




Attachment 

 
Trust Fund Objectives and Activities 

35. * Summarize the Trust Fund development objectives 

  

This South-East Europe Public-Private Financial Sector Dialogue Program ("Convergence") will contribute to the 
emergence of public-private consultation fora on financial sector development issues in the South-Eastern European 
region. Such fora could greatly enhance financial sector development and thus accelerate growth if they will start 
basing their deliberations on rigorous quantification of the expected increase in financial intermediation volumes, 
pursuant to “regulatory impact assessment” techniques that Convergence will help promote.  

36. * Key performance indicators 

  

The activities will be assessed in terms of their contribution to the development objective as stated in para 35. 
Projects undertaken as part of this program will need to lead to (a) increased understanding of financial sector policy 
micro-issues by both public authorities and market participant communities; (b) preparation of proposed policy 
changes, supported by an estimated impact on increasing financial sector intermediation; (c) successful 
promulgation of regulatory changes as recommended through this process; (d) requests for follow-up activities 
responding to the findings of policy analysis, outreach activities and seminars; (e) increased regional liaison and 
coordination in regulatory development to prepare for eventual EU membership.  

37. * Strategic context (CAS, Strategy Paper etc.) 

  

The functional strategic context is provided by the PSD Investment Climate strategy (SECM2004-0400 as well as the 
regional strategic context provided by the February 2004 Regional Framework Paper for World Bank Group activities 
in South Eastern Europe (SECM2004-0131). The regional strategy places a high importance on private sector 
development and SME support through effective financial intermediation which will benefit from the participatory 
approach supported through the proposed approach and activities. The output of the fora would also inform 
individual CASs and future financial sector lending and analytical work to identify reforms that would increase the 
efficiency and market-friendliness of financial intermediation in the respective countries of the region.  
 

38. * Describe major risks vis-a-vis realization of TF development objectives (e.g. institutional,political, economic, 
technical) and indicate what measures are being taken into mitigate the risks 

 

Institution-building work in the Balkans has its own specific challenges that have been well documented. To mitigate 
against performance failure risks, experts/advisors would be selected based on their critical expertise of local 
regulatory/market situations and professional and personal standing within the countries of operations. The work 
would also be carried out in close coordination with IFC, EBRD, the ECA region and the European Commission. 
Program-specific risks include (a) the intrinsic difficulty to establish an ongoing constructive and responsible dialogue 
between authorities and market participants, (b) the possible lack of coordinated engagement of market participants 
through legitimately representative associations; (c) the lack of available data to document the market size impact 
of proposed regulatory changes. The standing and experience of experts/advisors (especially those entrusted with 
high-level dialogue/liaison tasks) will mitigate the former two risks. The micro-economists that will be engaged to 
conduct the regulatory impact assessment activities will need to demonstrate familiarity with building adequate data 
collection capabilities for micro-structural issues.  
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