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1.  Introduction

Over the last decade, Official Development Assistance has witnessed massive growth in earmarked voluntary

contributions to multilateral agencies. These contributions are different from multilateral aid, which involves

pooling  of  sovereign  donor  contributions  and  disbursement  of  funds  at  the  discretion  of  multilateral

governing bodies and their secretariats. Unlike multilateral aid, earmarked voluntary contributions finance

specific  development  priorities  and  require  separate  accountability  structures.  I  use  the  term  multi-bi

financing to refer to these contributions. Multi-bi financing, channeled to multilateral agencies through trust

funds,  can  be  provided  by  sovereign  donors,  multilateral  donors  and  global  funds,  and  private  actors

(Reinsberg, Michaelowa, and Eichenauer, 2015). 

The  growth  of  multi-bi  financing  may  have  substantive  repercussions  for  the  multilateral  development

system. It may increase competition among multilateral agencies, leading to duplication, fragmentation, and

overall  complexity.  Multi-bi  financing  may  distort  program  priorities  in  favor  of  activities  that  are  more

popular with donors rather than beneficiaries. It may also place an additional burden on multilateral agencies

due  to  separate  fund-keeping,  additional  reporting,  and  additional  fiduciary  controls.  Finally,  multi-bi

financing  jeopardizes  the budget  autonomy  of  multilateral  agencies  due to its  lower predictability  and its

alleged failure to cover its true maintenance costs (The 1818 Society 2012; UN 2012; Graham 2015). 

In sum, by encroaching  upon the operations of  multilateral  agencies,  multi-bi  financing may have serious

implications on development effectiveness.  In this paper,  I therefore assess their empirical validity for the

case of the World Bank. Following a brief overview of the organizational background (section 2), I summarize

the seven most widespread hypotheses on the implications of multi-bi financing from the available literature

(section 3), present the empirical approach and the results of my analysis (section 4), before the final section

synthesizes the findings and discusses their implications in a more general context (section 5).

2.  The organizational context of trust funds at the World Bank

For the purpose of my study, the World Bank consists of two branches,  namely the International  Bank for

Reconstruction and Development (IBRD) and the International Development Association (IDA) that channel

resources for development through the public sector with the aims of “eradicat[ing] extreme poverty” and

“boost[ing] shared prosperity” (World Bank, 2014).

2.1.  Organizational structure of the World Bank

As many other  multilateral  agencies,  World Bank policies  are determined by the  priorities  of its  member

states, which are represented at the Board of Governors and the Board of Executive Directors, and by the day-

to-day activities of the World Bank bureaucracy. 

The World  Bank bureaucracy  consists  of  three types  of  organizational  units.  First,  central  units provide

corporate services in legal affairs, accounting, controlling, and external relations. Second, the six regional vice

presidencies consist of country managing units, which maintain the relationship with beneficiary countries.

Third, the five network vice presidencies address sectors and themes cutting across countries and regions,

such  as  education,  energy,  environment,  finance,  governance,  health,  private  sector  development,
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transportation,  or  trade.  Each  vice  presidency  has  a designated  Trust  Fund Coordinator,  who acts  as  a

broker between trust fund managers and the task teams supported through trust fund grants.

The World Bank abolished the matrix structure as of FY14 (The fiscal year FY14 dates from July 1, 2013 until

June 30, 2014). For analytical purposes, however, the distinction makes sense because most trust funds are

controlled by the (former) network units while being implemented by the (former) regional units. In addition,

concerned staff members indicated that the organizational reform would not have any significant impact with

respect to trust funds. 

 

2.2.  Trust funds

Multi-bi  financing  usually  takes  the  legal  form  of  trust  funds.  Trust  funds  are  financial  vehicles  without

independent legal personality, created by an administrative agreement between donor(s) and a multilateral

trustee.  Donors  maintain  effective  control  over  trust  funds,  which  are  not  commingled  with  the  general

resources of multilateral agencies (Droesse, 2011, p.113). Multilateral agencies can freely establish trust funds

under their own institutional law. Trust funds do not typically require approval in the formal governing body,

and decision-making procedures and internal  accountability mechanisms may be different  as compared to

core funding (Droesse, 2011, p.114; Bantekas, 2012, p.103; McKeehan, 2012, p.3).

The World Bank does not implement all of the trust funds held in its portfolio.  For financial  intermediary

funds (FIFs), the World Bank only serves as financial agent. For IBRD/IDA trust funds (and IFC trust funds),

the  Bank  assumes  the  role  of  an  administrator  (World  Bank,  2012,  p.6).  These  trust  funds  can support

recipient-executed activities, similar to IBRD/IDA projects, but they may also support Bank operations similar

to Bank budget. Trust funds also differ in their governance structure, the number of supporting donors, and

whether or not the donor specifies upfront the specific projects supported through the trust fund – though

these features are obviously related (see also, Hermann, Kükenshöner, Reinsberg, and Tesfaye, 2014).

Given  the  relative  ease  with  which  trust  funds  are  established  and  their  various  uses  for  World  Bank

operations,  it does not seem surprising that they have massively proliferated over the last two decades. The

World Bank currently manages over 700 IBRD/IDA trust funds (almost half of which being single-donor trust

funds), receiving annual donor contributions of roughly USD 4 billion. Trust funds have become a significant

source of funding, supporting ten percent of country operations and nearly a quarter of global  knowledge

work and other non-lending activities (World Bank, 2013, p.25-28).

3.  Hypotheses

The tremendous growth of multi-bi financing at multilateral agencies mirrors the system-wide proliferation of

“multi-actor funds” (Heimans, 2004). These funds, sometimes called “pass-through multilaterals” (Reinsberg,

Michaelowa, and Eichenauer, 2015), mobilize resources for specific themes but channel them to traditional

multilateral agencies for implementation (Panneels and Beringhs, 2005; Isenman and Shakow, 2010; Smyth,

2011). For example, the Global Fund to Fight Aids, Tuberculosis, and Malaria has cooperation agreements with

the World Health Organization and the World Bank for program implementation (Sridhar and Woods, 2013).

Despite their undisputed benefits, the rise of global funds has rendered the multilateral system increasingly

complex, creating duplication of efforts, lack of oversight, and costs of coordination, and hence raising issues
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about effectiveness, legitimacy, and sustainability (Forman and Segaar, 2006; Kharas and Linn, 2008; Isenman

and Shakow, 2010; OECD, 2011; Browne and Weiss, 2012). 

The pass-through multilaterals almost exclusively channel their resources through trust funds at multilateral

agencies. However, despite the growing significance of global funds as new donors in their own right, most

trust  funds at  multilateral  agencies  are funded by bilateral  donors.  There  has been a vivid debate  on the

possible  consequences  of  multi-bi  financing  on  multilateral  agencies.  Based  on  the  available  literature,  I

consider seven potential implications (stated as hypotheses in bold font below).

First and foremost, worries are that multi-bi financing “distorts the focus” of multilateral agencies (Pind,

2010; The 1818 Society, 2012, p.4; UN, 2012, p.11). By definition, trust funds eschew the control of the formal

governing  bodies  of  multilateral  agencies.  This  may  induce  “mission  creep”  (Einhorn,  2001),  a  practice

whereby  agency staff  shops around for funding,  especially  when budget  pressures  are high (UNDP,  2012,

p.52). 

Skeptics  are  concerned  that  multi-bi  financing  does  not  addresses  key  development  needs.  Multi-bi

financing may undermine the capacity of multilateral agencies to carry out sustainable development activities

(IEG,  2011,  p.72).  In  particular,  the  results-based  approach  championed  by  many  donors  of  multi-bi  aid

incentivizes multilateral  implementing agencies to pursue activities with easily attainable short-term goals

while neglecting long-term goals (Isenman and Shakow, 2010, p.12; IEG, 2011, p.41; Graham, 2015, p.188). 

Multi-bi financing may further open the door for undue donor influence. Skeptics assert that multi-bi

financing  relegates  multilateral  agencies  to mere implementers  of  bilateral  programs (Browne and Weiss,

2012; Mahn, 2012; Graham, 2015). To the degree that bilateralized aid pursues selfish goals of the donors

rather than development purposes, as shown by aid allocation studies (Maizels and Nissanke, 1984; Frey and

Schneider, 1986; Neumayer, 2003; Berthélemy and Tichit, 2004), multi-bi aid would reduce aid effectiveness.

In addition, the side-stepping of formal governing bodies raises suspicion that donors can buy influence and

infiltrate  development  thinking  inside  multilateral  agencies,  which  casts  doubt  on  the  ability  of  these

organizations to create independent knowledge (Kapur, 2002, p.63; Weaver, 2007, p.500; Gopalan, 2011; IEG,

2011, p.74). 

In addition,  multi-bi  financing may rival  the core  budget.  Worries  are that  support  costs for non-core

resources are not recovered by their management fees (Smith, Lindores, and Thissen, 2011, p.11; UN, 2012,

p.3). Especially in areas where multilaterals compete against each other, agencies may be tempted to lower

management fees beyond sustainable levels (Mahn, 2012, p.3). If non-core resources indeed were to hollow

out core funding  through this  channel,  multilateral  agencies  would be  forced  to cut  down their  own core

program activities, thus raising the issue of sustainability (Forman and Segaar, 2006, p.212). 

Skeptics also doubt the financial additionality of multi-bi aid. Some argue that multi-bi aid displaces core

(voluntary) resources (Panneels and Beringhs, 2005; Barakat, 2009; Isenman and Schakow, 2010; IEG, 2011;

GPE, 2011;  Mukherjee, 2011; UN, 2012). Others contend that multi-bi financing can put undue pressure on

individual multilateral agencies in terms of their ability to plan ahead over a longer time span (Isenman and

Shakow, 2010, p.44; IEG, 2011, p.52; UN, 2012, p.37). 

Multi-bi financing may create additional transaction costs for multilaterals.  Some task teams may be

instructed  to screen projects  for potential  trust  fund support  (Michaelowa and Michaelowa,  2011,  p.354),
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others may need to search for appropriate funds and write grant funding requests. The costs incurred due to

these activities may further increase with the growing number of available trust funds. Oftentimes the effort

from obtaining trust fund support does not balance its costs due to a lack of synergies (Droesse, 2011, p.162).

For trust funds yet to be established, multilateral agencies may bear costs from maintaining donor relations.

As a United Nations budget report argues, “[n]egotiating individual funding agreements and separate program

and financial reporting for hundreds or even thousands of individual projects according to widely varying sets

of requirements add significant costs […]” (UN, 2012, p.24). 

Finally,  multi-bi financing may disrupt the internal flow of information due to increased rivalry over

funding. By  analogy  to  the  “unhealthy  competition”  instilled  by  multi-bi  aid  in  the  multilateral  system

(Carlsson, 2007, p.62; Severino and Ray, 2010, p.13; Haaß, 2012; UN 2012, p.12), it can be argued that similar

mechanisms may be at work inside individual agencies. To the degree that trust funds create winners and

losers inside a specific organization, silo-thinking and rivalries should increase and therefore aid effectiveness

may eventually decline.

4.  The implications of multi-bi financing on the World Bank

For the empirical analysis, I rely on interviews conducted at the World Bank at the end of FY13. Potential

respondents were selected by searching the staff directory for officials with any kind of trust fund experience.

In total, I conducted 75 semi-structured interviews with central unit staff, operational staff, and trust fund

coordinators.1 

 

Unless otherwise stated, all findings except for the first hypothesis are based on interview evidence. Almost all

statements  were  independently  given  by  several  respondents.  To  assess  the  first  hypothesis,  I  employ

statistical analysis using datasets on the disbursements of IBRD/IDA projects (World Bank, 2015a) as well as

trust fund disbursements from FY02 to FY13 (World Bank, 2015b).2 

4.1  Potential for realignment

According to the first hypothesis,  trust funds shift priorities away from formally agreed activities.  Its  own

operational policy requires the Bank to “[only] accept [trust funds] that support activities not traditionally

financed under the administrative budget” (World Bank, 1997). The data shows that disbursement profiles

across the World Bank regions differ between IDA funding and trust funds. A likelihood ratio test (Hagenaars,

1990, p.56-68) shows that cell frequencies cannot be predicted without knowledge of both the specific region

and funding  type,  which implies  that  the  distributional  differences  are  statistically  significant.  This  result

holds regardless of the base period over which the respective disbursements are compared (either FY10-13,

or FY02-13).

IDA funding and trust funds also differ with respect to their specific country allocations. Hence, trust funds do

not necessarily obey the country-focused assistance model as their second most important type of activities

cannot be assigned to any particular country. Further analysis reveals significant differences in the number of

beneficiaries. 

1   Due to space constraints,  I  cannot reference each individual quote to a specific  respondent.  A version with

complete references and further information on the interviews can be found online (Reinsberg 2015).
2   More information on the dataset can be found online (Reinsberg 2015).
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In terms of the aggregate sector distribution, trust funds and IDA funding are again different. The likelihood

ratio test rejects the hypothesis that funding type does not affect the sector shares. In fact, core funding has

traditionally  been more important  in the transportation sector.  Conversely,  trust funds  tend to give more

weight to governance and education. There are even more pronounced differences when comparing specific

development themes across funding types. 

4.2.  Relevance for development needs 

Are trust funds actually less aligned with developing country needs than core funding? The previous analysis

has revealed differences in the respective activity portfolios of both types of funding. However, this does not

imply that trust funds are misaligned with country needs, since IDA funding itself may not be a good indicator

of actual development needs. According to most respondents, IDA is too restrictive to fully take into account

actual needs in special circumstances. In fact, IDA can only be used to support low-income countries. It also

favors well-governed countries with a high success rate of past projects. As its legal mandate inhibits the Bank

to interfere into the political affairs of member countries,3 IDA funding cannot easily be used in sectors such as

post-conflict reconstruction. Unlike trust funds, it also cannot be used to assist non-member territories, for

example West Bank and Gaza. 

Trust funds may have positive spillovers on core activities. In the regional units, trust funds are often used to

pilot projects that are subsequently scaled up by core funding. They can also provide complementary technical

assistance to facilitate subsequent core projects (see also, IEG, 2011).

Indeed, most trust funds are aligned with the Bank agenda. In the regional units, trust funds contribute to the

achievement of country assistance strategies.  In fact,  half of all  trust  funds are merely  co-financing World

Bank country projects, hence merely scaling up existing operations. In the network units, trust funds support

advisory services and “think tank activities”.  Delivered through Bank-executed trust funds,  these activities

tend to  be  less  relevant  for  country  needs. Respondents  however  emphasize  that  Bank management  has

recently discouraged “advocacy funds” through further reforms.

The interviews have brought a yet unforeseen issue to the fore. In particular, increasing alignment between

trust funds and core funding sometimes leads to displacement of funding priorities.  Displacement occurs if

trust  funds  crowd  out  specific  activities  from  the  core-funded  country  tasks.  In  the  case  of  the  Global

Partnership on Education (GPE), recipient countries have preferred to take GPE grants for basic education

rather than IDA funds.

4.3.  Donor involvement in trust-funded operations

Do  trust  funds  facilitate  greater  involvement  of  individual  donors  in  Bank  operations?  Bank  operational

policies  prohibit  any  donor  influence.  In  particular,  hand-picking  recipients,  determining  sub-sector

allocation, and aid tying to national procurement are prohibited (World Bank, 1997). In reality, however, the

Bank  tries  to stretch these  provisions to accommodate  donor  requests  on co-execution,  especially if  such

requests are made by an important donor. For example, a Trust Fund Coordinator reported a case in which a

lead donor wanted to have its own technical staff participating on the ground; this requests did not cross a red

line because the donor had not actually hand-picked the project.

3
  Articles of Agreement, Section 10.
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Informal influence takes different shades in the two types of operational units of the World Bank. A regional

trust  fund coordinator mentioned joint  supervision of recipient-executed projects  as an example of  donor

influence.  Some  donors  that  frequently  join  supervision  missions  are  the  European  Commission,  the

Netherlands,  Norway,  Sweden,  the United  Kingdom,  and increasingly  South  Korea,  whereas  Germany  and

Ireland are more reluctant. Staff however emphasizes that the Bank cannot offer donors more entry points

than co-execution  and staff  exchange  without  breaking  the  legal  provisions.  In  the  network  units,  donor

influence tends  to be  even more far-reaching  as it  may infiltrate development  thinking.  For example,  the

Nordic  Trust  Fund  enables  Nordic  donors  to  send  their  own  human  rights  experts  to  the  Bank  to  help

mainstream these issues into Bank operations. 

According to managerial staff, donors typically do not interfere into actual project implementation. However,

interviews with operational  staff  provide evidence of  donors being “part  of the kitchen”.  Albeit frequently

appreciated  by  Bank  staff,  such operational  involvement  tends  to  give  financially  forthcoming  donors  an

advantage to shape Bank operations in their own interest. 

4.4.  Hollowing out core funding

Different fund types entail different fee structures. The Bank requires full cost coverage for providing financial

intermediary services to external trust funds (World Bank, 2012, p.17). These fees indeed generate a stable

source of independent revenue (IEG, 2011, p.68). For IBRD/IDA trust funds, which are the focus of this paper,

the World Bank has adopted a standardized fee structure, which consists of a one-off setup payment of USD

35.000 and a management fee of five percent deducted from any additional trust fund contribution (World

Bank, 2012, p.18). These five percent are being shared between the managing unit (60 percent) and central

units (40 percent). 

Bank staff  disagree on whether or not  this fee structure covers  the costs of trust funds.  While  trust  fund

managers are affirmative, trust fund coordinators and staff in the central units are skeptical. Trust funds cover

direct  management  costs  incurred  by  the  trust  fund  secretariats  because  the  Trust  Fund  Operations

department would never approve a trust fund proposal under any other circumstances. However, fees based

on direct costs may not be sufficient to cover indirect costs. New trust funds prior to their inception heavily

stretch the human resources  in the central  units.  Their  workload drastically reduces once trust  funds are

operational.  Given these highly skewed cost dynamics,  central units may not be able to fully recover their

costs, notably for short-lived funds. 

The picture  is  more mixed at  the  operational  level.  Asked about  cost  recovery,  task teams  are  primarily

concerned  with  the  possibility  to  charge  specific  support  costs  against  the  fund.  Costs  to  prepare  grant

funding  requests  must  typically  be  covered  from  the  Bank  budget.  The  costs  to  supervise  trust-funded

projects also tend to be paid by Bank budget,  even though some trust funds actually provide “supervision

budgets” for this purpose. Hence, trust funds can ease budget constraints by supporting Bank inputs to core-

funded projects and expanding the work agenda. In general, donors have vast influence on the type of eligible

expenditure of a trust fund, which induces large variability in the cost recovery potential for Bank inputs. 

4.5.  Replacing core funding
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Corporate-level  staff  have  different  views  on  the  long-term  budget  implications  of  trust  funds.  In  rare

instances,  trust funds facilitate contributions from new donors.  Nonetheless,  trust  funds can be financially

incremental  from the perspective of individual  multilateral  agencies.  Many respondents  indicated that the

Bank has lured away resources from bilateral aid. From a historical perspective, however, trust funds were

financially incremental “only in the old days [when they supported non-core issues]”. Nowadays, trust funds

and especially thematic funds tend to financially compete with core funding. 

Rather than directly replacing core funding, trust funds provide donors with an effective lever to threaten the

withdrawal of core contributions. According to an official, rejecting donor demands for new trust funds can be

difficult since Bank staff fear negative spillover on replenishments to the core fund and other key trust funds. 

The  additionality  of  trust  funds  hinges  on  its  substantive  purpose.  Trust  funds  tend  to  be  financially

incremental in areas where core resources cannot be used. Many respondents agree that the World Bank faces

limitations in its own resources to address global public goods, fragile states, middle-income countries and

poorly  governed states,  and humanitarian emergencies. In contrast,  trust  funds supporting Bank-executed

activities are most susceptible to replace the Bank budget because both types of funding can be used for the

same  activities.  In  these  areas  such  as  non-lending  technical  assistance  and  global  knowledge  work,  the

financing  shares  of  trust  funds  in  the  operations  of  the  Bank are  alarmingly  high  (IEG,  2011,  p.71).  One

experienced official said that the Bank budget has been kept “artificially low” since FY07, forcing the Bank into

trust  funds to maintain its operations  in these areas.  This debate  suggests  that trust funds are financially

incremental at least in the short term, whereas their long-term effects are more ambiguous.

4.6.  Costs of donor relations and administrative procedures

Multi-bi  financing  increases  the  administrative  burden  across  the  World  Bank.  The  main  sources  of

transaction costs are related to trust fund negotiations,  donor relations,  tighter monitoring,  and additional

reporting. 

According to trust fund coordinators, negotiations with donors to establish trust funds can be time-

consuming. These negotiations are necessary because unlike core funding, every trust fund requires an

administrative agreement with the donor(s) to be approved by Bank central units. An average trust fund

might easily take twelve months for being properly negotiated and another six months for Bank-internal

clearance. Obviously, multi-donor trust funds require longer preparation than single-donor trust funds, but a

single multi-donor trust fund is preferable to an equivalent collection of single-donor trust funds.

The fragmentation of the donor landscape further increases transaction costs. Trust funds at the World Bank

are channeled from more than 220 donors,  including sovereign donors,  multilateral  donors,  philanthropic

foundations,  companies,  and (I)NGOs. Notably the non-sovereign donors  have special  legal  exigencies  and

involve  costly  due  diligence  on  the  part  of  the  Bank,  but  even  some  established  donors  require  special

treatment for domestic legal reasons.

Task teams must make an effort to identify trust fund sources, and their grant funding requests face high

internal competition. At the exception of co-financing activities, trust funds require at least some additional

reporting. Important parameters of the perceived burden are grant size and scope of activity. Everything else

equal, staff considers small grants relatively more costly and sometimes refrains from using trust funds, given

that the same administrative procedures apply regardless of grant size. Corporate management has recently
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adopted the small-grants procedure to address this shortcoming (World Bank, 2012). In addition, thematic

trust funds tend to be more burdensome than trust funds housed at the regional units. In the regional units,

when recipient-executed trust funds co-finance core country activities, usual reporting standards apply and

therefore no added burdens are created. Consistent with earlier findings (IEG, 2011, p.45), single-recipient

trust funds are considered as least administratively costly, while thematic funds require additional reporting. 

A few donors have increasingly pushed for “results frameworks”. Such frameworks include more fine-grained

indicators  of  success,  relying  on  elaborate  data  collection  and  augmented  analytical  effort.  The  Bank

acknowledges that donors themselves are under elevated pressure to show value for money, but the results

indicators  are  not  always  easy  to  obtain  across  disbursing  units.  In  addition,  some  donors  increasingly

scrutinize results, including verification of specific outputs, and financial audits to be able to account the use

of  funds  toward  their  own  domestic  constituencies.  A  few  donors  put  a  lot  of  emphasis  on  fiduciary

accountability. All these tendencies have intensified in the wake of the financial crisis. However, most donors

have neither the willingness nor the capacity for intense monitoring.

 

Finally, the World Bank itself has subjected trust funds under enhanced internal control, facing a tremendous

trust fund growth around the millennium. New trust funds must be signed off by senior management and

eventually approved by central units, in exceptional cases even the Executive Board (World Bank, 2012, p.27).

However, the proliferation of rules has elevated the costs of administering trust funds. 

4.7.  Bureaucratic politics and institutional fragmentation

Trust  funds  amplify  two  existing  dividing  lines  inside  the  Bank.  On  the  one  hand,  the  interests  of  Bank

management and operational  staff are not always aligned. Managerial  staff seeks standardization, whereas

operational  staff  seeks  flexibility  through  trust  funds.  The  debate  on  the  so-called  “umbrella  facilities”

illustrates this point: The far-reaching proposal of Bank management to consolidate all trust funds addressing

a specific sector under a single umbrella faced strong opposition from operational units fearing about their

possibilities for ad-hoc fundraising and tailored responses to recipient-country demands.

On the other hand, trust funds amplify the dividing lines between network units and regional units. The trend

toward donor funding for thematic priorities has tipped the balance in favor of network units over the last

decade.  Network  units  have created  their  “chiefdoms”.  As  the  funds  must  ultimately  be  implemented  by

country  units,  frictions  are  almost  unavoidable  because  both  groups  speak  to  different  constituencies.

However, thematic trust funds may also enhance the communication among the various operational units, or

between operational  units and central  units.  According to trust fund coordinators,  such cooperation often

guarantees better results. 

5.  Synthesis and outlook

In  this  paper,  I  have  examined  the  implications  of  multi-bi  financing  on  multilateral  agencies.  Using  the

example of the World Bank, I have combined qualitative evidence from a large number of interviews with an

analysis of agency disbursements from alternative funding sources to assess the validity of seven widespread

hypotheses. 
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First and foremost,  both statistical  analysis and interview evidence corroborate that trust  funds and core

funding do not support the same types of activities within the World Bank. Some trust funds support ongoing

operations, but others complement these operations, most notably to pilot novel development approaches and

to provide technical assistance. 

Second, trust funds sometimes address in-built legal restrictions of IDA, notably multi-donor trust funds for

fragile states. However, robust conclusions regarding the incremental developmental benefit of trust funds are

difficult to draw because trust funds have sometimes crowded out activities from the core-funded portfolio,

thereby changing the reference point against which trust-funded activities should be compared. 

Third, trust funds have sometimes enabled donors to become “part of the kitchen”, wielding influence on the

day-to-day operations of the Bank. Although local collaboration has been mutually beneficial, it may give more

active donors an advantage in shaping development thinking inside the Bank.

Fourth,  trust  fund  fees  cover  their  management  costs  incurred  by  trust  fund  secretariats.  However,  cost

coverage tends to be insufficient at the levels of central units. Activities beyond immediate program support,

notably fundraising, learning, and monitoring are not always covered. 

Fifth,  there  is  virtually  no  evidence  for  the  World  Bank  that  trust  funds  directly  replace  core  funding,

understood as the intentional reallocation of donor monies from core funding to trust funds. From a Bank

perspective, trust funds are always financially incremental if they support issues outside the IDA mandate and

when there is evidence that donors replaced their core-bilateral aid by trust funds. However, for large sector

funds, a connection between growing multi-bi aid and declining core budgets seems entirely plausible.

Sixth, trust funds create administrative costs related to negotiating trust funds, maintaining donor relations,

monitoring, and reporting. Administrative burdens are due to donor exigencies as well as Bank-internal rules

and clearance procedures. 

Seventh,  trust  funds  challenge  the  organizational  integrity  of  the  Bank  by  creating  wedges  between

heterogeneous organizational units. Goal conflicts exist between Bank management and operational staff, as

well as between networks and regions. 

I  outline  two  limitations  of  my  work.  First,  I  have  not  systematically  included  donors  into  the  picture.4

Principal-agent  theory  however  suggests  that  we  should  not  forget  about  underlying  donor  motivations,

which may influence the extent to which multilateral agencies face certain implications of multi-bi financing.

Second,  implications  of  multi-bi  financing  may  be  moderated  by  the  pre-existing  organizational  culture

(Barnett and Finnemore, 1999), organizational habits among staff (Momani, 2007), norm entrepreneurship

inside  the  agency  (Finnemore  and  Sikkink,  1998),  organizational  structures  (Balding  and  Wehrenfennig,

2011),  and the  “organizational  field”  (Vetterlein  and Moschella,  2013).  This  should be  taken into account

when attempting generalizations of the World Bank case to other multilateral agencies. More research will be

needed to better understand the differential impact of multi-bi financing regarding different organizational

structures, dominant modes of financing, and bureaucratic cultures. 

4   For related papers taking the donor perspective, see for example Sridhar and Woods (2013), Graham (2015),

Eichenauer and Hug (2015), Reinsberg, Michaelowa, and Eichenauer (2015), and Reinsberg, Michaelowa, and Knack

(2015). 
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