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Country Partnership Framework (CPF) FY26-30, Republic of Yemen
Annex 8: Lessons from Third-Party Implementation in Yemen

This background note for the Yemen FY26-30 Country Partnership Framework (CPF) aims to (i) consolidate WB
experiences in Yemen with direct Third-Party Implementation (TPl), mainly by UN entities, (ii) identify opportunities
to enhance the current TPl model, and (iii) articulate possible alternative implementation arrangements for the WB
in Yemen.

This note draws on the consultations, findings and recommendations of the World Bank internal FY25 Risk and
Resilience Assessment (RRA) Update, as well as additional WB consultations in FY26.

Key Messages:

1. Despite a protracted conflict, the current TPl model has been effective to allow the WB to remain engaged in Yemen,
as evidenced by the portfolio performance; however, it also highlights key challenges inherent in institution building
and transparency, which calls for an enhanced TPl model that addresses challenges, including via a performance-
based approach

2. A phased and gradual transition to expand a new, enhanced TPl model, including localization of implementation via
local delivery platforms that have potential for lasting development impact, as per the Refreshed WBG FCV Strategy

I. LESSONS OF WB EXPERIENCE WITH DIRECT THIRD-PARTY IMPLEMENTATION (TPI) IN YEMEN
1. Development Outcomes

1. Since the 2014 outbreak of Yemen’s latest conflict, the country remains in a prolonged Fragility, Conflict, and
Violence (FCV) crisis, shaped by governance fragmentation, near economic collapse, environmental challenges,
and geopolitical rivalries. Now in its eleventh year, Yemen'’s conflict is multifaceted and features religious, regional,
and tribal dynamics, and the presence of several local nonstate armed groups. Yemen is fragmented politically,
militarily, and economically, including into two separate economic zones - each governed by its unique set of
institutions, controlled either by the Houthi movement or the Internationally Recognized Government (IRG).
Disputes over resources and governance persist and clashes continue, especially in the country’s Marib, Hodeidah,
and Taiz regions. Corruption, patronage networks, and reliance on coercion -instead of accountability- continue to
erode state legitimacy in both sides.

2. With the conclusion of the World Bank’s (WB) 2015 OP7.30 assessment that no government was in control in
Yemen, the WB has subsequently operated under paragraph 3(b) of the Policy on Development Cooperation and
FCV, i.e. based on international community requests, via a direct Third Party Implementation (TPI) model° that

° Applied in various contexts where fragility, conflict, and violence (FCV) affect development, the FCV Policy provides an operational framework for WB
engagement in FCV situations; its paragraph 3 (b) addresses the WB's approach to tailoring its interventions to distinct FCV challenges. The FCV Policy is broader
in scope than OP 7.30, which is invoked in situations in which a de-facto government comes into, or remains in power by means not provided for in the
country’s constitutional framework; OP 7.30 provides a legal and fiduciary risk management framework for the WB to engage with de facto governments from
an operational perspective.

10 There are two primary modalities of TPl engagement - direct and indirect: (i) In direct financing, the WB provides a TPl with grants from Recipient-Executed
Trust Funds or from IDA for Project implementation; and (ii) in indirect financing, a recipient of WB funds contracts an implementing agency that satisfies legal
and fiduciary policy requirements of the WB. In Yemen, the WB portfolio is implemented via direct TPI financing. Between FY16 - FY25, 79% of the WB’s total
portfolio implemented through direct TPl was in Yemen, i.e. USS$ 4.28 billion (out of a total of USS 5.41 billion implemented via direct TPI globally) were
implemented in Yemen.
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allowed the WB to remain engaged in Yemen in the absence of official government entities. The WB has been
operationally engaged in Yemen for over 45+ years (except for the March-December 2015 suspension), delivering
multi-sectoral development outcomes. Following the September 2014 take-over by the Houthi movement of the
Yemeni capital Sana’a, the WB triggered OP 7.30 on Dealing with de facto Governments in February 2015, suspended
disbursements in March 2015, and canceled the grants supporting several projects'? to free up WB funds for new
operations, using TPl that operate parallel to state institutions. Specifically, in FY16, the WB started preparing
emergency operations with TPIl, where an IDA grant supporting the Yemen Emergency Crisis Response Project (ECRP,
P159053), approved by the WB Board on July 19, 2016, was one of the first WB-financed operations implemented
by TPI.23 The WB engaged primarily United Nations (UN) agencies as TPIs, owing to their status, which exempts them
from local jurisdiction. WB engagement has been guided by its FCV Strategy and Policy and Yemen Country
Engagement Notes (CENSs).

3. Continued WB engagement in Yemen via TPIs enabled the WB to continue delivering multi-sectoral
development outcomes with lasting impacts, that would otherwise not have been possible, as well as preserving
some institutional capacities and human capital, which are key for Yemen’s future recovery. Since 2017, the WB,
in partnership with UNICEF, WHO, and UNOPS, has supported the preservation of human capital through emergency
health, nutrition, and water/sanitation interventions. As of September 2025, 25.4 million beneficiaries in Yemen
received health, nutrition, and population services at health facilities (including 13.4 million women and 8.9 million
children). Over 600,000 students benefited directly from the interventions supported by the WB including school
feeding, materials, and remedial support. Increased enrollment and system capacity has improved with the support
provided in the education sector. Additionally, the preservation of institutional capacities allowed local institutions
to continue providing their core functions — these include (i) domestic institutions with a demonstrated delivery
record, impartiality, operational ability and mandate to work across the country, e.g. the Social Fund for
Development (SFD), Public Works Project (PWP), Small and Micro Enterprise Promotion Service (SMEPS), Road
Access Program (RAP), and Road Maintenance Fund Implementation Unit (RMF-IU) as vital to provide essential
services that have a bearing on preserving human capital; (ii) local governance structures, e.g. Local Water and
Sanitation Corporations, Irrigation Field Units, Water User Association, Water Basin Committees, Agriculture
Cooperatives, Irrigation Councils, local councils and leaders (including sheikhs) that have proven themselves as
resilience mechanism during the conflict and are essential for the decentralized management of scare water
resources, services, and security, especially where central authority is weak; (iii) decentralized public primary health
care facilities and hospitals, that are essential to provide health and nutrition services; and (iv) civil society
organizations, informal networks like women’s groups and families, tribal structures, and religious leaders, that play
critical roles in aid delivery, social support, and conflict resolution.

4. To achieve this, implementation by TPIs was often complemented by local partnerships, with TPIs!* often
subcontracting domestic institutions’> and Third-Party Monitoring Agents (TMPAs) for a Yemen-wide
implementation of WB-financed operations. Domestic institutions have proven effective in delivering results with
due diligence, effectively, efficiently and impartially throughout Yemen, including in remote areas; pre-conflict, they
served as Project Implementation Units (PIUs) for operations financed by the WB and other donors. Generally, these

11 Following a review, the WB concluded that the situation in Yemen had deteriorated, no longer allowing the WB to exercise effective management over its
projects due to WB staffs’ inability to communicate and coordinate with government counterparts, and many project locations were inaccessible for full
fiduciary and management oversight. In 2015, the WB’s OP7.30 Assessment determined that (i) there was “no government in power” and (ii) the WB could
provide assistance at the international community’s request with Board approval, as provided by OP 2.30.

12 This comprised 11 of 16 WB grants and 3 recipient-executed TFs for which disbursements were suspended for longer than 30 days, as of Nov. 29, 2016, while
five projects remained active in the portfolio.

13 The Yemen ECRP and its five AF (P161806, P163729, P164564, P170241, P172662) provided short-term employment and access to selected basic services to
the most vulnerable; and preserved implementation capacity of two service delivery programs during July 2016 and March 2022.

14 1n FY25, TPl agencies include UNICEF, WFP, UNDP, WHO, UNOPS, FAO as well as the following INGOs: ICRC and Save the Children UK.

15 Domestic institutions are local institutions with a demonstrated delivery record, impartiality, operational ability and mandate to work across the country,
and include e.g., SFD, PWP, SMEPS, RAP.
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institutions can operate nationally, independent of the conflict due to their solid track record in (i) political neutrality
and credibility; (ii) objectivity and transparency in fund allocations and targeting; (iii) best practice regarding
administrative and fiduciary compliance with WB policies; (iv) high technical quality standards of projects they
support; (v) their contributions to building capacity and quality of local community groups, small- and medium
private sector contractors and firms; and (vi) their adaptive organization on the ground, offering flexibility for local
branches and allowing operation across conflict divides (e.g., Houthi and IRG-controlled areas)®. As part of its
‘localization’ efforts, the WB is updating its 2020/2021 institutional and capacity assessment of domestic institutions
to identify and address capacity gaps and to explore opportunities for more direct WB financing of institutionally
sustainable local delivery platforms that have the potential for lasting development impacts.'’ For all WB-financed
projects in Yemen, TPIs hire TPMAs, typically private survey or accounting/audit firms, to regularly monitor and
ensure quality of project outcomes. The ability of TPMAs to conduct monitoring and evaluation (M&E) and quality
assurance is a prerequisite for any WB-financed project, as WB staff are unable to directly access project sites for
project supervision. Going forward, a more systematic leveraging of their abilities, combined with innovative TPMA
approaches (e.g., satellite imagery and machine learning), could help the WB and TPIs to continue to navigate
Yemen’s complex operating environment.

5. Over the last five years, the TPl-implemented WB portfolio has maintained its size of about USS$2 billion,
despite the ongoing and/or protracted conflict,’® and showed a strong performance across indicators - when using
project data from third-party monitoring agents (TPMAs). Benchmarked in FY25 against the Middle East and North
Africa (MNA) region®® and FCS countries (including those using TPI), Yemen’s WB portfolio- with on average seven
to ten multi-sectoral IPFs- outperforms on select performance indicators,? including:

a) shorter project preparation periods (achieving first disbursement within 4 to 10 months from the Project
Concept Note, as opposed to the 22-month average across all FCS countries);

b) higher disbursement rates compared to other countries (an average cumulative disbursement rate close to
or exceeding 60% over the past three years, significantly higher than the approximately 40% observed in
other FCS or non-FCS groups); disbursement during July to September 2025 was 88%.

c) larger average project sizes, compared with regional and FCS benchmarks, and stronger integration of
gender-tagging (with 100% for Yemen and 59% for the MNA region) and climate co-benefits (with 39.2% for
Yemen and 28% for the MNA Region) in FY24,

d) geo-spatial data supplements TPMA data for 33% of its FY25 portfolio, having significantly enhanced the WB'’s
visibility across all project sites and ability to fulfill its supervision and fiduciary responsibilities,

e) Advisory Services and Analytics (ASA) that include knowledge, technical assistance, and analytics to inform
active operations and strategic engagement, cover sectors not supported by the lending portfolio, and
facilitate strategic dialogue with external and internal partners on long-term sustainable recovery.

2. Current Challenges of the direct TPI model

6. Operational experience with the direct TPl model over the last ten years shows the following challenges:

a) Yemen's government institutions and country systems are not sufficiently strengthened, putting them at risk
of deterioration, which could hamper Yemen's future post-conflict recovery. While many WB-financed
projects include explicit provisions for TPls to maintain or strengthen capacities of domestic institutions,
results have been uneven. Progress in strengthening country systems -for instance in procurement- has not

16 While domestic institutions have demonstrated strong implementation capacity, the WBG will continue to apply rigorous due diligence, including institutional
and capacity assessments, prior to engagement with domestic partners.

7The Refreshed WBG Strategy for Engaging in FCV Settings underscores adoption of a differentiated approach, which for ‘countries in crisis’ highlights the
importance to identify institutionally sustainable local delivery platforms that have the potential to achieve lasting development impact.

18 The RECA Envelop added an additional US$338 million to the Performance Based Allocation (PBA) during IDA20.

191n FY25 the MNA Region excluded Afghanistan and Pakistan given their addition to the regional portfolio in FY26.

20 WBG. 2025. Risk and Resilience Assessment Update
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been the focus and thus limited, as TPIs often rely on 'direct selection' even where alternative procurement
options may be feasible, and sole source justifications vary in robustness. Current project-by-project handling
of procurement logistics has contributed to higher transaction costs, as Task Teams navigate procurement
logistics individually, limiting opportunities to benefit from economies of scale.
b) Unclear and varying TPI fee structures make it difficult to calculate TPI costs for the WB portfolio, contributing
to the high costs of doing business, given the existence of:
> Indirect costs?, incurred at TPl headquarter level and unrelated to in-country project activities, seem to
vary by TPIs across projects in the Yemen portfolio for the same agency, e.g., one TPI’s indirect costs vary
between 3% and 6% across three active projects, another’s range between 5% and 7% across two active
projects, and another’s range between 3% and 5% for two active projects; and
> Direct costs? include TPI in-country operating costs, TPMAs, and subcontracting costs for domestic
institutions involved in Project activity implementation on the ground (if used). While Task Teams
negotiate TPI operating costs for each project, they do not routinely have visibility into TPl-contracted
TPMA costs or the Partnership Agreements with domestic institutions, which cover the operating costs of
the latter. Hence, the full cost structure of TPI-implemented activities may not always be comprehensively
reflected, particularly where TPMA or subcontracting costs are not fully consolidated. This contributes to
variation in reported direct costs across projects and TPl agencies. Finally, under the TPl model, project
management costs account on average for 10.6% of total project costs, compared to e.g., about 4% of
total project costs in the urban portfolio implemented by the government before the war.?3
c) Project-specific TPMA contracting poses operational, data and quality challenges. As mechanisms for data
verification or triangulation are limited, WB Task Teams tend to rely on TPMA reports -unless specific WB-TPI
Data Sharing Agreements exist that allow access to unfiltered, granular data of each project site for
independent analysis or remote supervision. In many Houthi-controlled areas or other remote areas under
local authority control, taking photos and collecting geo-coordinates is prohibited,?* creating obstacles for
timely and thorough monitoring by implementing agencies and TPMAs. In areas restricted to TPIs, temporary
solutions have been implemented, e.g., direct beneficiary phone calls to verify equipment and service
delivery. TPIs contract a TPMA for each project to provide the WB with the required monitoring of project
implementation; this contractual set-up has raised some queries about potential conflicts of interest, as
TPMAs submit their reports to TPIs for review before submission to the WB. As TPMA reporting tends to be
based on a sample of project sites, Task Teams state that TPMA reports do not always cover the full
geographical or thematic scope required for adequate project supervision.

7. Finally, implementation experience has shown that Yemen’s unique operating challenges and context require
careful adaptation of international experiences rather than direct transposition. Although WB operations in
Afghanistan, South Sudan, Somalia, and Myanmar provide useful lessons, few are directly adaptable to Yemen's
specific context without substantial modification, while the Sudan and Lebanon® experiences with direct financing
of NGOs and the private sector may be useful to explore.

Il. OPPORTUNITIES TO ENHANCE THE EXISTING TPl MODEL, INFORMED BY OPERATIONAL LESSONS

2 Indirect costs of UN agencies acting as TP are defined as the indirect costs incurred by the recipient as a function and in support of the project, which cannot
be traced unequivocally to the deliverables and technical outputs of the project.

22 Direct costs of UN agencies acting as TPl are actual costs of the recipient that can be directly traced to project deliverables and technical outputs.

23 pre-war urban portfolio examples, implemented by the government, seem to indicate operating costs ranged between 3.7%, 3.9%, and 4.7% for the
Integrated Urban Development Project, Labor-Intensive Public Works, and Second Port Cities Development Project, respectively.

24 This was for fear of the information being handed over to the coalition forces and used for intelligence purposes.

25 Sudan’s FY25 ASCENT IPF (P507788) is implemented by the Trade and Development Fund, that uses the IDA National PBA for results-based financing of
private companies; the trust funded Thabat IPF (P181490) added Mercy Corps and Catholic Relief Services to its implementing agencies in FY25. The trust
funded Lebanon FY22 B5 Fund (P176013) was implemented by Kafalat SAL, a Lebanese finance company, acting as IPF recipient and implementing agency.
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8. To address some of the above challenges and leverage Yemen’s decade-long operational experience with TPI,
the existing TPl model can be strengthened, under current enabling conditions, to better support the WB’s
supervision and fiduciary responsibilities, i.e.:

a)

b)

Enhancing transparency and accountability in WB-TPI arrangements, by e.g., (i) portfolio-wide standards for
TPI selection, (ii) clear and transparent TPl cost structures (for direct and indirect costs); and (iii) project-
specific insights into annual financial TPl audits.

Adding performance aspects to WB-TPI arrangements, specified in WB-TPI Financing Agreements, by e.g.,
rendering some project disbursements performance-based by adding performance-based conditions (PBCs)
in result frameworks for select project indicators, e.g., (i) sector-specific, technical indicators, and/or (ii)
capacity building of local institutions to reinforce respective capacity strengthening for projects where local
institutions have an implementation role. This approach is currently being discussed with UN agencies and
would be applied selectively, subject to agreement on feasibility and design.

Enhancing direct project visibility by increasing the number of WB-TPI Data-Sharing Agreements that grant
direct data access, to allow Task Teams to meet their supervision responsibilities, including the data needs of
the WBG Corporate Scorecard. Direct access to data of (i) domestic institutions and TPI-hired TPMAs allows
for triangulation and quality assurance; and (ii)TPIs allows for access to raw, real-time data for all project sites
(not only to a sample of sites, as is generally the case with TPMAs), and supports scaling up of remote, geo-
spatial project supervision, especially in geographical areas with access restrictions.

Utilizing proactive risk management, and fully leveraging operational and financial flexibilities, by e.g., (i)
using Entry Criteria for Access (ECAs)? - a set of risk-based, operational “stop-and-go” conditions that inform
decisions of where, when, and how project activities can safely proceed — and integrate ECAs into Project
Operating Manuals to allow for WB-TPI consultations on pausing project implementation and disbursements
without triggering formal disbursement suspensions or project restructuring; (ii) employing Hands-on
Implementation Support (HEIS) to accelerate procurement activities and facilitate compliance with the
Environmental and Social Framework, and (iii) using project framework approvals by the WBG Board,
including Standard Operating Procedures and other operational flexibilities, as per the WBG Evolution
Roadmap.”

Enhancing portfolio-wide guidance on interaction with Yemeni counterparts and project targeting by e.g., (i)
operational guidance on interaction with Yemeni counterparts across sectors and geographical areas, in line
with conflict scenarios - starting with purely technical operational discussions at local level to advance project
design and implementation; and (ii) utilizing the Project Targeting Index portfolio-wide for evidence-based
spatial targeting of project sites at district level, calibrated to respective conflict scenarios.

26 ECAs are actionable risk-based measures to preserve adequate operational space in an environment of heightened fiduciary, governance, access risks
27 See WBG Operational Efficiency and Effectiveness (OpsEE) website: https://worldbankgroup.sharepoint.com/sites/developmentimpact.
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