policy and legislation
and modernizing tax administration, in line with
the recently approved Tax Administration Reform
Plan 2021-2025.

e Component 3 aims to strengthen public procure-
ment by supporting capacity building and improv-
ing the professionalism of procurement staff and the
government’s transition to e-procurement.

o Component 4 seeks to modernize human resources
management in the civil service. It involves sup-
port for the following tasks: (1) introduction of a
personnel management information system, (2)
preparation and implementation of a civil service
strategy, and (3) strengthening of civil service ethics
and professionalism.

o Component 5 supports the preparation of analytics
and delivery of just-in-time support.

B. Implementation Progress and
Output Reporting

Activity highlights/key achievements over
the reporting period

Component 1: Budget preparation, public
expenditure management, and oversight

1.1 Budget planning and preparation, gender
budgeting

e Organized three workshops focused on gender and
(1) tax (March 2022); (2) public procurement (July
2022); and (3) the management of SOEs (March 2023).

e State Budget Department piloted medium-term bud-
get plans with two ministries: the Ministry of Educa-
tion and Sports and the Ministry of Public Works and
Transport (May 2022). The department also launched
the use of project-prepared annual budget planning
templates with eight line ministries.

» Trained staff from the Ministry of Finance and Min-
istry of Planning and Investment on medium-term
budget plans and the preparation of a State Budget
Policy Statement (February 2023).

1.2 Public expenditure management in sectors

e Conducted data collection for the education sector
Public Expenditure and Institutional Review and
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FinEd studies (August 2022) and presented draft
report findings (January 2023).

1.3 Transparency, accountability, oversight

e Organized a session for the National Assembly on
tax measures for economic recovery (April 2022).

1.4 Government Financial Information System+/
financial managementinformation systems, trea-
sury reforms, debt management

e Provided technical support (February 2023) to revise
the chart of accounts and its piloting in the up-
graded Government Financial Information System
Plus. Significant progress was made in finalizing six
of the seven segments of the new chart of accounts.

1.5 SOE governance

e Finalized the report assessing the corporate gover-
nance and fiscal risks of Lao Airlines and presented
it to the airline’s management, Ministry of Finance,
and Ministry of Public Works and Transport (Sep-
tember 2022).

e Launched technical assistance for the Department
of SOE Reforms through a senior SOE advisor hired by
the project. The first mission took place in January
2023, to understand the context and agree on areas
of support, as well as to collect data to inform a
chapter on SOEs in a public expenditure review
prepared by the World Bank.

e [nitiated procurement of a company to conduct
a horizontal review of SOEs using the Integrated
State-Owned Enterprises Framework.

e Kicked off the support on International Financial
Reporting Standards (IFRS). Ernst & Young Vietnam
and Lao PDR are implementing this subproject.
Training for preparers started in December 2022

and is ongoing. A gap analysis of the knowledge
and understanding of IFRS was performed at the
beginning to inform the preparation and design
of the training.

Component 2: Improvement of revenue
management

e Provided technical assistance to the Ministry of
Finance drafting team and delivered a workshop
about a value-added tax for e-commerce in Lao PDR
(November 2022). The workshop was co-chaired by
the vice minister of finance, World Bank country
manager, and DFAT ambassador.

» Provided virtual and in-person training and advice
on transfer pricing (May-Sept 2022), developed a
transfer pricing roadmap (May 2022), and provided
support to draft transfer pricing regulations (Sep-
tember 2022).

e Ministry of Finance approved the use of risk-based
audits for tax audits in June 2022, following continu-
ous project assistance. A manual was prepared and
is pending approval.

e Provided the Ministry of Finance with technical
assistance to draft a new property tax law (January
2023).

Component 3: Strengthening of public
procurement

» Delivered virtual and in-person training on the new
procurement complaint mechanism (August 2022).

e Provided technical assistance about uploading
public procurement information (procurement
plans, contract opportunities, and awards) on the
new public procurement website. This support was
ongoing.
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e Partnered with the German development agency,
Deutsche Gesellschaft fur Internationale Zusam-
menarbeit GmbH (GIZ) on introducing green pro-
curement approaches in Lao PDR.

e Provided capacity-building support for framework
agreements (August 2022).

e Completed an electronic tool to facilitate the use
of framework agreements and provided training
on how to use it.

e Completed the terms of reference to conduct a
readiness assessment of e-procurement.

Component 4: Modernization of human
resources managementin the civil service

e Presented the findings and recommendations of an
assessment of the Personnel Management Informa-
tion System, along with a list of possible upgrades
to the system (October 2022).

e Delivered a workshop on international lessons

Conducted a qualitative community-level survey to
understand the economic and social impact of the
various shocks experienced by the Lao economy
(COVID-19, inflation) on rural livelihoods. From May
to July 2022, 139 key informants across 70 villages in
six provinces were interviewed, and in November
2022, 20 follow-up interviews were administered to
collect more information, especially on the impact
of inflation. The survey fieldwork was implemented
by Indochina Research (Lao PDR). All interviews
were conducted by phone. A summary of the survey
findings was prepared, and the team is discussing
dissemination options.

Initiated discussions to update Lao PDR’s Public
Expenditure and Financial Accountability scores,
based on a desk review.

Convened the first meeting of the technical working
committee (November 2022). The meeting was co-
chaired by the vice minister of finance, World Bank
country manager, and DFAT ambassador. The next
committee meeting was planned for May 2023.

learned from implementation of human resources
management information systems (October 2022).

Began development of a conceptual framework
for a human resources management information
system, in view of the government’s plans to ac-
quire this type of system to replace the Personnel
Management Information System.

Looking ahead/plans for next period
Priority activities for the next reporting period include
the following:

e Initiating analytical work aimed at generating a
better understanding of corruption in Lao PDR.

¢ Conducting a repeat Public Expenditure and Finan-
cial Accountability assessment.

Component 5: Project implementation,
analytics, and just-in-time support

e Conducted a household welfare monitoring survey
(December 2022 to January 2023) and prepared a
brief for publication on the World Bank’s website.

Finalizing the Public Expenditure and Institutional
Review of the education sector.

Delivering technical assistance to advance SOE
reforms.
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C. Donor Coordination

The World Bank is working in close collaboration with
other donors and complementing their activities. The
technical coordination committee has created a useful
platform for sharing the support agendas of the vari-
ous development partners and has fostered dialogue
to avoid overlaps and duplication in supporting the

Ministry of Finance’s reform implementation. Donors
that are actively supporting PFM in Lao PDR include
the International Monetary Fund (IMF), Asian Develop-
ment Bank (ADB), European Union, Japan International
Cooperation Agency (JICA), GIZ, Swiss Development
Corporation (SDC), DFAT, Lao Australia Institute, and
the UN Community Development Fund.

Table 6. Overview of Donor-Supported Public Financial Management Activities

in Lao PDR

Area of support

Budget preparation processes

Donor(s)

World Bank/EU/DFAT

Chart of accounts update

World Bank/EU/DFAT jointly with IMF; UN Community
Development Fund

Medium-term expenditure framework ADB

Budget execution processes World Bank/EU/DFAT
Financial management information systems World Bank
International Public Sector Accounting Standards IMF

implementation

International Financial Reporting Standards World Bank

implementation

Debt management

World Bank/EU/DFAT; IMF; JICA; ADB

Public procurement

World Bank/EU/DFAT; GIZ

Public investment management

JICA

Decentralization/subnational finance

ADB; SDC

Tax policy

IMF; World Bank/EU/DFAT

Tax administration

World Bank/EU/DFAT; IMF; Export-lmport Bank of Korea

Civil service / human resource management

World Bank/EU/DFAT, Lao Australia Institute

Citizen engagement

GIZ/EU/SDC (joint program)

Support to National Assembly

GIZ/EU/SDC (joint program); World Bank/EU/DFAT

Support to State Audit Organization

GIZ/EU/SDC (joint program); World Bank/EU/DFAT

Support to SOE reforms

World Bank/EU/DFAT

PFMin the education sector

World Bank/EU/DFAT; EU

Gender in PFM

World Bank/EU/DFAT
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Appendix 2. Selection Criteria for Fiscal Year 2023 Call for Proposals

Selection Criteria for Fiscal Year 2023 Call for Proposals

In reviewing proposals, the FMUP's program management team assigned the highest priority to
initiatives that would directly achieve the program'’s outcome-level objectives for strategic areas
of interest. In addition, the team used the following selection criteria:

Technical quality of the proposal, including selectivity,
degree of realism, team composition, and risk mitigation
measures

National interest and clear demand/commitment

of authorities and/or project counterparts, and sufficient
absorptive capacity of governments to advance the resulting
reforms

Relevance to Country Partnership Frameworks, Systematic
Country Diagnostics, World Bank Group corporate targets, and
program-related diagnostics

Potential for leveraging through scalable World Bank
Group operations

Estimated impact of the proposed work on the client, vis-
a-vis the program'’s results framework

Additionality/added value that would resultin a
transformational (not marginal) change to existing country
engagements that are funded by both the World Bank Group
and other donors
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Appendix 3. Financial Highlights

Donors had committed a total of $39.4 million to the
FMUP, across the anchor multi-donor trust fund (MDTE)
and the two associated trust funds, at the end of the
reporting period. Total disbursements and commitments
across all trust funds was $5.1 million as of April 30, 2023.
In addition, the selection of new grants from the first call
for proposals was ongoing as this report was prepared.
Once the finalists were chosen, it was expected that

new grants with a combined value of $8 million would
be activated and start disbursing. Additional funding
of CHF 14 million was planned for the SECO-associated
single donor trust fund. New partners in various stages
of discussion and finalization of agreements included
USAID and the European Commission.

The financial results are unaudited and expressed
in US dollars.

Table 7. Pledged Contribution Details, by Donor

Date of inception to April 30, 2023

Australia’'s Department of Foreign Affairs and Trade AUD 10,000,000 $6,620,000
Billand Melinda Gates Foundation US$ 1,600,000 $1,600,000
Swedish International Development Cooperation Agency | SEK 45,000,000 $4,238,000
Swiss State Secretariat for Economic Affairs CHF 18,650,000 $20,692,000
Total (anchor MDTF) $33,150,000
Austria EUR 3,000,000 $3,233,000
Swiss State Secretariat for Economic Affairs US$ 3,000,000 $3,000,000
Total (associated trust funds) $6,233,000

Grand Total $39,383,000

Table 8. Contribution Paid-in Details, by Donor

Date of inception to April 30, 2023

Australia’'s Department of Foreign Affairs and Trade AUD 7,200,000 $5,389,000
Bill and Melinda Gates Foundation US$ 1,200,000 $1,200,000
Swedish International Development Cooperation Agency | SEK 15,000,000 $1,737,000
Swiss State Secretariat for Economic Affairs CHF 11,650,000 $11,609,000
Total (@anchor MDTF) $19,935,000
Austria EUR 3,000,000 $3,422,000
Swiss State Secretariat for Economic Affairs US$ 1,000,000 $1,000,000
Total (associated trust funds) $4,422,000

Grand Total $24,357,000
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Table 9. Summary of Receipts
As of April 30, 2023

Receipts Date of inception to April 30, 2023
Cash contributions paid-in $24,357,000
Investmentincome ‘ $627,000

Table 10. Estimated Disbursements
Date of inception to April 30, 2023

FMUP modules Allocations Amounts disbursed

Inception to May 1, 2022, Inception to

April 30, 2023 to April 30, 2023 April 30, 2023
Module 1: Managing Public Finances $6,220,000 $1,922,000 $2,144,000
Module 2: Financial Reporting and Auditing $0 $0 $0
Module 3: Public-Private Sector Interface $4,016,000 $1,451,000 $2,623,000
Cross-cutting issues $130,000 $12,000 $12,000
Program management and administration $730,000 $229,000 $322,012

$11,096,000 $3,613,303 $5,100,913
Costrecovery fees $324,106

Endnotes

1  Public Expenditure and Financial Accountability Secretariat (2016).

en/099720006232225578pdf/P175467091ace205b0ba840678d6200174e.pdf.
3 DFI, 2021 Trust Fund Annual Report.
All dollar amounts are US dollars unless otherwise indicated.
5 The program initially short-listed 35 proposals, but two applications were withdrawn.
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