Capacity Building Needs:
Responses from the World Bank
Group
Carlos A. Primo Braga
Director, Economic Policy and Debt Department
The World Bank

OECD
November 2009

Outline
1. Why strengthening debt management?
2. What does the World Bank offer?
3. The World Bank’s assistance with a focus on Low Income
Countries, under the Debt Management Facility
4. The World Bank’s assistance with a focus on Middle
Income Countries
5. IFC’s assistance
6. Going forward

1. Why Strengthening Debt Management?
Development needs of developing countries are large
How to finance these needs at an acceptable cost with a prudent degree of risk,
especially at a time when conditions in financial markets are severely constrained?

Domestic debt markets are often shallow in developing countries
How can potential benefits from developing domestic markets be exploited?

Many governments strengthened their balance sheets over the past decade
How to protect these sounder public debt structures and avoid exacerbating the
crisis?

After debt relief under the HIPC Initiative and MDRI, developing countries
attracted new creditors and reached new markets
How to build debt management capacity needed to manage new risks?

Improved debt management practices:
Help to address these questions; Contribute to macroeconomic stability; Facilitate
maintaining debt sustainability; Protect government’s reputation; Have become
even more critical in view of the implications of the financial crisis.

2. What does the WBG offer?
Economic Policy and Debt Department, the Treasury, and the Securities Markets Group
of the Global Capital Markets Development Department offer a wide range of debt
management advice and support
Diagnostic tools for public debt management assessment and debt market development
Advisory services grounded on international sound practices & expertise in the areas of:







Governance
Debt strategy design and risk management
Debt sustainability analysis
Capital market access strategy and implementation
Domestic government debt market development
Design of sequenced reform plans

Global public goods: Debt Management Performance Assessment (DeMPA) tool; Medium
Term Debt Management Strategy (MTDS) toolkit; Debt Sustainability Framework (DSF)
for Low Income Countries (LICs); publications on international sound practices
Other services: Training, outreach events, including conferences & seminars

3. WB’s Assistance with a
Focus on LICs

WB’s Assistance under
the Debt Management Facility (DMF)
The Debt Management Facility (DMF) is a multi-donor trust fund (so far
involving Austria, Belgium, Canada, The Netherlands, Norway, and
Switzerland) that:
 provides grant-based technical assistance (over an initial 4-year operational
period)
 with a view to strengthen debt management capacity and institutions
 via the supply of global public goods and the delivery of technical assistance,
while facilitating knowledge sharing and coordination among debt
management providers

The DMF focuses on low-income countries, is demand-driven, and most
DMF-financed activities are carried out with our Implementing
Partners, including CEMLA, Commonwealth Secretariat, DRI, DMFAS
Programme of UNCTAD, MEFMI, Pôle Dette and WAIFEM

DMF Activities
DMF finances technical assistance to strengthen debt management
capacity and institutions through:
 Systematic application of the Debt Management Performance
Assessment(DeMPA)
 Medium-term debt management strategies (MTDS), developed in
partnership with the IMF
 Design of reform programs
 Training of regional debt management providers and country authorities
 Knowledge sharing and peer learning initiatives, such as the Debt
Management Practitioners’ Program and the Debt Managers Network
Analytical work and development
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What is the Debt Management Performance
Assessment (DeMPA)?
 DeMPA is a methodology for assessing public debt management performance through a
comprehensive set of performance indicators spanning the full range of government debt
management functions
 It is firmly grounded in the Public Expenditure and Financial Accountability (PEFA)
methodology and offers a “drill down” on debt management
 It may be applied in all developing countries

 Covers all Central Government DeM and connected activities
 Flexible application in sub-national context
 Scoring methodology: quantifiable scores (A to D), where
 Minimum requirement = Score C
 Important for effective debt management

 Absence of minimum requirement = Score D
 Signals an area of priority attention

 Sound practice = Score A (B intermediate for more granularity)
 Not rated – if process/system does not exist (e.g., derivatives)
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DeMPA
Objective
• Assess public debt
management
performance capacity
• Monitor performance

• Design reform program
• Donor harmonization

Methodology
coverage
• 15 Performance
Indicators (PI)

Implementation
• Assessment missions
• Performance Report

• 35 Dimensions
• No conditionality
• Covers six core DM
functions

• Report release at the
authorities’ discretion
• Demand-driven

DeMPA implementation to date:
38 missions of which 9 under the DMF
FY08 (13)

FY09 (14)

FY10 (6)

Cote d’Ivoire*

Senegal*

Burkina Faso*

Antigua & Barbuda

Guinea Bissau*

CAR*

Grenada

Liberia*

Ghana

Congo, DR*

Malawi (2nd DEMPA)*

Mali*

Burundi*

Sierra Leone*

Mozambique

Uganda*

Togo

ST Kitts & Nevis

Maldives*
Cambodia*

Sao Tome & Principe

Solomon Islands*

Swaziland

Cape Verde

FY10 Pipeline

The Gambia (Pilot)

Zambia

Cameroon*

The Gambia (2nd DEMPA)

Malawi (Pilot)

Bangladesh

Congo, Republic of

Samoa

Albania (Pilot)

Honduras*

Guinea*

Haiti

Guyana (Pilot)

Moldova

Nigeria*

Pakistan

FY07` (5)
Pilots

Mongolia
Nicaragua (Pilot)
Rwanda*
* Missions undertaken in collaboration with DMF Implementing Partner(s).

Ethiopia

Preliminary Results Based on 31 DeMPAs
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What is the MTDS?
• MTDS developed and being implemented jointly with the
International Monetary Fund
• MTDS focuses on developing a financing strategy over the
medium-term planning horizon of the government (usually
3-5 years), consistent with macro-economic settings and
related debt objectives

• The MTDS defines
– desired public debt composition and
– a plan to achieve this composition
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MTDS*
Objective

Methodology

Implementation

• Provides guidance on the
process for developing a
plan that the government
intends to implement
over the medium-term to
achieve a desired
composition of
government debt
portfolio

• Guidance Note provides
practical guidance on the
process of developing an
MTDS.

• Implementation mission
plus training follow-up
missions

• Evaluates the cost-risk
tradeoffs associated
with different strategies

• The Analytical Tool (AT)
provides a cost-risk
framework to guide the
MTDS decision-making
process.
• A Handbook explains the
use of the AT.

*Developed and implemented in partnership with the IMF

• Report release at
authorities’ discretion
• Demand driven

Designing an MTDS
1.
2.
3.
4.

Identify the objectives for public debt management and scope of the MTDS
Identify the current debt management strategy and analyze cost and risk of the existing debt
Identify and analyze potential funding sources, including cost and risk characteristics
Identify baseline projections and risks in key policy areas — fiscal, monetary, external and
market
5.
Review key longer-term structural factors
6.
Identify the cost-risk tradeoffs, rank alternative strategies
7.
Review implications of candidate strategies with fiscal and monetary policy authorities, and
for market conditions
8.
Submit and secure agreement on the MTDS
Points to keep in mind:
 The MTDS should not be approached as the sole basis for decision-making, rather it is a
supplement to experience, sound judgment, etc. – providing additional foundation for making
better informed choices. In short, it helps strengthen the framework for decision-making.
 A scenario analysis model will not provide an “optimal” debt portfolio, but provides information
that will allow cost-risk comparisons, and increases knowledge of the options and constraints
facing the debt manager
 Working with risk models requires a considerable investment in resources, and model
development is an ongoing process
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The MTDS implementation to date:
9 missions, of which 4 under the DMF
FY10
Cape Verde*
Zambia*
Moldova (Follow-up)*

FY10 (Pipeline)
Tanzania
Tanzania
Malawi

FY08 (4)
Bangladesh (P)

Nigeria

FY09 (2)

Cameroon (Follow-up)

Ghana (P)

Kenya*

Nicaragua (P)

Moldova (P)

Bangladesh (Follow-up)
Nicaragua (Follow-up)

Cameroon (P)

* Missions undertaken in collaboration with DMF Implementing Partner(s).

Ghana (Follow-up)

Reform Plans
Objective
• Strengthen public debt
management
performance capacity, by
preparing countryspecific, detailed, and
sequenced plans

Methodology
• Build upon DeMPA
results
• Depend on the priorities
articulated by the
authorities and the
ground-level assessment
• Focus on governance and
institutional
arrangements, staff
capacity, cash
management,
operational risk
management
• Could be tailored to
include additional
aspects of DeM

Implementation
• Reform plan missions
• Develop a log-frame
analysis with a detailed
Activity *Output*
Sequence*Costing and
Outcome Matrix
• Demand-driven

Reform Plan implementation to date:
5 countries, of which 2 under the DMF

FY10 (1)
Bangladesh*

FY09 (4)
Albania
Ghana

FY10 (Pipeline)
The Gambia

Andhra Pradesh

Solomon Islands

Congo, Republic of

Cameroon

* Missions undertaken in collaboration with DMF Implementing Partner(s).

Knowledge Products (PRMED and DMF)
• Publishes original analysis, most recently Debt Relief and
Beyond: Lessons Learned Challenges Ahead
• Leads a comprehensive training program and conferences
– Demand-driven training on DeMPA, Reform Plan, and MTDS
– Workshops and conferences
• October 2008 “Debt Relief and Beyond”

• Upcoming: March 2010 in Tunis, “Sovereign Debt and
the Financial Crisis: Will This Time be Different?”

Capacity Building
Training
• Comprehensive, demand-driven
• Covers DeMPA, Reform Plan, and MTDS
• For government officials and DeM TA providers
• About 8 training events this fiscal year
Debt Managers’ Practitioners Program
• Twofold objectives: To foster exchange of knowledge, techniques
and skills and to strengthen voice of partner countries
• Two debt managers from Bhutan and Uzbekistan in residence with
PRMED for 6 months from January to July 2010, working on debt
management products and activities
• Thereafter three debt managers per year each for 3 months

Coordination and Information Sharing
• Missions and training events are undertaken jointly with Implementing
Partners
• Development of a Debt Managers’ Network

• Organization of an Annual Stakeholders’ Forum
• Collaborative development of public goods, e.g. sub-national DeMPA
• Dissemination of relevant analytical work such as the upcoming book
on “Sovereign Debt and the Financial Crisis: Will This Time be
Different?”

4. WB’s Assistance with a
Focus on MICs

Areas of Advisory Engagements
The World Bank provides support to individual countries through advisory
engagements that are customized to specific needs, typically in the areas of:
 Governance: including the legal framework, institutional arrangements,
reporting and transparency
 Debt management strategy and risk management: determining the
composition of public debt
 Capacity and management of internal operations: skill mix of staff,
processes and procedures, and systems
 Coordination with cash management, macroeconomic policy, and debt market
development
 Debt management strategy implementation and access to the capital and
derivatives markets (with input from Treasury staff responsible for managing
the World Bank’s balance sheet)
 Regulatory frameworks for subnational borrowing and debt management and
subnational debt sustainability (also available for LICs)

Engagements for Sovereigns
Worked with over 40 countries to support the reform process through:
Needs Assessment
Comprehensive analysis of the current public debt management operation with
recommendations for reform:
– Includes analysis of linkages to macroeconomic policy and cash management
– Could include evaluation of domestic debt market development

Reform Plan
Detailed and sequenced reform plan addressing weaknesses identified in the needs
assessment:
– Includes expected outputs and outcomes, specific actions, sequencing and milestones,
budgeting and resourcing
– May be used to seek support from other partners

Reform Implementation
– Usually in conjunction with development partners and consultants
– WB (PDM group) plays a key role in strategic oversight and ensuring quality control
– In cases, directly responsible for implementation

World Bank Treasury Capacity-building Activities: mix of
countries
The Treasury has worked with over 40 countries across all
regions of the world

Note: Blend countries are those eligible for both concessional and non-concessional World Bank
financing. Other countries include non World Bank-borrowing countries.
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Knowledge Products
• Publishes original analysis
• Leads a comprehensive training and conference program
– Debt Management Forum (Bi-annual)
– Workshops on Debt Strategy Design and Debt Strategy Implementation
(multi-country and tailored to specific countries)

• Collaborates with the teams within and outside the Bank to support
capacity-building programs

5. IFC: An Example of Advisory Services (ESMID)
• Efficient Securities Market Institution Development (East
Africa and Nigeria) -- A comprehensive and integrated
approach to developing local bond markets
• 3 year, $5.5 million comprehensive program funded by SIDA,
with advisory-investment linkages
• Special focus on long-term funding for critical sectors,
including housing and infrastructure
• Transaction support component acts as catalyst and
validates success in enabling environment work
• Sub-regional program for East Africa (Kenya, Rwanda,
Tanzania, Uganda), to foster a regional market that can be
accessed by smaller IDA countries
• And a country program for Nigeria given its size and its
developmental needs
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ESMID-Africa
Advice on Legal and
Regulatory Framework
• Improve approval
process
• Reduce costs
• Framework for new
products
Capacity Building
• Certification/Licensing
• Training
• Develop regional
provider

Strengthening Market
Infrastructure
• Market Structure
• Clearing & Settlement
• Transparency &
Information
Dissemination

Transactions
Support
• Active support to
issuers and
intermediaries for
replicable
transactions
• Introduce new &
innovative
products

Regionalization
• Broadening & deepening
markets
• Minimum common
standards
• Consolidated
infrastructure
• Cross border issues
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6. Going Forward
Low-income countries
– Under the DMF, the Bank’s debt management work program for low-income countries has
been scaled up to apply per year: MTDS in up to six new countries; Reform Plans in up to
six new countries; DeMPAs in up to 20 new countries
– More training activities on DMF related activities will be provided
– Implementation of the DeM Practitioner’s program and the Network for Debt Managers
– ESMID implementation

Middle-income countries
– Work program for middle-income countries will continue at full strength
– In the near term, governments are likely to put priority on assistance in responding to the
crisis environment: Accessing international markets and further developing domestic
markets; Scaling up operations to manage growing debt stocks and contingent liabilities
Staying on track to achieving preferred portfolio compositions, despite a more difficult
environment for strategy implementation

All countries
– Development of global public goods, knowledge products and tools continue

Thank You

For more information:
http://www.worldbank.org/debt
http://treasury.worldbank.org/bdm/htm/advisory_services.html
http://www.ifc.org
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